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No  expectation  of  forbearance  or  indulgence  ebouid  be  encouraged.  Favor  and  beuevolenee  are  not 
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foundation.^ 

“ The  Revenue  of  the  State  ia  the  State:  in  eftect,  all  depends  upon  it,  whctljor  for  9upi»«*rl  or  for 
reformation.” 
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• of  San  Francisco,  Tfrj, 

a of  the  State  of  New  York,  statistics 
of,  647. 

Banks,  are  they  entitled  to  purchase  notes? 
510. 

• Austro-Hungarian,  statistics  of,  777. 
» Boston  {see  Boston). 

• British,  capital  and  liabilitia  of,  19. 

• collecting,  liability  of,  14a 

• fiscal  burdens  of,  memorial  on  the, 

74a 

m foreign  and  colonial,  in  London,  197. 

• incorporated,  not  entitled  to  purchase 

notes,  6^. 

» increase  of,  from  1830  to  1837,  38. 

0 London  and  Provincial,  i8&>-’75,  15. 
Banks,  National: — 
abstiact  of  reports,  76,  243. 
amount  of  taxes  paid  by,  472. 
and  mortgage  security,  55A 
and  State,  statistics  of,  6^ 
bonds  deposit^  at  Washington,  50a. 
British  savings,  deposits  of,  92^ 
circulation  outstanding,  41^  496, 574, 656. 
dividends  of,  988. 
females,  as  stockholders  in,  987. 

^Id,  esbtblished,  768. 
insolvent,  79^ 

in  State  of  New  York,  curious  statistics 
of,  647. 

liabilities  of,  500,  501. 
number  of  slmreholders  in,  505. 
number  of  shares  of,  505. 
new  {see  Official  Bulletin), 
resources  of,  500,  501.  8 

surplus  of,  6<^. 

suspended,  interest  on  claims  against, 

977. 

taxation  of,  E.  A.  Rollins  on,  674. 
usury  by,  557,  787. 

Banks,  new,  74,  158, 241,  320,  409,  487,  568, 
807,  906,  993. 

• new,  in  Massachusetts,  1831-36,  216, 
Banks,  New  York  City 

dividends  of,  736. 
menback  movements  in,  6^ 
Clearing-house,  capital,  deposits,  and 
surplus,  582. 

required  to  report  to  the  State  Comp- 
troller, 664. 

statements  of,  78,  165,  245,  246,  325,  413, 
493»  573»  653,  735,  813,  910,  997. 
stocks  of,  816. 

Banks,  Philadelphia  {see  Philadelphia). 
a rates  of  taxation  of,  in  princi^  cities, 
473- 

a responsibility  of,  for  collecting  agents, 
719. 

a savings,  and  their  deposits,  851,  922. 
a 0 and  the  rates  of  interest,  901. 

0 0 British,  deposits  of,  923. 

0 a {see  Saving^  Banks). 

0 0 statistics  of,  851. 

0 0 the  New  York,  922. 

a Scotch,  and  their  methods,  858. 
Banks,  State  and  National 
amount  of  taxes  paid  by,  472. 
a generally  prosperous,  45 
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Banks.  State  and  National : — 
in  New  York  City,  quarterly  statements 
01,645. 

taxation  of,  m. 

Banks,  suspendfed,  dividends,  038,  40X,  408, 
809. 

• suspended,  40X,  406,  483,  485. 

« Swedish,  statistics  of,  598. 

« taxation  of,  by  States,  51a. 

0 a petitions  against,  643. 

• the,  and  our  war  finance,  400, 

a the,  and  specie  payments,  375,  9x7. 

• the  National,  and  usury,  74^ 
a the  Swedish,  597. 

a total  number  of,  in  the  U.  S.,  505. 
a United  States,  quotations  of  (ms 
Money  Market}. 

Basis  of  National  bank  taxation,  480. 

Battle  of  the  Standards,  the,  2x7. 

Belgium,  area  of,  93. 
a defalcation  in,  566. 
a new  loans  in,  274. 
a population  of,  ^ 

• railways  of.  9^ 

a the  bank  of,  specie  in,  172. 

Benton,  CoL,  and  the  public  lands.  454. 
Bequests,  &c.,  indication  of  national  w^th, 

Bil^foreign,  damages  on,  567. 
a of  exchange  and  drafts,  R.  I.,  73. 
a a and  international  law,  4^ 

a • in  Rhode  Island,  480. 

• on  India,  170. 

a on  London  (see  Money  Market.) 
Bi*metalltc  money,  Cemus^i  on,  345. 
a a Emile  de  Laveleye  on,  60^  70a 
a a MjtRau  on,  70a. 

a M.  Roscher  on,  702. 

a a Jevons  on,  700. 

a a Prince-Smith  on,  702. 

a system,  the ; is  it  .desirable  ? 71X. 
a a the ; is  it  practicable  ? 708. 
Bingham  and  the  public  lands,  4^ 

“ Black  Friday  ” in  San  Francisco,  764, 
Blanks  in  negotiable  paper,  filling,  98^ 
Blue  book  on  banking,  we  July  22,  *75, 13. 
Block,  M.  Maurice,  on  German  nnanoe,  771. 
Bold  robbery,  804. 

BoUes,  Albert  S.,  on  the  revival  of  business, 

Bomtay,  average  circulation  of  currency  in, 
5»o- 

Bona  fide  purchasers,  992. 

Bond  mortgage,  the,  secures  the  detached 
coupons,  984. 

Bonds,  Alabama  claim,  235. 

• calls  of,  314, 406, 644, 724, 801, 890, 988. 
a National  bank,  showing  circulation 

(Mr  Monev  Market.) 

a a securing  U.  S.  deposits  (s»r 
Money  Market.) 

• stolen,  alterations  in,  722. 
a United  Stat^  Ifr.  Hatch  on  the,  654. 

quotations  of,  637. 


Boston  banks,  deposits  in,  208. 

• • dividends  of,  904. 

a a specie  in,  20K 

a a sUtements  of,  78,  165,  245,  w, 
4i3»  493.  573.  653,  735,  813, 
9*0.  997. 

a a statistics  of,  669. 

a a surplus  of , 667,  904. 

a dividends,  406. 
a water  loan,  328. 
a bank  taxation  in,  473,  474,  476. 
a debt  of,  i8x. 

a failures  in,  ;j38,  m,  827. 
a liabilities  orNabonal  batiks  in,  ux. 
a National  bank  notes  redeemed  and 
destroyed,  504. 

a resources  of  National  banks  in,  501. 
a savings  bank  failure  in,  647. 

Boutwell,  G.  S.,  when  Secretary  of  Treas- 
ury, 126. 

Brave  resistance,  another,  399. 

Breadstuffs,  prices  of,  twdve  years,  640. 
a shipments  of,  77. 

Bristow,  Hon.  R.  H.,  resigned  June  X7,  69. 

a a whenSecietary  of  Treasury,  126. 
British  and  French  investments,  profit  on, 
773* 

a banks,  capital  and  liabilities  of,  19. 
a canal  shares,  dividends  on,  774. 
a India,  demand  for  silver  in,  ^x. 
a a gold  and  silver  movements  in, 

a a tra^e  and  finance  of,  4^ 

a ocean  steamship  lines,  dividends  on, 
77^ 

a real  estate,  dividends  on,  774. 
a savings  banks,  deposits  of,  923. 
Brokers  carrying  stocks,  rights  of,  154. 
Brookl^,  debt  of,  181. 

Buell,  James,  on  banking,  394. 

a a on  taxation  of  banks,  676. 
Buffalo,  debt  of,  x8r. 

Bull^in,  official,  of  new  National  banks 
(see  Official  Bulletin.) 

Bullion,  jield  of,  in  Colorado,  725. 

Bunker,  Paul,  death  of,  564. 

Burdens  of  bank  taxation,  ra,  472. 

Burke  on  the  revenue  of  a State,  6x. 
Business  depression  in  Austria,  776. 
Business,  revival  of,  and  economy*  874. 
By-laws  of  the  American  Bankers’  Asso- 
ciation, 397. 


CairnSf  Lord,  an  insolyent  admin- 
tration,  97* 

a a proposes  remedies  for  the  evils 
of  the  bankruptcy  laws,  99. 
Calcutta,  average  drculanon  of  currency 
in,  520. 

--j-Califomia  banks,  capital  of,  y6j, 
deposits  of,  t<^,  768. 
statistics  of,  609,  854. 
savings  banks,  deposits  of,  767. 


Bonds  of  the  Credit  Fonder  of  France,  faUhCalifornia,  banking  in,  761. 


in.  7, 

Bookkeeping,  primitive  (D.  Drew’s),  jt* 
Book  notices.  230,  321,  491,  560,  648,  794. 
Boston  and  the  public  lands,  458. 

• banks,  capital  of,  904* 


banks  and  bankers  of,  72,  155,  3x6, 
<06.  483,  7«7. 854.  856, 898, 991. 

banks  of,  72. 

bank  taxation  in,  79^  473,  476. 
deposit  per  capita,  768. 
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^^CaliforniaL  failures  in,  335,  337,  59a,  837. 
m first  banks  in,  761. 

• first  panic  in,  76a. 

• TOld  mines  of,  468. 

• National  gold  banks  established  in, 

768. 

• rate  of  interest  in,  767. 

• savings  banks  of,  79,  854,  856. 

• the  banks  of,  7^ 

Calls  of  bonds,  314,  406.  644,  734,  801,  899, 
968. 

Can  the  holder  of  a check  sue  the  drawee  ? 

937. 

Canada,  area  of,  ^ 

• banking  affairs  in,  486. 

« banks  and  bankers  of,  73,  319,  408, 
486,  566,  736, 738,  736,  806,  993, 99a. 
- faUures  in.  335,  w,  593, 593, 837. 

• Jacques  Cartier  bank,  566. 

• population  of,  93. 

• railways  of,  93. 

Canal  shares,  British,  dividends  on,  774. 
Capital  and  liabilities  of  British  banks,  19. 

• and  railroad  extension,  379. 

• of  Massachusetts  banks  first . taxed, 

laa 

• of  National  and  State  banks,  473. 

• of  New  York  banks,  665,  668. 

• of  New  York  clearing-house  banks, 

58a. 

• of  private  banks,  505. 

• of  savin|^  banks,  505. 

• of  Swedish  bank^  5^ 

• of  the  Boston  banl^,  904. 

• on  strike,  914. 

Capital,  average  and  taxable,  of  savings 
banks,  856. 

• banking,  estate  taxable  as,  981. 

0 • taxation  of,  160. 

• • total  of,  in  the  U.  S.,  505. 

• changes  of,  etc.,  733. 

M cQirents  of,  914. 

m definition  of,  753. 

• Edward  Atkinson  on,  370. 

• fictitious,  of  State  banks,  i833-*37, 40. 

• floating,  how  collected,  91. 

• foreign,  and  new  loans,  374, 

• nature  of,  839. 

• ratios  of  taxation  to,  473. 

• retired,  406. 

• taxation  of  a bank  building  as,  979. 

• the  Marquis  of  Salisbury  on,  370. 
Carroll,  C.  H.,  on  the  discount  deposit,  961. 
Cash  credits  of  Swedish  banks,  5^ 

Cashier  and  President,  changes  of,  75,  159, 

343,  333,  410,  488,  649,  730,  8^,  906, 

994- 

Causes  of  failures,  the,  591. 

• of  the  depreciation  of  silver,  363. 

« of  the  depression  of  industry,  367. 

Centenary  of  Adam  Smith,  18^ 

Centennial  Address  of  the  Hon.  £.  G. 
Spaulding,  37. 

Central  savings  bank  of  St  Louis,  1361. 
Century,  a,  of  finance  in  the  U.  S.,fi7,  i3x. 
Cemuscni,  M.,  on  bi-metallic  mo^,  345, 

495- 

• « on  mtemational  money,  705. 

0 # on  money,  704. 

Certificates,  coin  {su  Money  Maxket) 


Certification  of  checLs,  334. 

Chambers  of  commerce  and  bank  taxation, 
579- 

Changes  from  gold  to  silver  under  the 
double  standard,  30z. 

0 in  the  monetary  standard  of  Holland, 
265. 

• of  capital,  etc.,  733. 

• of  president  and  cashier,  75,  159,  343, 

33a,  410,  488,  569,649,  730, 808,  906. 
994* 

0 of  title,  etc.,  907,  995. 

Changes,  di^lutions  and  disoontinuanoes, 
75,  160,  341,  323,  413,  490,  570,  650,  733, 
809,907. 

Character  and  death  of  M.  WolowMci,  351. 
Charges  against  hank  superintendent  Ellis, 
90a. 

Charters  of  Massachusetts  Banks ; — . 
Bank  of  North  America,  178a,  113. 
Massachusetts  Bank,  17^  X14. 

Union  Bank  of  Boston,  1793,  X15. 
Nantucket  and  Merrimack,  Z797,  116. 
State  Bank  of  Boston,  z8ii,  zao. 

New  England  Bank,  18x3,  lao. 

Chase,  Hon.  S.  P.,  and  the  bankers,  64. 

• • and  the  banks  in  i86z,  173,  43a 

• • appointed  Secretary  of  the  Treas- 

ury, 124. 

• « his  National  bank  system,  135. 

• • on  banks  in  i86i,  43. 

• • on  the  leg^-tehder  acts,  377. 

0 0 refuses  the  counsel  and  co-opera- 

tion of  the  bankers,  135. 

0 0 views  of,  377. 

• E.,  report  of  St.  Louis  banks,  155. 
Chatham,  Lord,  blunder  of,  58. 

Check  stamp,  the  two-cent,  901. 

Check,  can  the  holder  of  a,  demand  legal 
tenders  > 145. 

0 can  the  holder  of  a,  sue  the  drawee  ? 

937. 

• retaining  a debt  from  a,  799. 

• rights  of  holder  of,  973. 

Checks  payable  to  a fixed  payee,  333. 
Checks,  certification  of,  334. 

• crossed,  on  banks,  133. 

0 duplicate,  234. 

• fraudulent  alterations  in,  983. 

• post  dated,  law  of,  146,  318. 
m unstamped,  485. 

m 0 right  of  search  for,  40a. 
Chevalier,  M.,  on  AdaiaSmitl^  183. 

0 on  the  double  standard  in  France,  495. 
Chevalier’s  excitement  on  the  value  of  gold, 
51. 

Christophie,  M.,  on  railroad  extension,  379. 
Chicago  banks,  condition  of,  565. 

0 0 statistics  of,  669. 

0 bank  taxadon  in,  473,  476. 

0 debt  of,  i8x. 

0 failures  in,  335,  593,  827. 

• National  bank  notes  redeemed  and 

destroyed,  50^ 

China,  demand  for  silver  in,  337. 

• ^ver  and  gold  in,  56. 

0 0 shijmed  to,  539. 

Cincinnati  bann/ statistics  of,  669. 
Cincinnati,  debt  of,  i8x. 

0 bank  taxation  in,  473,  476. 
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Cincinnati,  failures  in,  335,  592,  827. 

• National  bank  notes  r^eemed  and 

destroyed,  504. 

Circular  of  Comptroller  Hillhouse  on  taxa- 
tion of  bank  shares,  5x3. 

Circular,  the  specie,  of  President  Jackson, 
39- 

Circulation  from  January,  ’37,  to  January, 
’43,  ^Tcafly  reduced,  41. 

• of  National  bank  notes,  151,  152,  400, 

986,  987. 

« of  National  banks  {see  Money  Market). 

• MU  taxation  of,  Mr.  Norris  on, 

671. 

• of  New  York  banks,  665. 

« of  ^per  money,  401. 

• of  State  banks  taxed  ten  per  cent.,  44. 

• of  Swedish  banks,  598. 

Circulation,  average  note,  in  India,  520. 

• explanation  of,  829,  835. 

• National  bank  note,  151,  152,  400, 986, 

987.  • 

« National  bank  {see  Monev  Market). 

» outstanding,  of  National  banks,  416, 
496,  574i  656. 

1 the  pa^r  monev,  151. 

City  Bank,  New  York,  organized,  661. 
Claims  against  suspended  National  banks, 
interest  on,  977. 

Clark,  Luther  C.,  death  of,  899. 
Clearing-house  ^sociation,  N.  Y.,  100. 

» banks.  New  York,  capital,  deposits 
and  surplus,  582. 

a established  at  San  Francisco,  768. 

• of  New  York,  332,  403. 

» * commenced  October,  1853,  45- 

» of  Vienna,  777. 

Clearing  House,  action  of,  in  i860  and  1873, 
100. 

• new,  of  the  Gold  Exchange,  645. 

• New  York,  course  of  operations  of, 

748. 

• the  London,  statistics  of,  916. 

• the  London,  transactions  of,  915. 
Clearing  Houses  of  the  United  States,  332. 
Clearing  Houses,  when  first  established,  45. 
Clearing  methods  and  their  legal  recogni- 
tion, 183. 

Clearings,  system  of,  46. 

Clerks’,  bank,  of  Missouri,  association  of, 

138. 

• * New  York,  association  of,  554. 

• m provident  funds,  460. 

Cleveland  banks,  statistics  of,  669. 
Cleveland,  bank  taxation  in,  473,  476. 

» debt  of,  181. 

« National  bank  notes  redeemed  and 
destroyed,  504. 

Closing  of  a savings  bank,  564. 

Coal  combination,  failure  of,  89,  247. 

• » history  of  the,  247. 

» com^niesandproductivejCTOwth,925. 

• supply!  discussion  on,  in  England,  90. 
Coal,  production  of,  in  Great  Britain,  9^. 

• productive  power  as  dependent  on,  89. 

• trade,  the  British,  926. 

Cobb,  Howell,  appointed  Secretary  of  the 
Treasury,  lai. 

a • extracts  from  his  report,  i860, 
«3- 


( Coe,  G.  S.,  on  bank  dividends,  961. 
i a on  equalizing  bank  reserves,  100. 

a on  taxation  of  bank  deposits,  672. 

> Coin,  drainage  of,  during  the  Mexican  war,. 
42. 

I * silver,  issue  of,  6g. 

' Coinage  acts  of  1853  and  1873,  244. 

a of  silver  dollars,  1792  to  1873,  35. 

I • • in  Great  Britain,  170. 

a a pieces  less  than  a dollar,  35. 
a of  the  U.  S.  mints,  236. 

I a reform  in  Holland,  770. 

i Coinage,  amount  of,  for  twelve  years,  xai, 
j a the,  act  of  1873,  29. 

I a United  States,  294. 

; Coined  money,  when  it  is  a legal  tender, 
129. 

I Coin  certificates  {see  Money  Market). 

' a in  the  Treasury  {see  Money  Market). 

I Coin,  silver,  899. 

’ Coins,  discovery  of,  in  Rome,  695. 

I * gold,  silver  and  minor,  value  of,  30. 

I a old,  479. 

! a rare,  ^7. 

a silver,  issue  of,  236. 

Collateral,  twice  pigged,  155. 

Collecting  agents,  responsibility  of  banks 
for,  719. 

a banks,  liability  of,  140. 

Collection  p>aper,  mis-sent,  722. 

Collections  not  subject  to  protest,  147, 
Collections,  “ no  protest,”  146. 
a risk  of,  799, 

Colorado  banks,  statistics  of,  669. 

Colorado,  banks  and  bankers  of,  484,  725, 
804,  898. 

* bank  taxation  in,  473,  476. 
a bullion  in,  yield  of,  725. 

* failures  in,  335,  337,  592,  827. 
Columbia,  Bank  of,  at  Hudson,  chartered, 

659- 

Commerce  carried  on  by  credit  is  peculiar 
to  the  English-speaking  race,  ii. 
Commerce,  foreign,  of  New  York,  157. 
Commerci^  activity,  the  revival  of,  843. 
a agencies,  liability  of,  374. 
a crisis  in  Germany,  516. 

Commission,  the  silver,  483. 

Committee  of  British  Parliament  report  on 
silver,  147. 

Comparative  prices  of  staple  articles,  640. 
Compound-interest  notes,  65^. 

Compt.  of  the  Currency,  dividends  by,  238, 
9^. 

* a duties  of,  149. 

a a report  of  the,  472,  500. 

I Congress  and  bank  taxation,  417. 
a and  the  silver  question,  16^ 
a on  the  issue  of  silver,  153. 

Congress,  bank  taxation  in,  645. 
a bills  laid  over,  240. 
a new  acts  of,  i^. 
a the  silver  bill  in,  5^. 

Coimecticut  banks,  statistics  of,  669. 

a savings  banks,  statistics  of,  564. 
Coimecticut,  banks  and  bankers  of,  72, 
564,  646,  72s,  804,  852,  856,  898, 900, 
961,  991. 

a bank  commissioners  of,  report  of, ^6. 
a bank  taxation  in,  473,  476. 
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Connecticut,  failures  in,  335,  ^7,  827. 

m Farmers  and  Mecnani^’  Nationsd 
Bank,  Hartford,  735. 

* interest  laws  of,  72. 

• new  interest  laws  of,  900. 

• saving  banks  of,  852.  961. 
Consolidation  of  Chicago  banks,  565. 

m of  Montreal  banks,  319. 

Constitution  of  N.  Y.  Clearing  House,  45. 

m of  the  American  Bankers’  Asso.,  395. 
Contracts,  inter-State,  565. 

Contraction  of  currency,  698. 

* of  interest-bearing  notes,  6^. 
Convention  of  bankers  at  Philadelphia, 

249,  315* 

* of  bank  officers  at  Washington,  70. 

• of  delegates  in  1786  for  the  establish- 

ment of  a protective  tariff,  57. 
Cooke  & Co.,  Jay,  release  from  bankrupt- 
cy, 237. 

Co^pmtion  and  material  progress,  282. 

• in  Austria,  282. 

“ Comer”  in  trade  dollars,  564. 
Correspondence  of  officials  on  Mr.  Knox’s 
coinage  and  currency  report,  32. 
Correspondents,  inquiries  of,  145,  233,  721, 
798,^. 

Cost  of  livii^  at  different  periods,  5a 

* of  the  Franco-German  war,  942. 
Cotton,  price  of  for  twelve  years,  640. 
Counterfeit  currency,  supply  of,  407,  484. 
Counterfeiters,  punishment  of,  154. 
Counterfeits  of  National-bank  notes,  905. 
Counterfeits,  must  be  stamped,  150. 

m on  stamping,  146. 

Country  National  banks,  liabilities  of,  501. 

m » a resources  of,  500. 

Coupons,  detached,  secured  by  the  bond 
mortgage, 

Cowdin,  £.  C.,  on  bank  taxation,  839. 

m on  the  currency,  26. 

Cox,  James  P.,  death  of,  901. 

Crawford,  David,  death  of,  564, 

Credit  abroad,  our,  817. 

m and  clearing-house,  45. 

Credit  Fonder  of  France ; — 
and  its  fortunes,  930. 
its  assets  and  liabilities,  8. 
its  four  great  functions,  7. 
its  object,  7. 
its  weak  point,  8. 
troubles  of  the,  7. 

Credit,  the  creation  of,  quite  new,  ii. 
Crisis,  banking,  in  Portugal,  275. 

m commerc^,  in  Germany,  516. 

Cross,  Trueman,  death  of,  72. 

Cross^  checks  on  banks,  132. 

Culture,  self.  Lord  Gifford  on,  66. 
Currency  exchanges  and  balances,  332. 
m express  cha^^  on,  988. 
m movements  in  Italy,  191. 
m » Germany,  583. 

* of  the  U.  S.,  Ernest  Seyd  on,  770. 

• panic,  none  in  England  for  Uiirty 

years,  x8. 

Currency  report  of  Knox,  deputy  comp- 
troller, y : — 

Bonxano,  Dr.  M.  F.,  on  the,  33. 
Patterson,  Robert,  on  the,  32. 

Raymond,  R.  W.,  on  the,  33. 


Currency  report  of  Dep.  Compt.  Knox 
Torrey,  E)r.  John,  on  the,  33. 

Currency,  contraction  of,  6^. 

• counterfeit,  supply  of,  407,  484. 

# E.  C.  Cowdin’s  address  on  the,  26. 

a gold,  average  premium  in  i863-’4, 126, 

* government,  6^. 

* Indian  paper,  profits  of,  521. 

• our,  different  from  English,  advan- 

tages of,  131. 

a the  paper,  of  India,  519. 
a total,  698. 

a volume  of,  in  relation  to  prices,  546. 
Customs  receipts,  at  New  York,  167. 
a a 1791-1875,  62. 


Daily  Premltun  on  Gk)ld  at  New 
York,  73,  160,  238,  323,  412,  491,  567, 
642,  6to,  732,  807,  908,  994. 

Dakota  banks,  statistics  of,  669, 

• banks  and  bankers  of,  80^  89S. 
a bank  taxation  in,  473. 

• failures  in,  827. 

Damages  on  foreign  biUs,  567. 

Danp^rous  forgeiy,  804. 

Daniel  on  Negotiable  Instruments,  230. 
Danubian  Principalities,  new  loan  in,  274. 
Daru,  M.,  on  the  double  standard,  299. 
Death  and  character  of  M.  Wolowski,  251. 

• of  Gen.  W.  D.  Allen,  565. 

• of  Paul  Bunker,  564. 

• of  David  Crawford,  564. 

• of  Charles  Enslin,  647. 

a of  Joseph  Lee  Heywood,  312,  317. 
a of  Wm.  K.  Kitchen,  316. 
a of  R.  A.  C.  Martin,  313. 

• of  James  Peale,  485. 

a of  W.  C.  Ralston,  764. 
a of  Hon.  Daniel  H.  Sterling,  804. 
a of  Col.  Washington  R.  Vermilye,  564. 
Deaths  of  bank  officers  or  bankers,  So,  168, 
3i3»  3i3»  316,  3171  338,  416,  485,  496, 
564,  565,  5A  647,  656,  736,  764,  804,  816, 
899,  901,  902,  903,  912,  991,  1000. 

Debt  and  revenue  of  Portugal,  278. 
a of  the  Revolution,  367. 
a of  the  United  States,  apparent  liqui- 
dation of,  127. 

• a official  statement  of,  161. 

• a outstanding,  127. 

a of  the  war  of  1812,  374. 

a public,  of  the  United  States,  161,  324, 
492,  651,  810,  985. 

• the  National,  annual  interest  on,  627, 
a a compiared  with  the  Revolution- 

dsy  Debt,  680. 

• * io  iS&j  and  186S,  693. 

a a interest  on,  693. 

a a may  be  easily  paid,  689. 

• • Mr.  Morrill  on,  866. 

• a Mr.  Sumner  on,  865. 

• • Mr.  Wilson  on,  866. 

a a principal  of,  693. 

a a refunaing  of,  497. 

Debts  of  the  Revolution  and  of  the  war  of 
1812,  366. 

Debts,  municipal,  growth  of,  x8x. 
a a of  raief  cities,  x8x. 

a a of  New  York  City,  x82. 
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Debts,  public,  injure  all  productive  interests, 

958- 

» the  defaulting;  State,  587. 

Decisions,  legal,  d^;e8t  of,  7^ 

Defalcation  and  forgery, 

• in  Belgium,  5&. 

Defalcation,  404,  646. 

Defaulting  State  debts,  the,  587. 

Defects  in  the  bankruptcy  laws,  96. 
Delaware  banks,  statistics  of,  669. 
Delaware,  banlu  and  bankers  of,  898. 

« bank  taxation  in,  473,  476,  856. 

• failures  in,  335,  337,  5^,  827. 

Demand  for  silver  in  British  India,  261. 
Demonetisation  of  silver,  779. 

Denmark,  area  of,  93. 

^ » population  of,  93. 

• railways  of,  93. 

Deposit,  what  is  a ? 672. 

Deposits,  special,  law  of,  892. 

Depositors  and  assets  of  Maine  State  banks, 

565. 

• of  Swedish  banks,  598. 

Depositors,  number  of,  in  California,  768. 
Deposits  and  depositors  in  Connecticut 

savings  banks,  56^ 

« in  Boston  banks,  208. 

• in  BHtish  savings  banks,  923. 

« in  Massachusetts  banks,  208. 

» in  Swedish  banks,  598. 

^ « of  California  banks,  767. 

" of  California  saving^  banks,  767. 

" of  New  York  banks,  665, 922. 

« of  saving;s  banks,  851,  022. 

Deposits,  action  of  the  New  York  Clearing* 
house  Association  against  paying 
interest  on,  iia 

M average  and  taxable,  of  savings  banks, 
856. 

« average,  per  capita,  768. 

» bank,  should  they  bear  interest,  xo8. 

• Government,  removed  from  U.  S. 

Bank,  38. 

» interest  on,  339,  832. 

• nature  of,  82^ 

• New  York  City  banks,  572,  582. 

« total,  in  banks  in  the  U.  S.,  505. 

Depreciation  of  silver,  causes  of,  262. 
Depression  of  industry,  causes  and  reme- 
dies of,  267. 

De  Quincey’s  mistake  as  to  value  of  gold,  51. 
Destruction  of  National  bank  notes,  471. 
Detroit  banks,  statistics  of,  669. 

Detroit,  bank  taxation  in,  473,  476. 

« debt  of,  x8i. 

Diamond  Savings  Bank  of  Allegheny,  Pa., 
quitting  business,  647. 

Different  standards  of  money  do  not  ob- 
struct trade  between  nations,  X28. 

Digest  of  legal  decisions  in  x8^  789. 
Directors  and  stockholders,  rights  of,  983. 
Discontinuances,  75,  x6o,  24X,  323, 4x2, 490, 
570,  650,  733,  809,  907,  9^. 

Discount  deposit,  of  the,  961. 

Discoveiy  of  coins  in  Rome,  695. 
Dissolutions  (see  Discontinuances). 
Distinction  between  bankers  and  brokers 
under  the  Internal  Revenue  Law,  227. 
District  of  Columbia,  banks  and  bankers 
of,  856,  898. 


District  of  Columbia,  bank  taxation  in,  473. 
» 0 failures  in,  335,  337,  59a,  827. 

« statistics  of  banks  in,  669. 

Dividend  of  British  canal  stocks,  774. 

• of  British  Ocean  Steamship  lines,  774. 

• of  London  and  North-W^em  Rail- 

way, 774. 

• of  London  water  companies,  774. 

« on  British  real  estate  investments, 
774- 

» on  the  London  and  St.  Catharine 
docks,  774. 

Dividends,  238,  401,  406,  408,  483,  736,  899, 
904,  962. 

Dividends  of  the  Boston  banks,  904. 

• of  suspended  banks,  809. 

Dix,  John  A.,  appointed  Sectary  of  the 
Treasury,  124. 

Dod  on  S<x>tch  and  English  banks.  X99. 
Dollar,  the  silver,  E.  B.  Elliott’s  history  of, 
33- 

Dominion  Bank,  its  operations.  73. 

Double  and  single  standard,  what  is  meant 

*>y,  39*- 

Double  standard,  the,  36. 
and  its  advocates, 

changes  from  Gold  to  Silver,  under,  20X. 
favorable  to  American  interests,  83. 
in  France,  495. 

Jevons  on  the,  295. 

M.  Daru  on  the,  299. 

Prof.  S.  Visserry  on  the,  300. 
specie  payments  and  the,  i. 
tne  London  Economist  on  the,  258. 
when  we  left  it,  4. 

Draft,  un  indorsed,  failure  to  protest,  983. 
Drafts,  on  stopping  payment  of,  X46. 

• sight,  protest  of,  722. 

Duane,  Hon.  Wm.  J.,  dissents  from  Presi- 
dent Jackson,  38. 

Dun,  Barlow  & Co. 
on  failure,  594. 

on  the  National  Bankrupt  Law,  596. 
on  our  bankrupt  law,  96. 
report  of  six  months  failures,  05. 

Dun  on  the  banks  of  England  and  Wales,  15. 
Duplicate  checks,  234. 


Early  Gold  Mining  in  the  Bonth, 

468. 

Earnings,  gross  and  net,  of  our  railroads, 
93* 

m per  mile  of  railroads,  European  and 
American,  281. 

East,  drain  of  the  predous  metal  to  the,  54, 

« the,  silver  sent  to,  X7a 
Economic  science  and  its  leaders,  20,  427. 
Economist^  the  London  : — 
on  American  securities  in  England,  813, 
8x4. 

on  business  d^ression  in  Austria,  776. 
on  the  banking  crisis  in  Portugal,  276. 
on  the  Credit  Ponder  of  France,  8,  ix. 
on  the  double  standard.  258. 
on  the  increased  production  of  silver 
from  1849  to  iS63(  5^. 
on  the  money  Markets  of  Europe,  494, 
574- 
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Economist^  the  London  : — 
on  the  proposed  trade  dollar  of  Ger- 
many, 575. 

on  the  Russian  finances,  6p3,  604. 
on  U.  S.  railroad  securities,  818. 

Economising,  the,  of  bank  reserves,  loa 
Economy  and  the  revival  of  business,  874. 
Effects  and  growth  of  monetary  law,  737.  ' 
Egypt,  Frendi  govermental  interest  in,  9. 
EUiott,  £.  B.,  on  the  exclusive  gold  stan-  1 
dard,  256.  | 

• m history  of  the  silver  dollar, 

England  and  France,  wages  of  artisans  i 

compared,  834. 

a and  Germany,  as  spede-paying  coun- 
tries, 362. 

• and  the  monetary  revolution  in  Ger- 

many, 35a 

England,  American  railroad  stocks  in,  8x4,  ' 

• American  Securities  in,  813,  814. 

• changes  in  its  banking  laws  proposed,  ; 

la. 

• deposit  per  capita,  768. 

m pauperism  in,  916.  , 

m resumption  of  specie  payments  in,  1 

506. 

« Scotch  banking  systems  in,  193,  8^. 
England,  the  Bank  of : — 
new  diiectors  of,  992. 
provident  society  of,  461. 
savings  department  for  clerks  in,  461.  , 

specie  in,  172. 

English  banking  reforms  of  Sir  R.  Peel,  17, 
x8. 

Enslin,  Charles,  death  of,  647. 

Equalizing  bank  reserves,  report  on,  No- 
vember, i860,  loa 
Europe,  area  of,  93. 

• deposit  per  capita,  768. 

• money  markets  of,  the  London  Econ- 

mist  on,  494.  1 

m new  loans  in,  274.  , 

• our  securities  in,  817. 
m population  of,  93. 

• railroad  network  in,  280. 

m railways  of,  93. 

• . the  chief  ban^  of,  specie  in,  172.  | 

Excess  of  imports  into  ^rmany,  62^  I 
Exchange  on  London,  77,  16^  24^  325,  | 

4*3,  493,  57*,  653,  73^  «**,  909,  1 

Elxchange,  American  Mining  and  Stock,  | 

363.  j 

• bills  of,  and  international  law,  466.  j 

• • how  they  originate,  87.  ' 

• • in  Rhode  Island,  4^  1 

• N.  Y.  Gold,  end  of,  ^39.  I 

• Stock,  of  New  York,  fluctuation  of,  I 

ite.  j 

Exdianges  and  balances,  currency,  332.  , 

F.«rhang^  foreign,  and  specie  payments^^  * 

• foreign  (see  Money  Market). 

Ejrclusrve  gold  standard,  the,  256. 

Exhaustion  of  our  timber  supply,  535. 
Expenditures  for  decades  ending  1800  and 

1810,  371. 

• for  decades  ending  1820  and  1830, 374. 
Expenses  of  Government,  6^ 

• of  National  Bank  of  Exemption,  69. 
Exports  and  imports,  Austrian,  778. 

C 


Exports  and  imports  of  the  United  States, 
652. 

• port  of  New  York,  80,  576,  73(6,  912, 

1000. 

• from  Great  Britain,  value  of,  for  15 

years,  88. 

• from  New  York  feix  months),  157. 

• of  British  and  Irish  produce  from 

1849-64,  52. 

• of  gold,  averages  of,  1849-1857,  122. 
Express  charges  on  currency,  9^. 

m companies,  liability  of,  5^. 
Expression  of  vidue,  291. 

Express,  valuable  packages  by,  718. 


k. 


Failure  of  banka  In  1887*  40. 

• of  Ohio  Life  and  Trust  Company, 

1857,  42. 

• to  protest  unindorsed  draft,  983. 
Failures  and  their  causes,  591. 

• in  Canada,  592,  593. 

a in  the  United  States,  335,  337,’  338, 

. of^raBd  bankers,  71,  235,  237, 
3*5.  3*6,  3*8,  338,  405,  647. 
a January  to  June,  1875-6,  95. 

Failures,  mercantile,  334,  826. 

a number  of.  In  New  York  City,  wi. 
Farmers  and  Mechanics*  National 
Hartford,  Conn.,  725. 

Federal  Constitution,  why  adopted,  58. 
Fees,  protest,  799. 

Females  as  stockholders  in  Nat.  banks,  987. 

a as  bank  officers,  803.  iJ;, 

Fessenden,  Hon.  W.  P.,  when  Secretary  of 
the  Treasury,  126. 

Filling  blanks  in  negotiable  paper,  984. 
Fillmore,  Hon.  M.,  on  the  appointment  of 
bank  commissioners,  (A2. 
a • on  the  safety-fund  banks,  664. 
Finance  and  the  Social  Science  Asso.,  2^. 

• and  trade  of  British  India,  449. 

• institutions,  two-fold  olyect  of,  109. 
Finance,  a century  of,  in  the  United  States, 

57,  *a*. 

Finances,  the,  of  Russia,  603. 

Financial  and  banking  items,  69,  153,  2^, 
3*4,  403,  483,  563,  644,  724,  802,  899,  9^. 
Financial  law,  789,  889. 


losses  by  insolvency,  94. 
parallels,  506. 


situation,  the,  913. 

yf  Credit 


Fonder  of  France, 


statement  of 

8. 

system,  our,  well  constructed  at  the 


beginning,  5a 
Financing,  profits  of,  943. 

First  bank  bartered  in  New  York,  657. 

banks  in  California,  761. 

- a panic  in  California,  762. 

a Tariff  Act  of  the  United  States,  in 
*789,  58. 

Fiscal  burdens  of  the  banks,  memorial  on 
the,  7^ 

Fish,  price  of,  12  years,  640. 

Five-Twenty  Bonds,  calls  of,  314,  406,  644, 
704,  8oi,  890,*9ffi. 

Fixed  piayee,  checks  payable  to,  233. 
Fleming  on  Sottish  banking,  858. 
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Floating  capital,  how  collected,  91. 

« • the  b^is  of  bankiz^,  109. 

Florida  banks,  statistics  of,  6^ 

Florida,  banks  and  bankers  of,  856,  898. 

• bank  taxation  in,  473. 

a failures  in,  335,  w,  592,  827. 
Fluctuations  of  the  New  York  Stock  Ex- 
change, 162,  638. 

Foreign  bills,  damages  on,  567. 

• capital  and  new  loans,  274. 

m commerce  of  New  York,  157. 
a exchanges  and  specie  payments,  84. 
a a {see  Money  Market). 
a exports  from  New  York,  80,  576. 
a imports  at  New  York,  15, 80,  167,  576, 
912,  999. 

a trade,  movements  of,  655. 

Forgery  and  defalcation,  728. 

Forgery,  dangerous,  804. 

France  exempt  from  the  general  depression, 
X08. 

France,  area  of,  93. 
a banking  in,  285,  408. 
a banking  system  of,  conservative,  108. 
a bank  of,  M.  Mollien  on  the,  755. 

• a specie  in  the,  172. 

a a reserve  of  the,  921. 
a a statistics  of  the,  921. 

a a two  per  cent,  at  the,  920. 

a Credit  Fonder  of,  {see  Cr^it  Fonder). 
a new  loans  in,  274. 

• population  of,  93. 

a progress  of,  in  national  wealth,  769. 
a railways  of,  93. 
a report  of  the  bank  of,  285. 
a shares  of  the  bank  of,  income  from, 
775- 

a silver  monejr  of,  495. 
a tax  reform  in,  4^ 
a the  double  standard  in,  495. 

• troubles  of  the  Credit  Foncier  of,  7. 
Franco-German  war,  the  cost  of,  942. 
Fraser's  Magazine  on  productive  agendes 

in  India,  S5. 

Fraud,  extensive,  71. 

Frauds  and  felonies,  407,  646,  647. 

a on  banks  and  bankers,  71,  407,  990. 
Fraudulent  alterations  in  checlu,  982. 

Free  banking  law  of  New  York,  41. 

• a system  ; its  disastrous  defects,  16. 

a • no  monopoly,  44.  ^ 

a a s3Tstem  of  New  York,  663. 

“ Free  trade  ” objections  answered*  7x4, 
French  and  British  investments,  profit  on, 

• an7^nglish  artisans,  wages  of,  com;:, 

pared,  834. 

a governmental  interest  in  Egypt,  9, 

• loan,  the,  of  xSss,  420. 

Frost-Payne  bill,  the,  69. 

Fruits,  price  of,  twelve  years,  640. 

Funding  and  resumption,  871. 

a system,  Ricardo  on  the,  694. 


Oallatin,  James,  death  of.  71- 
a National  bank,  Nev  York,  taxation, 
case  of,  820,  888. 
a a a tax  Suit,  418. 


Gambetta,  M.,  plan  of  taxation,  439. 
Georgia  banks,  statistics  of,  669. 

Georgia,  banks  and  bankers  of,  898,  991. 
a Dank  taxation  in,  473,  474. 

* failures  in,  3«,  337,  592,  827. 

German  Imperial  Bank,  re^rt  of  the,  &49. 
Germany  and  England,  as  ^>ede-paying 

countries,  362. 

a and  the  gold  and  silver  markets,  8x. 
Germany,  area  of,  93. 
a banking  in,  408. 
a commercial  crisis  in.  ^x6. 
a currency  movements  in,  583. 
a excess  of  imports  into,  623. 
a joint-stock  speculation  in,  771. 
a new  loans  in^  274. 
a population  of,  93. 
a profits  in,  4x5. 
a proposed  trade  dollar  of,  575. 
a railwa3Ts  of,  93. 
a silver  question  in,  386. 

* the  Bank  of,  specie  in,  172. 

a the  monetaiy  question  in,  346. 
a the  monetary  revolution  in,  350. 
Germany’s  stock  of  silver,  239. 

Gibbons,  J.  S.,  on  a century  of  finance  in 
the  United  States,  57,  X2X. 

Gibson,  Geo.  R. : — 
on  banking  in  California,  76X. 
on  the  battle  of  the  standards,  2x7. 
Gifford,  Lord,  on  self  culture,  &c.,  66. 

Gold  and  silver ; — 
as  money,  289. 
increasing  scarcity  of,  47. 
markets  disturbed  by  &rmany,  82. 
production  of,  263,  529. 
ratio  between,  717. 
value  of,  50,  240. 

Gold  and  stock  markets,  review  of,  634. 
a a Telegraph  Co.,  New  York,  404. 
a and  stocks,  opening,  highest,  lowest, 
and  closing  quotations  of,  for  1876, 

637- 

* banks  established,  768. 

a coin  and  bullion,  reserve  of,  in  India, 
520. 

a demonetized  in  Germany  and  Bel- 
gium, 5x. 

a Exchange,  the,  900. 

* * new  Clearing  House  of,  645. 

^a  m New  York,  404,  803,  900,  98^ 

a mines  of  California,  468. 
a mining  in  the  Uniteid  States,  468. 
a movements  in  British  India,  452. 
a refused  for  payment  for  taxes  in 
India,  5X. 

a simultaneously  discovered  in  Califor- 
nia and  Australia,  5x. 
a standard  and  the  Netherlands,  903. 
a standard,  the  exclusive,  256. 

Gold,  annual  supply  of,  299. 
a appreciation  of,  82. 
a average  rate  on,  in  ’63  and  ’64,  X26. 
a averages  of  exports  of,  1849-X857,  X22. 
a daily  premium  on,  642. 
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• freedom  of  action  in  placing  it,  4. 

• gold  and  silver  as,  289. 
a M.  Cemuschi  on,  704, 

• on  different  standards  of,  X28. 
f paper,  beauties  of,  486. 

Mono-metallic  conflict,  the,  360. 

Montana  banks,  statistics  of,  669. 

Montana,  banks  and  bankers  of,  805,  898. 
a bank  taxation  in,  473,  474. 

• failures  in,  335,  337,  592,  827. 

Montreal  banks,  consolidation  of,  3x9. 
Montreal,  banks  and  bankers  of,  408,  566. 
Morrill,  Hon.  Lot  M.  ; — 

nominated  Secretary  of  Treasury,  69. 
on  the  National  debt,  866. 

Secretary  of  the  Treasury,  X53. 

Morris,  Robert,  and  the  public  lands,  458. 
Mortgage  security  and  National  banks,  556, 

72X. 

Mortgage,  a bond,  secures  the  detached 
coupons,  984. 

Moscow,  Commercial  and  Loan  Bank  of, 
431.  434- 

Movements  in  German  currency,  583. 
a of  foreign  trade,  655. 
a of  gold  {see  Money  Market). 

Municipal  debt  of  New  York  City,  x8a. 

• debts  of  chief  cities,  i8x. 
a debts,  growth  of,  x8i. 

Murdered  b^k  officers,  the,  802. 

Mutual  Benefit  Association  : — 
bank  clerks*,  of  New  Yoik,  554. 
bankers*  of  Pittsburgh,  555. 


Naquet,  M., 
Deputies.  8. 
National  Bank  :- 


in  the  Chamber  of 


act,  passed  February  25,  X863,  44. 
bonds  deposited  at  Washington,  502. 
a securing  circulation  {see  Money 
Market). 
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National  Bank : — 

m securing  U.  S.  deposits  {see  Money 
Market). 

circulation  (see  Money  Market). 

* outstanding,  416,  496,  574,  656. 

* security  for,  327. 

* statistics  of,  151,  15a,  400,  986,  987. 
« taxation  of,  Norris  on,  671. 

* the,  15a,  400,  503. 
notes,  counterfeits  of,  905. 

« destruction  of,  471. 
m issue  of,  393,  40Z. 

* issue  and  retirement  of.  739. 

» redemption  of,  729. 

of  redemption,  expenses  of,  69. 
of  Italy,  193. 

power  of  a,  to  make  a note,  993. 
shareholders,  assessment  of,  150. 
shares,  taxation  of,  417,  477,  ^S. 
stock,  average  amount  to  each  share- 
holder, 505. 

« transfer  of,  800. 
system  of  Hon.  S.  P.  Chasfe,  125. 
taxation,  basis  of,  480,  513. 

» George  S.  Coe  on,  6ja. 

National  bankrupt  law,  the,  596. 

National  Bank : — 
abstract  of  reports,  76,  343. 
and  mortgage  security,  5^,  731. 
and  State  usury  laws,  8w. 
and  usury,  743,  881. 
cashier,  ^wer  of  State  over  a,  975. 
exempt  from  penalties  of  State  usury 
laws,  6, 

of  State  of  New  York,  curious  statistics 
of,  647. 

steady  the  rate  of  interest,  6. 
withdraMring  circulation,  503. 

National  banks : — 
act  authorixin^  placing  of,  149. 
aggregate  liamlities  of,  76. 

» resources  of,  76. 
amount  of  taxes  paid  by,  473. 
conversion  to  State  As^'ns,  N.  Y.,  984. 
counterfeits  must  be  stamped  by,  150. 
females  as  stockholders  in,  981. 
insolvent,  793. 
insolvent,  law  of,  149. 
liabilities  and  resources,  501. 
liabilities  of,  149,  500,  501. 
liquidation  of,  1^  . 
new  {see  Official  Bulletin), 
notes  in  circulation  {see  Money  Market), 
number  of  shareholders  in,  505. 
number  of  shares  of,  505. 
ratios  of  taxation  to  capital,  473. 
resources  of,  500. 
right  of,  to  deal  in  stocks,  339. 
statistics  of,  669. 
surplus  of,  669. 

suspended,  interest  on  claims  against,977. 
taxation  of,  417,  737. 
taxes  paid  by,  in  1876,  674. 
usury  by,  557,  787. 

National  debt,  the : — 
annual  interest  on,  637. 
compared  with  the  Revolutionary  debt, 
68^ 

interest  on,  693. 
may  be  easily  paid,  689. 


( National  Debt,  the  : — 

Morrill  on, 

Sumner  on,  86^. 

Wilson  on,  86a 
I principal  of,  693. 
refunaing  of,  497. 

I National  gold  banks  established,  768. 

• revenue,  surplus  of,  636. 

« sinking  fund,  the,  635,  86^ 

I • wealth,  how  aid^  by  political  econo- 
I my,  537* 

I * * progress  of  France  in,  769. 

Naval  stores,  prices  of,  13  years,  641. 

I Nebraska  banks,  statistics  of,  6^ 
Nebraska,  banks  and  bankers  of,  898. 

• bank  taxation  in,  473,  474,  4^. 

• failures  in,  3^,  337,  593,  837. 

Negligence,  law  983. 

Negotiable  paper,  filling  bl^ks  in,  984. 

: Net  earnings  of  our  raihoads,  93. 
Netherlanck,  the^  and  the  gold  standard,  903. 
Nevada  silver  mines,  470. 

" Stock  Exchange  Board,  48^* 

Nevada,  banks  and  bankers  of, 

• failures  in,  335,  337,  592,  837. 

New  acts  of  Congress,  149. 

Newark,  debt  of,  181. 

New  banking:  laws  of  New  York,  984. 

« banks  m Massachusetts,  1831-315,  316. 
« books,  notices  of,  330,  331,  491,  560, 
648.  7P4* 

• Brunswick,  failures  in,  593. 

New  England  States : — 

bank  taxation  in, 

capital  and  deposits  of  banks  other  than 
National,  505. 
failures  in,  593. 

Newfoundland,  failures  in, 

New  Hampshire  banks,  statisUcs  of,  669. 
New  Hampshire,  banks  and  bankers  of, 
856,898. 

• " bank  taxation  in,  473,  476. 

I * * failures  in,  335,  337,  593,  837. 

j New  interest  law  of  Connecticut,  ooo. 

I New  Jersey  banks,  statistics  of,  6d^ 

New  Jersey,  banks  and  bankers  of,  318,  856, 
898,  903. 

» * bank  taxation  in,  473,  474,  476. 

• » failures  in,  3^,  337,  593,  827. 
New,  John  C.,  resi^ation  of,  69. 

I New  loans  and  foreign  capital,  274. 

I • • in  Europe,  374. 

< New  Mexico  banks,  statistics  of,  669. 

I New  Mexico,  bank  taxation  of,  47^  476. 
New  National  banks,  bankers  and  savii^ 
banks,  74,  158,  241,  320,  409,  487,  5®, 
648,  7^»  807,  908,  993. 

New  Orleans  banks,  statistics  of,  669. 

New  Orleans,  bank  taxation  in,  473,  474, 
476. 

• • National  bank  notes  redeemed 

and  destroyed,  %4. 

New  phases  of  the  silver  problem,  521, 

« resumption  bill,  734. 

• safety  paper,  a,  486. 

New  Soutn  Wales,  revenue  of,  436, 

New  York 

assessors,  the,  and  bank  taxes,  59^  601. 
Bank  Clerks’  Mutual  Benefit  Association, 
554* 
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New  York : — 

banks,  action  of,  in  1857,  43* 

New  York  City  banks  : — 

{See  Money  Market.) 

and  the  war  finance,  173. 

dividends  of,  736. 

greenback  movement  in,  4x3,  654. 

reserves,  loans,  deposits  and  surplus, 

572. 

resources  of,  897. 

statements  of,  78,  165,  245,  325,  413,  493, 
S73»  653,  735,  813.  910,  997. 
statistics  of,  669. 
surplus  of,  667,  668. 

New  York  City  : — 

banks  and  bankers  in,  71,  154,  235,  315, 
316,  403,  404,  405,  483,  563,  564,  64s, 
646,  647,  725,  727,  728,  807,  898,  899, 

902,  994. 

bank  stocks,  816. 
bank  taxation  in,  473,  474,  476. 
capital  of  banks  in,  ^5,  6^. 
circulation  of  banks  in,  665. 
clearing  house  of,  332,  403. 
debt  of,  182. 

deposits  of  banks  in,  665. 
exports  from,  80,  576,  736,  912,  1000. 
failures  in,  335,  337,  338,  592,  827. 
imports  at,  15,  80,  167,  576,  91a,  1000. 
liabilities  of  failing  firms,  591. 
liabilities  of  National  banks  in,  501. 
loans  of  banks  in,  665. 
national  bank  notes  redeemed  and  des- 
troyed, 504. 

number  of  banks  in,  665. 
premium  on  gold  at,  73,  160,  238,  323, 
412,  491,  567, 642, 650,  732, 807,  994. 

resources  of  National  banks  in,  50X. 
savings  bank  failures  in,  414. 
specie  of  banks  in,  665. 
state  banks,  liabilities  of,  896. 

• a quarterly  statements  of,  645. 
New  York  Clearing  House ; — 

Association,  100. 

banks,  capital,  deposits  and  surplus,  582. 
course  of  operations  of,  748. 
report  on  paying  interest,  iio. 

New  York,  exports  from,  80,  576,  736,  912, 
1000. 

a a foreign  commerce  of,  157. 
a a gold  exchange,  404,  ^3. 

* a ^Id  and  Stock  Telegraph  Co., 
404. 

New  York  State  banks  : — 
statistics  of,  647,  669. 
surplus  of,  667. 

New  York  State  : — 
assessments  in,  933,  934. 
banking,  history  of,  657. 
banking  laws,  new,  of,  984. 
banking  system  of,  746. 
a a second  period,  660. 

a a third  period,  oSi. 

a a fourth  period,  663. 

a a fifth. period,  66^ 

bank  of  New  York,  chartered,  657. 
banks  and  bankers  of,  564,  7^  ^5,  856, 

bar^  required  to  report  fo  State  comp- 
troller, 664. 


New  York  State : — 
bank  Superintendent  established,  664. 
bank  taxation  in,  473,  474,  476. 
capital  of  banks  in,  ^5. 
circulation  of  banks  in,  665. 
deposits  of  banks  in,  ^5,  922. 
failures  in,  335,  337,  592,  827. 
first  bank  chartered  in,  657. 
free  banking  law  of,  41. 
free  banking  system,  663. 
increase  of  assessments  in,  933. 
loans  of  banks  in,  665. 
national  banks,  curious  statistics  of,  647. 
new  banking  laws  of,  984. 
number  of  banks  in,  665. 
restraining  act  passed,  663. 
safety-fund  banks,  Hon.  Millard  Fill- 
more on,  664. 

safety-fund  system  passed,  661. 
specie  of  banks  in,  665. 
state  bank  charter^,  659. 

Supreme  Court  of,  480. 
taxation  in,  932. 
the  savings  banks  of,  922. 
taxation  of  banks  in,  820. 
usury  laws  in,  727. 

New  York  Stock  Exchange  : — 
fluctuations  of  the,  638. 
new  rule  of,  403. 
the  new,  988. 

New  Zealand,  banking  customs  in,  183. 
Norris  on  the  taxation  of  National  bank 
circulation,  671. 

North  America,  area  of,  93. 

• a population  of,  93. 

• • railways  of,  93. 

Northampton  bank  robbery,  805. 

North  Cs^olina  banks,  statistics  of,  669. 
North  Carolina,  banks  and  bankers  in,  898, 

902. 

• a bank  taxation  in,  473,  476. 

• * failures  in,  335,  337,  592,  827. 

a a usury  laws  in,  727. 

a a usury  law  of,  902. 

Northcote,  Sir  Stafford,  and  the  English 
bankers,  13. 

Northfield,  First  National  Bank,  robbery 
of,  317- 

North-West  Provinces  (India),  public  works 
in,  684. 

Norway,  area  of,  93. 
a population  of,  93. 
a railways  of,  93. 

Note  circulation,  avera^,  in  India,  52a 
Note,  a promissory,  title  to,  873. 

Notes  on  the  money  market,  77,  164,  244, 
Wt  332.  4*3i  493,  571,  653,  734,  811,  909, 

Notes,  are’  banks  entitled  to  purchase 
them  ? 510. 
a bank,  698. 

a compound-interest,  698. 
a interest-bearing,  contraction  of,  698. 

• legal-tender,  issue  and  retirement  of, 

720. 

• legal-tender,  on  interest,  884. 

• legal-tender,  to  June  30,  1875,  392. 

a National  bank,  issue  and  retirement 

of,  729- 

• National  bank,  redemption  of,  7^9. 
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Notes,  National  bank,  to  November  z,  1875, 
jga. 

» not  to  be  purchased  by  incorporated 
banks,  630. 
m one  and  two  year, 

" promissory,  in  Rhode  Island,  48a 
• raised,  391. 

Notices  of  new  books,  230,  321,  491,  560, 
648,  794- 

“ No  protest  ” collections,  146. 

Nourse,  B.  F.,  on  the  relation  of  the  volume 
of  currency  to  prices,  546. 

Nova  Scotia,  banlcs  and  bankers  in,  238. 

" " failures  in,  593. 

Number  of  acres  and  i^ue  thereof  in  1798, 
690. 

m of  banks  in  New  York,  665. 
m of  houses  and  value  thereof  in  1798, 

Number,  total,  of  banks  in  the  United 
States  and  in  each  State,  505. 

» total,  of  National  bank  shares,  505. 

« total,  of  shareholders  in  National 
banks,  505. 


Ocean  National  Bank,  assessments 
on  shareholders  of,  646. 
m steamship  lines,  British,  dividends  on, 

774. 

Official  bulletin  of  new  National  banks,  74, 
158,  241,  321,  570,  648,  732,  908,  993. 
Ohio  banks,  statistics  of,  669. 

Ohio  Life  and  Trust  Co.,  failure  of,  42. 
Ohio,  banks  and  bankers  in,  42,  zip,  565, 
806,  856,  898,  99Z,  992. 
m bank  taxation  in,  473,  474,  476. 

- failures  in,  335,  337,  592,  827. 

• railroads  m,  Z33. 

Oils,  prices  of,  twelve  years,  64Z. 

Old  coins,  479. 

One  and  two  year  notes,  698. 

m pound  notes  prohibit^  in  England  in 
Z826,  z6. 

Ontario,  failures  in,  593. 

Oregon  banks,  statistics  of, 

Oregon,  banks  and  bankers  m,  898. 
m bank  taxation  in,  473,  476. 

• faUures  in,  335,  337,  592,  827. 
Organization  of  the  American  Bankers* 

Association,  397. 

Oriental  nations,  their  demand  for  silver,  3. 
Our  banking  system,  statistics  of,  837. 

« credit  abroad,  8Z7. 
m securities  abroad,  prospects  of,  577. 
Outl^  for  our  sUver  products,  444. 
Outstanding  circulation  of  National  banks, 
4z6,  406,  574,  656. 

• d^t  of  Unit^  States,  Z86Z-Z875,  Z27. 


Pacific  States,  failures  in.  S93> 
Paine,  Albert  W.,  on  money,  289. 
Pall  kaU  Ga%etU,  the 

on  American  railway  stock,  8Z4. 
on  interest  on  deposits,  34Z. 

Panic  and  revulsion  of  z^y,  42. 

* H ^37, » . 

* of  Z873  and  its'causes,  ^ 

m reqieGring  the  supply  ot  silver,  a. 


I Panic,  currency,  none  for  thirty  years  in 
I England,  18. 

Panics  of  *73  and  former  years  compared, 
914. 

Paper,  a new  safety,  486. 

Paper  credit  of  Great  Britain,  964. 
m currency  in  Z859,  ^8. 

• • in  Austria,  778. 

« a now  outstanding,  28. 

Paper  currency,  Indian,  profits  of,  52z. 

m a the,  of  India,  510. 

Paper  money  circulation,  the,  151. 
a • in  France,  27. 

a « in  Italy,  191. 

• • in  Russia,  excessive,  icn. 

• • prospects  in  Russia,  436. 

Paper  money,  beauties  of,  486. 

• • Adam  Smith  on,  963. 

a a circulation  of,  401. 

a a influence  of,  on  investments,  969. 

a a issue  of,  in  war  times,  Z77. 

Parallels,  fin^cial,  506. 

Paris  money  marked  zo. 

Park  Saving  Bank,  Brooklyn,  close  of,  564. 
Parliamentary  government  in  France,  ad- 
vantage of,  9. 

Partial  payment,  does  it  release  an  indors- 
er. 234- 

Passen^rs  arrived  at  New  York,  yz. 
Patterson,  R.,  on  taxation  of  deposits,  670. 

a on  Mr.  Knox’s  coinage  re^rt,  ^ 
Pauperism  in  London,  increase  of,  016. 
Payment  of  drafts,  on  stopping,  Z46, 
Payments,  specie,  and  the  banks,  375. 

a a suspended  in  z86z,  125. 

Peale,  James,  death  of,  485. 

Peel,  Sir  Root.,  reforms  English  banking 
system,  17. 

a reforms  Irish  and  Scotch  banking,  z8. 
Penal  enactments  against  colonial  manu- 
factures and  exports,  57. 

Penalty,  the  usury,  and  its  results,  a. 
Pennsylvania  banlu,  statistics  of,  6(^ 

• • surplus  of,  667. 

• Coal  Company,  89. 

Pennsylvania,  banlb  and  bankers  of,  237, 

3z8,  485,  647,  726,  728, 806,  856, 898, 
902,  992. 

a ba^  taxation  in,  473,  476. 

• failures  in,  335,  337,  592,  827. 

• rate  of  interest  in,  88z. 

a Supreme  Court  of,  556,  557. 
a usury  laws  in,  727. 

Petitions  against  the  taxation  of  banks,  643. 
Petroleum,  prices  of,  Z2  years,  64Z. 
Philadelphia  banks,  statements  of,  78,  Z65, 
346,  335,  413.  493.  573.  653, 
735,  813,  9*0,  998- 
a a statistics  of , 669. 

• * surplus  of,  667. 

Philadelphia,  oank  convention  at,  249. 

a bankers*  meeting  at,  329. 

• bank  taxation  in,  473,  474,  476. 
a debt  of,  z8z. 

• failures  in.  338,  m,  827. 

a liability  of  N^ional  baniks  in,  soz. 
a National  bank  notes  redeemed  and 
destroyed,  504. 

a resources  of  National  banks  in,  50Z. 
Pittsburgh  banks,  statistics  of,  669. 


Digitized  by  LjOOQle 


XX 


banker’s  magazine — 1876-7. 


Pittsburgh  banks,  surplus  of;  667. 
Pittsburgh,  Bankers’  Mutual  Benefit  Asso- 
ciation, 55^. 

• banktaxation  in,  473,  474,  476. 

• debtof,  181. 

« National  bank  notes  redeemed  and 
destroyed,  504. 

Pledged,  twice,  collateral,  155. 

Policy  of  U.  S.  on  the  silver  question,  945. 
Political  economy,  how  it  aids  National 
wealth,  537. 

Poor,  on  American  and  European  railroads, 
93- 

Population  of  the  United  States,  691. 
Portugal,  area  of,  9^ 
a banking  crisis  in,  275. 

• debt  and  revenue  of,  278. 

» population  of,  93. 

• railways  in,  93. 

Position  of  silver,  the,  147. 

Post-dated  checks,  law  of,  146,  318. 
Post-office  savings  banks,  923. 

Power  of  State  over  Nat.  bank  cashier,  975. 
Powers,  currency  and  banking,  18. 

Precious  metals,  drain  of,  to  the  East,  54, 
55- 

Premium  on  gold  at  New  York,  73,  160, 
238,  323t  412,  491.  567,  642,  650,  732,  807, 

908,  994. 

President  and  cashiers,  changes  of,  75,  159, 
242,  322,  410,  488,  5^,  649,  730,  808,  9^, 
994- 

President  Grant  on  resumption,  723. 

Price,  average,  of  silver  in  London,  170. 
Prices  as  effected  by  the  volume  of  cur- 
rency, 546. 

Prince  Exlward  Island,  failures  in,  593. 
Prince-Smith  on  metallic  types  and  money, 
702. 

Principal  of  the  National  debt,  693. 

Priority  in  indor^ments,  788. 

tt  of  right  under  bankrupt  law,  224. 
Private  bsmks,  capital  and  deposits  of,  505. 
m • in  England  decreasing,  15. 

« » in  London  and  Provinces,  i860 

to  1875,  15. 

» • taxes  paid  in  1876,  674. 

Prodigality  and  frugality,  on,  95. 

Produce,  exports  of,  at  New  York,  736. 
Production  of  coal  in  Great  Britain,  926. 

• of  gold  and  silver,  263,  529. 
Production,  average  of  silver,  2^. 
Productive  growth  and  coal  companies,  925. 

• interests  injured  by  public  debts,  958. 

» power  as  dependent  on  coal,  89. 

Profit  on  British  and  French  investments, 

Proffis  in  Germany,  415. 

m of  financing,  the,  943. 

Progress  of  banking,  Mr.  Knox  on,  657. 

• of  France  in  National  wealth,  769. 
Progress,  material  and  cooperative,  282. 
Promissory-note,  title  to,  873. 

«r  notes  in  Rhode  Island,  480. 

Proper  hours  for  protesting  paper,  798. 
Property  in  the  United  States,  689. 
Property,  value  of,  in  the  U.  S.,  53,  691. 
Prospe<^,  the,  of  our  securities  abroad,  577. 
Protective,  tariffs  proposed  in  1786-7,  57. 

P rotest  fees,  799. 


Protest  of  sight  drafts,  722. 

Protest,  collections  not  subject  to,  147. 
Protesting  paper,  proper  hours  for,  798. 
Providence,  debt  of,  181. 

Provident  funds,  bank  clerks’,  460. 

» Society  of  the  Bank  of  England,  461, 

Provisfons,  prices  of,  12  years,  641. 

Public  credit,  Alexander  Hamilton  on,  775. 
Public  debt,  annual  interest  on,  627. 

« » of  the  United  States,  161,  324, 

492,  651,  810,  985. 

» economy,  the  kind  demanded  by  our 
fathers,  58. 

» land  jx)licy  of  the  United  States,  453. 
* lands,  revenue  from  1791-1875,  62. 

» works  in  India,  684. 

Public  debts  injure  aJl  productive  interests, 
958. 

Punishment  of  counterfeiters,  154. 

Punjaub,  the,  public  works  in,  684. 


Quarterly  report  of  State  banks  In 
New  York  City,  645. 

Quebec,  failures  in,  593. 

Quesnay,  system  of, 

Quicksilver,  mines  of,  469. 

(Rotations  of  stocks,  77,  166,  246,  326,  415, 
494,  574,  655,  736,  814,  911,  999. 
Quotations,  London,  silver  as  valued  by, 
559- 

Quotations,  opening,  highest,  lowest  and 
closing  of  gold  and  stocks,  for  1876,  637. 


Railroad  bonds,  mlscblef  by  loans 
on,  758. 

* construction  from  1865-1875,  92. 

* earnings,  European  and  American, 

281. 

« extension  and  capital,  279. 

* network  in  Europe,  ^So. 

m securities,  the  London  Economist  on, 
818. 

u stocks  in  England,  814. 

* system,  our,  growth  of,  91. 

Railroad,  the  first  opened,  53. 

Railroads  in  India,  54. 

m in  Ohio,  statistics  of,  133. 

Railway  statistics  of  Europe,  93. 
m a of  North  Amenca,  93. 
a a of  United  States,  93. 

a traffic  in  Austria,  778. 

Raised  notes,  mi. 

Ralston,  W.  C.,  death  of,  764. 

a a life  of,  765. 

Randall  bill,  the,  69. 

Rare  coins,  567. 

Rate  of  interest  in  California,  767. 

Rates  of  interest  abroad,  409. 

Ratios  of  taxation  to  capital  of  National 
and  State  b^ks,  47^. 

Rau,  M.,  on  bi-metallic  money,  702. 
Raymond,  R.  W.,  on  Mr.  Knox’s  coinage 
report,  33.  ^ 

Real  estate  taxable  as  banking  capital,  981. 
a estate,  Austrian,  777. 
a a British,  income  from,  774. 
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Receipts  for  decades  ending  1800  and  x8io, 

371- 

• for  decades  ending  iSaoand  1830,  374. 
Receivers  of  National  banks,  law  of,  149. 
Redemption  bureau,  the,  154,  a35- 

• of  National  bank  notes,  729. 

Reform  of  usury  laws,  606. 

Reforms  in  English,  &c.,  banking  in  1844 
and  1845,  18. 

Refunding  of  the  National  debt,  497. 
Relation  of  the  volume  of  currency  to 
prices,  546. 

R^tive  value  of  silver  and  gold,  218. 
Repeal  of  taxes  on  bank  deposits,  67a. 
Report  against  paying  interest  on  deposits, 
111. 

• of  Clearing-house  committees,  i860 

and  1873,  102. 

• of  failures  in  America  for  six  months, 

95- 

• of  Hon.  S.  P.  Chase,  on  banks,  1861, 


m of  Hon.  Howell  Cobb,  extracts  from 
the,  123. 

• of  the  Bank  of  France,  285. 

• of  the  British  silver  committee,  147. 

• of  the  German  Imperial  Bank,  84^ 

• on  railroads  in  Ohio,  133. 

• on  the  Institute  of  linkers,  Scotland, 


iJS- 

Report,  offidal,  of  bankruptcy  in  England, 
98. 

* the,  of  the  Comptroller  of  the  Cur- 


rency, 50a 

* the  Treasury,  497. 
Reserve  cities : — 


liabilities  of  National  banks  in,  50X. 
resources  of  National  banks  in,  501. 
Reserve  of  the  Bank  of  France,  921. 
Reserv'e,  average,  in  India, 

Reserves,  bank,  the  economizing  of,  100. 
Resources  of  National  banks,  500,  501. 
Resources  of  New  York  City  State  banks,  I 

897- 

Resources,  aggregate  of  National  banks,  76. 
Responsibility  of  bank  officers,  564. 
Res^nsibility  of  banks  for  collecting 
agents,  719. 

Restraining  act,  New  York,  passed,  663. 
Restrictions  on  banking  in  England,  14. 
Results  and  penalties  of  usury,  4. 
Resum{>tion  and  funding,  871. 

Resumption  and  the  legal  tenders,  696. 
Resumption  bill,  new,  724. 

Resumption,  an  effect  of  prosperity,  27. 

• President  Grant  on,  723. 

• specie,  in  America,  3^. 

• usury  laws  an  obstacle  to,  785. 
Retaining  a debt  from  a check,  799. 
Retirement  of  capital,  406. 

• of  National  bank  and  legal-tender 

notes,  729. 

Revenue  and  debt  of  Portugal,  278. 

• of  New  South  Wales,  4^. 

« of  the  United  States,  691. 

• of  the  United  States  for  84  years, 

comments  on,  63. 

• of  the  United  States,  from  all  sources, 

iTOi-1875,  62. 

« of  Victoria,  Aus.,  456. 


I Revenue,  analytical  table  of,  62. 

• National,  surplus  of,  6^. 

m on  the  right  management  of,  depends 
all  fiscal  success,  61. 

Revolution,  debt  of  the,  366,  367. 

Review  of  the  stock  and  gold  markets,  634. 
Revival  of  business  and  economy,  874. 

4 m of  commercial  activity,  the,  84^ 
Rhode  Island,  banks  and  bankers  in,  238, 
854,  856,  898. 

m m bank  taxation  in,  473,  47^ 

• m failures  in,  335,  337,  592,  827. 

m . m law  of  bills  of  exchange  in,  73, 
4^. 

• • saving^  banks  of,  854. 

m • statistics  of,  669. 

Ricardo,  on  the  funding  svstem,  694. 
m on  the  investment  of  British  capital, 
85. 

Richardson,  Hon.  William  A.,  when  Secre- 
tary of  Treasury,  126. 

Right  of  search  for  unstamped  checks,  402. 
Rights  of  brokers  carrying  stocks,  154. 

m of  directors  and  stockholders,  ^3. 
Risks  of  collections,  799. 

) Robberies  of  banks  and  bankers,  2^,  212, 
3*3,  3*7,  399,  4<H,  484,  485,  565,  5^,  M, 
804.,  000.  q8q,  qqo. 

Robbery,  boM  bank,  804. 

Rollins,  E.  A.,  on  bank  taxation,  674. 
Rome,  discovery  of  coins  in,  695. 

Roscher,  M.,  on  bi-metallic  money,  702. 
Rothschild,  A.  de,  on  silver  current,  130. 
Roumania,  area  of,  93. 

• population  of,  93.  v 

• railways  of,  93. 

Russia,  area  of,  105. 

• B^que  de  TEmpire  of,  437. 

« exports  and  imports  of,  105. 

« gold  and  silver  money  in,  106. 

• hints  from  the  banking  system  of,  103. 

• Imperial  Bank  of,  104. 

m joint-stock  companies  in,  105 

• new  loans  in,  274. 

• paper  money  in,  106. 

m paper  money,  prospects  in,  436. 

• population  of,  93,  105. 
m railways  of,  93. 

• railway  statistics  of,  93. 

• the  banking  system  of,  105. 

• the  finances  of,  603. 

Russian  decree  regarding  silver,  300. 
m finance  and  legal  tender  notes,  106. 


Sabine,  Hon.  Lorenzo,  death  of,  9P3- 
Safety-fund  system  of  New  York  passed,  661. 
Safety  paper,  a new,  486. 

Sales,  average  daily,  of  stocks,  637. 
Salisbury,  the  Manjuis  of,  on  capital,  270. 
Salt,  prices  of  12  years,  641. 

San  Francisco  banks,  statistics  of,  669. 

* • Clearing  House  established,  768. 

m m saving  banks,  deposits  of,  767. 

San  Francisco,  banks  and  bankers  of,  72, 
3*6,  854. 

• • bank  taxation  in,  473,  476. 

» • debt  of,  181. 

* V failures  in,  335, 

• « new  stock  board  in,  483. 
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^ Sao  FrandsoOf  savmgs  banks  of.  B54. 

San  Francisco’s  “ ^ck  Friday,  7^ 
Savings  bank  capital,  average  and  taxable, 

• • deposits,  average  and  taxable, 

856,  92a, 

• • statistics,  857,  gm. 

Savings  banks  and  life  insurance,  338.. 

» * and  their  deposits,  851. 

• « and  the  rate  of  interest,  901. 

• * of  California,  767,  85^ 

» of  Connecticut,  853, 

m m t deposits  and  depositors  in, 
564. 

0 « of  Great  Britain,  408. 

» • of  Maine,  853. 

» * of  Massachusetts,  851. 

• ■ of  New  York,  235, 315,  933.  . 

• « of  Rhode  Island,  854. 

» i»  of  San  Francisco,  767,  8^ 
Savings  banks,  British,  deposits  ot,  933. 

• • capital  and  deposits  of,  505. 

» » closing  of,  564,  414. 

» * failures  of,  235,  237,  315,  338, 

647. 

» • must  report  to  Comptroller  of 

the  Currency,  15a 

• # new,  7^  158,  341,  330,  409,  487, 

568,  648,  732,  807,  908,  993. 

• 0 taxes  on,  paid  in  1876,  674. 
Savir^s  department  for  clerks  in  the  Bank 

of  England,  462. 

Say,  M.  Leon  ; — 
on  Adam  Smith.  189. 
on  national  wealth,  769. 
on  the  expectant  ” standard  policy,  83. 
Scarcity  of  gold  and  silver,  increasing,  47. 
Schwab,  Geo.,  on  taxation  of  bank  depos- 
its,  671. 

Scotch  and  English  banking,  12. 

0 banking  svstem  in  England,  193. 
m banks  and  their  methc^,  858. 

0 banks  in  England,  13. 

Scotland,  institute  of  bankers  in,  65,  134. 

• thrift  in,  699. 

Secretaries  of  U.  S.  Treasury,  131. 
Secretary  of  the  Treasury  : — 
the  new  Assistant  Secretary,  85a 
report,  December  5,  1832,  37. 

Secreta^  Sherman,  policy  of,  917. 
Securities  abroad,  our,  prospects  of,  577. 
Seeds,  prices  of,  12  years,  641. 

Seyd,  M.  Ernest,  on  the  currency  of  the 
United  States,  779. 

Shanghai,  silver  in,  527. 

Shareholders,  National  bank  : — 
assessment  of,  150. 
liability  of,  14^ 
number  of,  505. 

Shareholders,  number  of,  in  Swedish  banks, 
598. 

Shares.  National  bank,  number  of,  505. 

0 National  bank,  taxation  of,  477,  888. 

0 number  of.  in  Swedish  banl^  5^. 
Sharpers,  traveling,  156. 

Should  bank  deposits  bear  interest?  xo8. 
Signatures,  undecipherable,  799. 

Silver  and  gold  : — 
a convention  to  settle  their  values,  3. 
as  money,  289. 


Silver  and  Gold : — 
increasing  scarcity  of,  47. 
production  of,  363,  5^ 
value  of,  340. 

Silver  as  a legal  tender,  355. 

0 as  valued  by  London  quotations,  559, 
801. 

0 average  price  of,  in  London,  17a 

• avera^  production  of,  298. 

0 bill,  the,  in  Cong^ress,  530. 

0 coin,  899. 

0 causes  of  its  depredation,  262. 

0 coined  ih  Great  Britain, fiya 

• commission,  the,  240,  404,  483. 

0 committee,  British,  report  of,  529. 

0 Congress  on  the  issue  of,  153. 

0 0 and  bullion,  reserve  of,  in  India 

520. 

0 0 issue  of,  69,  236^ 

0 0 issue  of,  authorized,  153,  167. 

• demand  for,  among  oriental  nations, 3. 
0 dollar,  demonetization  of,  244. 

• dollar,  E.  B.  Elliott’s  history  of,  33. 

• 0 mint  standards  of,  33,  34. 

0 dollars  in  place  of  small  notes,  392. 

0 drain  of,  to  the  East,  54,  55. 

0 fall  in  v^ue  of,  61 1. 

0 Germany’s  stock  of,  239,  623. 

0 gold  and  minor  coins,  v^ue  of,  3a 
0 im^rts  of,  into  Great  Britain,  17a 
0 in  British  India,  demand  for,  m,  535. 

• in  London,  529. 

0 in  place  of  small  notes,  899. 

0 in  Shanghai,  527. 

• in  the  currency,  the  necessity  and 

function  of,  345. 

0 its  necessity,  as  subsidiary  money,  3. 

0 legal  tender  in,  990. 

0 market,  how  to  steady  the,  584. 

0 mines  of  Nevada,  468,  533. 

0 mining  in  the  United  States,  468,  523. 
0 movements  in  British  India,  452,  525. 

• our,  should  not  be  demonetise,  131, 

132. 

0 panic,  the,  3. 

0 policy  of  the  U.  S.,  on  the,  945. 

0 problem,  the,  new  phases  of,  531. 

0 products,  outlets  for  our,  444. 

0 question,  the,  361,  708. 

0 0 the,  and  Congress,  169,  344,  53a 

0 0 the,  in  the  U.  S.,  317,  362. 

0 0 the  aspects  of,  81. 

0 Russian  decree  regarding,  300. 

0 sent  to  the  East,  170,  527. 

• shipped  to  China  and  India,  539. 

0 standard,  argument  for,  217. 

0 0 prices  of  in  ’73  and  29. 

• the  demonetization  of,  29. 

0 the  depredation  of,  147,  779, 

0 the  London  Times  on,  523. 

0 the  position  of,  147. 

Single  and  double  standard,  what  is  meant 
by,  293. 

Sinking  fund,  the  National,  635,  864, 
Situation,  the  financial,  913. 

Small  notes,  silver  in  plac«  of,  899. 

Small  notes  versus  silver  dollars,  39a. 
Smith,  Adam,  a sketch  of  his  life,  aa 
0 0 centenary  of,  185. 

0 0 on  paper  money,  963. 
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Smith,  A<Um,  R.  Lowe  on,  541. 

Smith,  Samn^  on  the  silver  question,  708. 
Social  Science  Asso.,  the,  and  finance,  267. 
Sonth  Carolina  banks,  statistics  of,  66^ 
m m banks  and  bankers  in,  856,  898. 

0 0 bank  taxation  in,  473,  474,  476. 

. . failures  in,  335,  3^7, 59a,  807. 

Southern  States,  bank  taxation  in, 

• m capital  and  deposits  of  hanks 

other  than  National,  505. 

• • failures  in,  5^ 

South,  gold  mining  in  the,  46& 

^lain,  area  of,  93. 

• population  of,  93. 

• new  loans  in,  374. 

• railways  of,  93. 

Spaulding,  Hon.  E.  G.,  centennial  ad- 
dress, 37. 

Spauldii^s  biU  and  its  design  (1861),  ^ 
Sittde  imports  and  exports,  41. 

in  the  chief  banks  of  Europe,  17a. 
of  New  York  banks,  665. 
payments  and  the  bulks,  375, 9x7. 
m and  the  double  standard,  i. 

» and  the  foreign  exchang^  84. 

• suspended  in  i86x,  12^ 
m suspended  October,  1857,  43. 

• leg^  aspects  of,  68a 
m fatties  for  resuming,  3. 

resumption  a^tation,  new  turn  of,  i. 

• in  Amenca,  356. 

Speculation,  joint*etodc,  in  Germany,  771. 
Stamp,  the  two-cent  check,  901. 

Stamps  indorsements,  406. 

Stamping  counterfeits,  on,  146. 

Standard,  a single  and  a double,  what  is 

meant,  apa. 

• our  double,  advantages  of,  129,  130, 

Standan^  of  money,  on  different,  xa8. 

• of  vahie,  and  their  respective  advo- 

cates, 81-84. 
m battle  of  the,  3x7. 
m the  three  monetuy.  395. 

Staple  articles,  comparative  prices  of,  64a 
State  Bank  at  Albany  chartei^  659. 

• m circulation  taxed  xo  percent.,  44. 

• banks,  capital  and  deposits  of,  50^ 

• m favored  bv  Pres.  Jackson,  3A 

• « in  New  York  City,  quarterly  re- 

ports of,  645. 

• m of  Maine,  assets  and  depositors 

State  banks,  rfewYork  City 
liabOities  of,  896. 
resources  of,  8^. 

State  hanks,  statistics  of.  669. 

0 m taxes  on,  paid  in  1876,  674. 

0 debtSj  the  defatting,  587. 

0 taxation  in  New  Ymrk,  9^ 

• • of  banks,  5xx 

m taxes  on  banks  and  the  U.  S.  Supreme 
Court,  8x8. 

• usury  laws  and  National  banks,  886. 
Statements  of  Boston  banks,  78,  165,  345, 

325,  4>3i  453, 573.  653.  735.  8*3,  9*o, 

. of???-  York  City  banks,  78,  165,  345, 
335*  4*3,  493,  573.  653,  735, 813,  9*®, 
997- 


Sutemento  of  Philadelphia  banks,  78, 165, 
^ 3»5,4*3,  493,  573,  ^ 735,8x2, 
9x0,  998. 

State,  power  of,  over  Nat  bank  cashier,  975. 
States  and  Territories,  bank  circulation  of 
153. 

Statistics  of  American  and  European  rail- 
roads, 9X 

• of  Austix^ungaiian  banks,  777. 

m of  National  banks  in  State  of  New 
York,  647. 

m of  New  York  State  banks,  647. 

« of  Ohio  railroads,  133. 
m of  our  banking  system,  8I37. 

• of  railroad  construction,  9a 

• of  savings  banks,  851. 

« of  Sute  and  National  banks,  669. 
m of  Swedish  banks,  598. 
m of  the  Bank  of  France,  931. 

• of  the  London  Clearing  House,  9x6. 
Stephen,  Fits  James,  on  English  banking 

law,  X9^ 

Sterling,  Hon.  Daniel  H.,  death  of,  804. 
Stock  Exchange  >- 
New  York,  90a 
fluctuations  of,  163,  ^38. 
new  rule  of, 
the  new,  98A 

Stockholders  and  directors,  rights  of,  983. 
Stock  operations  of  French  and  English 
bankers,  compared,  xx. 

• quoUUoM,  77,  166,  346,  336, 415, 494, 

574.  655.  736,  814,  911,  999. 

• quotations  of  the  Boston  banks,  904. 

B brokers,  insurance  of,  737. 

Stock,  National  bank,  average  amount  to 
each  shareholder,  505. 
m 0 0 transfer  of,  8oa 

Stock  and  gold  markets,  review  of,  634. 

• and  gold,  opening,  highest,  i^est 
and  closing  quotations  of,  for  1876,, 


ining  Exchange,  American,  563, 
Stocks  of  New  York  City  banks,  8x6. 
Stocks,  averam  daily  sales  of,  637. 
m r^ht  of  National  banks  to  deal  in,  339. 

• rights  of  brokers  carrying,  X54. 

B values  of,  in  X857,  43. 

St.  Louis  banl^  statement  of,  X55. 

B 0 statistics  of,  «?. 

St.  Louis,  banks  and  bankers  of,  X55,  X56 
647. 

• bank  taxation  in,  473,  476. 

• debt  of,  181. 

m Empire  Bank  of,  goes  into  liquida- 
tion, 647. 

• failures  in.  333,  593,  837. 

• National  bank  notes  redeeified  and 

destroyed,  50^ 

Stolen  bonds,  alterations  in,  733. 

Stopping  parent  of  drafts,  146. 
Strousberg.  Baron,  history  of,  43a 
Stru^le  of  commercial  nations  to  possess 
gold,  a. 

Sub-Treasury  law  of  1846, 43. 

B B the,  43. 

Sues  Canal,  rivalry  rejecting,  9. 

B 0 the,  traffic  through,  575. 

Suffolk  bank  system,  the,  43. 

Sugar,  prices  of,  twelve  years,  641. 
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Summary  of  foreig:n  exports  from  New 
York,  576. 

Sumner  on  the  National  debt,  865. 

Supply  of  counterfeit  currency,  407. 

» of  gold,  annual,  299. 

Supreme  Court  of — 

Minnesota,  6ja 
New  York,  480. 

Pennsylvania,  556,  557. 

United  States,  224,  227,  567,  888,  972, 
975.  977- 

Surety,  release  of,  by  extension  of  time,  145. 
Surplus  of  banks,  667,  668. 

* of  Boston  banks,  904. 

<r  of  New  York  City  banks,  572. 

* » Clearing-house  banks,  582. 

« of  the  nation2il  revenue,  626. 

Surplus,  bank,  as  a guarantee  fund,  666. 
Suspended  banks,  401,  483,  485. 

* 0 dividends  of,  80^ 

0 National  banks,  interest  on  claims 
against,  977. 

Suspension  of  savings  bank  in  Boston,  647. 
0 of  specie  payments  in  1861,  125. 
000  October,  1857,  43. 
000  what  might  have  averted  it, 
64. 

Suspensions,  ^16,  405. 

Suspicion,  unjust,  155. 

Swamp  land  act,  the,  455. 

Swan  (of  Boston),  and  the  public  lands,  458. 
Sweden,  area  of,  93. 

0 population  of,  93. 

0 railways  of,  93. 

Swedish  banks,  statistics  of,  598. 

* * the,  597. 

Switzerland,  area  of,  93. 

0 deposit  per  capita  in,  768. 
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SPECIE  PAYMENTS  AND  THE  DOUBLE  STANDARD. 

A year  or  two  ago  very  few  of  our  statesmen  could  have 
anticipated  the  new  turn  which  has  been  given  to  the 
agitation  about  specie  resumption.  It  has  often  been  pre- 
dicted by  sanguine  persons,  before  and  since  the  close  of  the 
war,  that  the  Pacific  railroads  would  in  some  way  or  other 
facilitate  the  restoration  of  coin  payments  in  this  country. 
The  precise  method,  however,  by  which  this  desired  object  was 
to  be  brought  about,  has  never  we  believe  been  suggested  till 
of  late.  It  is  affirmed  that  the  way  in  which  specie  pay- 
ments are  to  be  facilitated  through  the  agency  of  the  Pacific 
railroads  and  of  the  territory  that  they  traverse,  is  beginning 
to  disclose  itself,  and  that  the  production  of  gold  and  silver  has 
been  recently  augmented  at  the  critical  period  when  it 
seemed  most  required  by  the  monetary  exigencies  of  the 
nation.  This  is  certainly  an  encouraging  view  of  the  situa- 
tion, and  it  is  none  the  less  worthy  of  examination  because  it 
runs  counter  to  the  general  current  of  European  opinion  on 
the  subject.  Numerous  instances  may  be  cited  in  which 
American  progress  has  been  successfully  achieved  by  means 
which  foreign  critics  disparaged  and  failed  to  appreciate  until 
after  the  event.  Let  us  briefly  inquire  then  into  the  pros- 
pects of  resumption  as  they  are  affected  by  the  new  supplies 
of  gold  and  silver  from  Nevada.  And  first  of  all  it  is  quite 
evident  that  these  abundant  supplies  give  us  an  advantage 
of  peculiar  value  over  the  nations  of  Europe.  Germany  is 
and  has  been  a large  purchaser  of  gold.  The  Bank  of  France 
is  still  amassing  the  precious  metals,  and  holds  a larger  hoard 
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of  coin  than  has  ever  been  accumulated  by  any  nation  of 
modem  times.  The  Bank  of  England  holds  considerably 
more  coin  than  the  average  of  many  years  past,  as  do  also 
most  of  the  other  chief  banks  of  Europe.  There  is  thus  a 
general  struggle  among  all  the  commercial  nations  to  get 
possession  of  as  large  an  amount  as  possible  of  the  precious 
metals  and  especially  of  gold.  Now  it  is  very  evident  that 
those  countries  which  produce  gold  largely  have  an  advan- 
tage over  other  nations  which  have  so  much  anxiety  to  pur- 
chase and  to  accumulate  it. 

Secondly,  we  must  not  suppose  that  the  present  panic 
about  silver  is  likely  to  last.  It  has  been  too  much  over- 
done. A quarter  of  a century  ago  some  eminent  economists 
wrote  elaborate  treatises  to  prove  that  silver  was  the  only 
reliable  metal,  and  that  gold  was  unfit  for  coinage  or  for 
monetary  standards,  because  it  was  sure  to  depreciate  in  con- 
sequence of  the  large  new  supplies  from  Australia  and  Cali- 
fornia. There  was  at  that  time  a panic  in  regard  to  the 
gold  supply,  just  as  there  is  at  present  a panic  about  the 
supply  of  silver.  Now  it  is  important  for  us  to  remember 
the  maxim  so  often  insisted  upon  by  Adam  Smith,  that 
silver  and  gold  are  commodities  for  which  there  is  through- 
out the  world  an  unlimited  demand.  With  this  g^eat  prin- 
ciple in  view,  we  can  explain  how  it  is  that  the  predictions 
above  referred  to  were  not  fulfilled,  and  that  gold  has  suf- 
fered so  little  depreciation  from  the  enormous  increase  in  the 
production  of  the  last  quarter  of  a century.  The  increased 
supply  developed  an  increasing  demand,  and  the  latter  is  now 
more  than  equal  to  the  former.  Hence  it  has  been  argued 
that  if  gold  depreciated  25  per  cent,  during  the  twenty  years 
closing  in  1869,  it  has  appreciated  - quite  as  much  since  that 
period.  On  this  hypothesis  many  irregularities  in  the  mone- 
tary history  of  the  world  during  the  last  quarter  of  a century 
receive  a plausible  solution.  While  the  precious  metals  were 
depreciating,  an  amazing  force  was  imparted  to  the  machinery 
of  production,  because  this  depreciation  favored  the  debtor 
classes,  who  are  usually  the  active  producing  classes  of  any 
community.  But  if  the  theory  before  us  explains  in  part  the 
growth  of  production  in  Europe  and  America  during 
the  first  twenty  years  of  the  gold  supplies,. it  throws  a still 
more  important  light  upon  the  causes  of  the  present  stagna- 
tion and  depression.  For  such  a languor  of  productive 
industry  never  fails  to  attend  the  temporary  appreciation  of 
the  precious  metals,  and  the  perturbation  of  the  monetary 
standard  which  that  appreciation  causes.  We  think  that  the 
present  panic  in  silver  is  likely  to  be  followed  by  a reaction 
for  several  reasons.  One  of  these  is  that  the  panic  has  been 
unexampled  in  its  violence.  Bar  silver  was  quoted  in  Lon- 
don 2 2d  June  at  50^^  pence  an  ounce.  Not  very  long  ago 
the  gold  price  of  silver  was  62  pence  an  ounce,  and  before 
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184S  silver  ranged  a little  below  60  pence  for  many 
years.  It  is  impossible  to  foresee  how  much  lower  the  panic 
may  depress  the  gold  price  of  silver.  What  is  more  im- 
portant is,  that  the  movement  is  in  its  nature  a temporary 
one,  and  like  all  panics,  the  more  violent  are  its  oscillations 
the  sooner  may  the  inevitable  recovery  be  looked  for. 

Thirdly,  although  this  reaction  is  morally  certain  to  be 
brought  about  at  no  very  distant  day,  still,  the  time  and  cir- 
cumstances of  its  development  are  uncertain.  Hence  it  is  ob- 
viously premature  for  our  government  to  take  immediate  steps 
to  call  an  International  Convention  for  the  purpose  of  agreeing 
upon  some  permanent  standard  of  value  between  silver  and 
gold.  When  the  spasmodic  movements  caused  by  the  panic, 
have  thoroughly  spent  their  force,  silver  and  gold  will  adjust 
themselves  to  ^ch  other  by  the  operation  of  great  general 
laws  such  as  have  always  governed  their  relative  value  ; and 
these  laws  are  quite  beyond  the  reach  of  any  international 
convention  such  as  has  been  projected.  It  is  probable,  though 
of  course  nothing  can  be  certainly  known  on  the  subject,  that 
the  relative  value  of  the  precious  metals  when  the  present 
perturbations  have  ceased,  will  not  vary  greatly  from  the 
average  of  the  past  fifty  years.  The  demand  for  silver  among 
the  nations  of  the  Orient  will  probably  be  the  first  to  revive, 
and  we  have  at  present  too  little  information  about  the  chief 
causes  of  its  interruption,  to  be  able  to  foresee  the  precise 
time  when  it  will  resume  its  ordinary  activity.  It  is,  however, 
the  opinion  of  shrewd,  well-informed  men,  that  the  movement 
can  not  be  long  delayed,  and  that  when  it  begins,  other  forces 
will  soon  act  on  the  silver  market.  Indeed,  Germany  may 
perhaps  discover  that  she  will  need  as  much  silver  coin  under 
her  new  monetary  standard  as  under  the  old  one. 

Finally,  it  will  be  easily  seen  that  under  these  circumstances 
the  United  States  enjoys  facilities  for  preparing  to  resume 
specie  payments  which  may  never  recur.  To  these  it  may  be 
added  that  the  government  can  purchase  silver  bullion  and 
coin  it  for  the  redemption  of  its  fractional  notes  without  the 
loss  that  has  been  heretofore  calculated  upon.  Hence  the 
supply  of  the  subsidiary  silver  coinage  can  be  consummated 
inuch  more  swiftly  and  cheaply  than  any  economist  or  states- 
man could  have  ventured  to  predict  when  the  resumption  law 
was  passed.  Moreover,  we  shall  be  able,  by  pushing  vigor- 
ously forward  this  part  of  the  work  of  preparation  for  specie 
payments,  to  steady  the  market  until  the  return  of  more 
correct  ideas  in  Europe  about  silver  and  its  absolute  neces- 
sity as  the  subsidiary  money  for  the  minor  transactions  of 
trade.  The  question  is  often  asked  whether  we  shall  resume 
on  the  double  standard,  or  on  the  single  standard  of  gold. 
Before  this  question  can  be  answered  in  any  practical  way, 
the  whole  problem  will  perhaps  have  been  solved  for  us  by 
the  logic  of  events.  If,  as  we  have  suggested,  the  relative 
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value  of  silver  and  gold  is  destined  to  return  after  a few 
further  oscillations  and  to  resume  its  old  proportion,  the  ques- 
tion of  the  double  standard  will  lose  most  of  its  interest  for 
us.  We  must,  however,  remember  that  it  was  the  double 
standard  which  we  left  when  we  established  our  paper  money 
system  in  1862,  and,  that  from  that  period  until  1873,  the 
silver  dollar  had  by  statute  as  much  claim  as  the  gold 
dollar  to  be  regarded  as  the  standard  of  our  specie  money. 


THE  USURY  PENALTY  AND  ITS  RESULTS. 

We  regret  to  hear  in  some  parts  of  the  country  reports  of 
a growing  disposition  to  mdke  a change  for  the  worse  in 
the  usury  laws.  This  unfortunate  tendency  appears  to  origi- 
nate among  the  agricultural  community,  who  find  that  they 
cannot  borrow  money  on  real  estate  as  cheaply  as  they  desire. 
Instead  of  searching  out  the  true  nature  of  the  difficulty,  our 
farmers  have  allowed  themselves  to  be  misled  by  ignorant 
and  sophistical  advisers,  who  tell  them  that  if  they  pass  a 
law  imposing  severe  penalties  on  men  who  lend  money  upon 
real  estate  at  high  rates  of  interest  they  will  be  able  to 
compel  these  men  to  lend  at  lower  rates.  A little  common 
sense  and  reflection  would  show  a farmer  the  folly  and  stu- 
pidity of  this  mode  of  reasoning.  Let  a thoughtful  man  ask 
himself  the  question,  in  these  days  of  railroads  swift  travel 
and  cheap  transportation,  what  he  would  do  if  a law  should 
be  passed  prohibiting  him  from  selling  his  cattle  or  his  cot- 
ton, his  corn  his  tobacco  or  his  wheat,  to  anybody  in  his 
own  State,  except  at  a price  inferior  to  that  of  contiguous 
States.  A prudent,  thrifty  farmer,  would  say  to  himself : “ If 

I cannot  get  full  prices  for  my  produce  from  my  neighbors 
here,  what  is  there  to  hinder  me  from  selling  my  crops  some- 
where else  ? I will  send  them  to  New  York,  or  Chicago,  or 
New  Orleans,  or  to  any  distant  market  where  they  will  fetch 
the  highest  price  they  are  worth.”  Such  is  the  course  of 
reasoning  which  any  shrewd  farmer  would  use  in  regard  to 
selling  his  produce.  There  is  nothing  strange  or  inequitable 
about  it ; on  the  contrary,  it  is  just  and  highly  commenda- 
ble. Every  fair-minded  person  will  admit  that  the  farmer  has 
a clear  right  to  go  and  sell  his  crops  wherever  he  can  get 
the  best  price  for  them.  But  this  obvious  principle  is  just  as 
sound  in  other  things  as  in  the  selling  of  agricultural  pro- 
duce. The  same  freedom  of  action  applies  to  the  placing  of 
money  on  mortgage  as  to  the  placing  of  crops  on  the  mar- 
ket. If  a man  has  money  to  lend,  he  would  of  course  pre 
fer  to  lend  it  in  his  own  State  if  he  can,  but  should  the  law 
interpose  and  threaten  him  with  penalties  if  he  asks  as  much 
interest  as  he  can  get  elsewhere,  then  it  is  easy  to  see  what 
he  will  do.  He  will  not  lend  in  the  State  where  the  usury 
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penalties  threaten  and  repel  him.  But  he  will  prefer  to  carry 
his  money  into  some  other  part  of  the  country  where  he  can 
obtain  for  its  use  the  highest  price  which  it  is  worth  in  the 
market. 

In  the  legislature  of  Pennsylvania  a few  months  ago,  a 
severe  usury  law  was  introduced  into  the  legislature  and  was 
very  urgently  pressed  by  some  influential  members.  The 
fanners,  it  was  said,  and  other  owners  of  real  property,  could 
not  borrow  on  mortgage  except  at  high  rates  of  interest.  The 
legislature  was  told  that  it  could  put  these  rates  down,  and 
confer  upon  the  farmer  the  boon  of  cheap  money,  by  the 
simple  expedient  of  passing  a law  that  if  any  man  lent  money 
on  mortgage  in  that  State  at  a higher  rate  of  interest  than 
six  per  cent.,  he  should  forfeit  it  and  should  be  otherwise 
punished  in  addition.  The  bill,  however,  was  quickly  killed 
when  it  was  demonstrated  that  nobody  would  lend  money  on 
mortgage  at  all  under  that  law  in  the  State  of  Pennsylvania, 
but  that  the  people  who  had  money  would  use  it  in  some 
safer  and  more  remunerative  investment ; so  that  the  law  in- 
stead of  helping  the  farmers  would  hurt  them  and  make  it 
difficult  for  anybody  to  borrow  money  on  bond  and  mort- 
gage till  the  statute  was  repealed.  It  is  hoped  that  the  same 
summary  justice  will  be  done  upon  any  bills  proposed  dur- 
ing the  coming  sessions  of  our  State  legislatures,  pretending 
to  help  needy  people  to  cheapen  the  rates  of  interest  by  the 
antiquated  exp>edient  of  usury  laws. 

Two  questions  are  suggested  by  the  new  activity  in  favor 
of  usury  penalties  which  seems  of  late  to  have  sprung  up. 
We  may  ask  in  the  first  place  what  forces  have  tended  to 
produce  it,  and  secondly  what  consequence  is  likely  to  follow 
it.  As  to  the  causes  of  the  agitation,  they  are  not  far  to 
seek.  Money  is  a drug  in  all  the  great  financial  centres.  The 
farmer  in  a western  or  southern  State  reads  his  newspaper 
and  finds  that  money  is  lending  in  Wall  Street  at  three  or 
four  per  cent.  Remote  as  he  is  from  the  scene  of  actipn,  he 
thinks  he  understands  enough  of  what  is  going  on  in  the 
world  of  finance,  to  infer  very  positively  that  if  capital  is  lend- 
ing on  such  precarious  securities  as  stocks  at  four  per  cent., 
it  ought  to  lend  on  land  at  the  same  rate  or  very  near  it. 
There  is,  he  conjectures,  some  injustice  in  the  monetary  ar- 
rangements of  the  country,  and  this  wrong  he  proposes  to  set 
right  by  a statute  denouncing  the  severest  penalties  against 
usury.  If  our  philosophic  farmer  knew  a little  more  of  Wall 
Street  he  would  find  that  money  is  not  so  cheap  there  as  he 
supposes.  If  he  could  see  things  as  they  are,  he  would  find 
that  call  loans  may  indeed  be  had  at  low  rates,  but  they  are 
accessible  to  nobody  who  is  not  able  both  to  return  the 
money  instantly  on  demand,  and  to  g^ve  a pledge  of  securi- 
ties which  could  be  instantly  sold  for  more  than  the  money 
lent.  He  could  then  tell  us  of  what  use  such  a loan  of  money 
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would  be  to  a farmer,  for  he  knows  very  well  that  a farmer 
usually  wants  to  borrow  from  somebody  who  will  not  need 
his  money  back  for  months  or  even  years.  But  at  present  in 
Wall  Street,  such  lenders  are  few  and  ask  high  rates  with 
good  security.  Our  legislative  friend  would  next  be  able  to 
tell  us  what  force  there  would  be  in  his  usury  laws  to  per- 
suade or  compel  these  lenders  to  accommodate  a farmer  in 
Alabama  or  Tennessee  with  a loan  on  bond  and  mortgage. 
It  is  very  evident  that  all  such  laws  must  place  the-  bor- 
rower at  a disadvantage,  and  that  if  there  is  any  means  by 
which  the  law  can-  be  evaded,  multitudes  of  necessitous  men 
will  be  tempted  into  crooked  ways  of  raising  money,  which 
are  far  more  costly  than  the  straight  honest  path  of  borrow- 
ing which  the  usury  laws  had  closed  up. 

This  leads  us  to  inquire  next  as  to  the  results  which  may 
be  fairly  expected  in  any  State  which  enacts  severe  usury  laws. 
As  we  have  just  seen  the  first  and  most  obvious  consequence 
will  be  to  drive  capital  away  from  the  State,  and  to  make  it 
more  difficult  and  more  costly  to  obtain  money  on  bond  and 
mortgage.  The  chief  sufferers,  therefore,  will  be  the  very 
farmers  for  whose  benefit  the  law  was  proposed.  The  evil, 
however,  will  not  stop  there.  It  will  extend  its  mischievous 
influence  into  the  channels  of  mercantile  business.  Every 
department  of  industrial  activity  must  needs  suffer,  and  the 
progress  of  the  community  will  be  retarded  in  wealth  and 
productive  power.  At  least  the  various  recuperative  processes 
by  which  trade  is  reviving  after  its  long  depression  will  be 
hindered,  inasmuch  as  the  capital  will  be  driven  away  with- 
out which  they  cannot  go  on  and  thrive.  There  is,  however, 
one  gratifying  circumstance  that  suggests  itself  as  a safe- 
guard against  some  of  the  industrial  evils  with  which  the 
folly  of  usury  laws  might  otherwise  deluge  the  country.  The 
2,000  national  banks,  as  is  well  known,  are  exempt  from  the 
penalties  of  State  usury  laws.  Hence  these  institutions  will 
tend  to  g^ve  steadiness  to  the  rates  of  interest  all  over  the 
country,  and  their  influence  will  be  felt  in  other  parts  of  the 
financial  system,  so  that  the  rates  of  interest  may  not  be 
so  liable  to  be  artificially  and  spasmodically  disturbed  by  vain 
attempts  to  regulate  them  through  usury  laws.  But,  it  is 
asked,  whether  there  is  any  means  of  checking  the  rapacity 
of  lenders  in  imposing  excessive  rates  of  interest  on  needy 
borrowers.  The  answer  is,  that  there  are  such  means,  but 
that  usury  laws  do  not  belong  to  this  category  of  wholesome 
financial  expedients.  We  have  often  explained  the  well- 
known  and  effective  measures  by  which  the  movements  of 
capital  between  borrowers  and  lenders  may  be  made  easy,  and 
the  rates  of  interest  kept  equable  and  low.  But  all  history 
and  all  experience  combine  to  show  that  usury  penalties  in- 
jure the  persons  they  were  intended  to  help,  and  put  up  the 
rates  for  money  instead  of  cheapening  them  to  necessitous 
borrowers. 
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THE  TROUBLES  OF  THE  CREDIT  FONCIER  OF 

FRANCE. 

The  fall  of  nearly  thirty  per  cent  in  the  bonds  of  the 
Credit  Fancier  of  France,  since  the  middle  of  February,  has  at- 
tracted the  more  attention  because  that  institution  has  here- 
tofore been  so  uniformly  prosperous  and  well  managed.  The 
Credit  Foncier  was  chartered  twenty-seven  years  ago,  and  its 
powers  have  since  that  period  been  rarely  if  ever  diverted 
from  the  channels  api>ointed  by  law.  Its  object  was  to  lend 
to  private  persons,  on  mortgage,  and  to  corporations  on  se- 
curity of  real  estate.  Four  great  functions  are  appointed  to 
the  Credit  Foncier  in  its  charter ; first,  it  may  lend  on  mortgage 
of  real  estate  in  any  of  the  departments  of  France,  the  prin- 
cipal to  be  paid  by  annual  installments  or  otherwise. 
Secondly,  it  may  employ  part  of  its  resources,  with  the  sanc- 
tion of  the  government,  on  any  other  system  which  will  fa- 
cilitate loans  on  real  estate  and  the  repayment  of  those  loans 
by  the  borrower.  Thirdly,  in  order  to  raise  the  means  for 
making  such  loans,  it  is  empowered  to  issue  bonds  called  Ob- 
ligations  Foncieres.  The  amount  of  these  bonds  not  to  exceed 
the  principal  of  the  loans  made  by  the  company.  The  bonds 
bear  a fixed  rate  of  interest  and  are  repayable  by  annual 
drawings.  Fourthly,  the  Company  may  receive  without  in- 
terest, money  destined  to  be  converted  into  its  obligations. 

Such  are  the  chief  regulations  for  the  management  of  the 
Credit  Foncier  of  France,  and  their  wisdom  is  shown  by  the 
successful  results  which  they  have  until  of  late  secured.  Its 
bonds  have  been  issued  to  the  extent  of  280  millions  of  dol- 
lars. Besides  this  fund,  the  Company  has  other  resources,  to 
the  amount  of  nearly  seventy  millions  more.  This  large 
sum  is  considerably  larger  than  the  aggp’egate  deposits  of  our 
New  York  Clearing-House  Banks.  U has  been  lent  as 
follows  : mortgages,  $290,360,000 ; discounts,  $35}33o,ooo  ; loans 
on  securities,  $9,390,000;  sundries,  $10,105,000;  cash  on  hand 
and  at  Bank  of  France,  $3,775,000.  At  first  sight  there  seems 
to  be  little  in  this  statement  to  account  for  the  fall  in  the  se- 
curities of  the  Credit  Foncier,  Its  legitimate  business  is  to 
make  loans  on  mortgages  well  secured  ; and  to  these  it  has 
devoted  $290,360,000,  while  its  bonds  amount  to  no  more 
than  $ 280,060,000,  and  its  deposits  to  $ 14,325,000.  This  point 
may  be  illustrated  by  the  following  summary  of  the  assets 
and  liabilities. 
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Financial  Statement  of  the  Credit  Foncier  of  France. 
Liabilities. 

Paid'Up  Capital $9,000,000 

Surplus. ^125,000 

Bonds  of  the  Company  outstanding. 280,06^000 

Loans— contracted  but  deferred 20,560,000 

Annuity  p>ayments  anticipated. 4,320,000 

Deposits 14,325,000 

Sundries. 13,600,000 


Total $ 348,010,000 

Assets. 

Cash  on  hand  and  at  Bank  of  France $2,775,000 

Discounts. 35»  380,000 

Advances  on  Public  Securities 7,245,000 

ti  tt  i>riYate  “ ^145,000 

Loans  on  Mortgages  and  to  Communes 290,3^,000 

Sundries 10, 105,000 


Total $ 348,010,000 


This  table  is  compiled  from  the  official  figures,  and  it  seems 
to  justify  the  proposal  which  M.  Naquet  introduced  into  the 
Chamber  of  Deputies,  for  an  inquiry  into  the  state  of  the 
Credit  Foncier.  The  weak  point  of  the  statement  appears  to 
be  in  the  item  of  discounts,  which  amount  to  a large  sum, 
and  show  that  the  company  has  been  adding  a dubious  bank- 
ing business  to  its  ordinary  functions.  The  Credit  Foncier  is 
not  absolutely  forbidden  to  lend  money  by  discounting  good 
commercial  paper,  but  the  law  requires  that  such  loans  shall 
not  exceed  one- third  of  the  deposits.  Now,  it  will  be  seen 
from  the  foregoing  table,  that  the  whole  of  the  deposits  are 
$ 14,325,000 ; one-third  of  this  sum  being  allowed  for  discounts, 
the  amount  of  this  class  of  assets  should  not  exceed  $4,775,000. 
It  thus  appears  that  the  Credit  Foncier^  by  discounting  to  the 
extent  of  seven  times  as  much  as  its  statutes  allow,  has  ex- 
posed itself  to  just  animadversion.  Nor  is  this  all,  the  bills 
discounted,  if  good,  would  soon  run  off  and  be  liquidated,  so 
that  the  Credit  Foncier  could  be  relieved  from  its  embarrassing 
position.  Unfortunately  however,  the  bills  are  not  good,  other- 
wise, perhaps  they  would  not  have  reached  to  this  institution, 
but  would  have  been  discounted  elsewhere.  Of  the  thirty-five 
millions  of  discounts,  no  less  than  twenty-eight  millions  are 
reported  to  be  Egyptian  securities  alone.  The  French  finan- 
cial papers  do  not  say  much  about  the  transaction,  but  the 
London  Economist  has  the  following  remarks  which  throw  con- 
siderable light  upon  it. 

“Very  bad  influences  must  have  surrounded  the  managers  of 
this  great  company,  several  of  whom  have  a high  and  just 
reputation,  or  such  an  infraction  of  its  fundamental  laws 
would  have  been  impossible.  What  these  influences  were  can- 
not, of  course,  be  fully  known.  But  it  is  plain  that  one  part 
of  the  constitution  of  the  company,  which  was  meant  for  its 
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protection,  must  in  this  case  have  by  no  means  tended  to 
protect,  but  rather  to  mislead  it.  The  governor  and  the  two 
sub-governors  of  it  are  named  by  the  State.  And  though 
nothing  is  more  contrary  to  our  English  ideas,  yet  it  should 
be  observed  that  there  is  a characteristcally  French  consist- 
ency in  this.  When  a government  for  a public  object  ^ves 
peculiar  privileges  to  a great  company  like  the  Credit  Fonder^  it 
is  bound  to  see  that  it  employs  those  pHvileges  in  the  man- 
ner for  which  they  were  intended.  But  in  this  case,  most 
probably,  the  French  Government,  or  some  part  of  it,  was 
more  likely  to  go  wrong  than  the  ordinary  managers  of  a 
company.  Ever  since  the  purchase  of  the  Suez  Canal  shares 
by  the  English  Government,  and  the  mission  of  Mr.  Cave, 
which  followed  that  purchase  and  was  thought  to  interpret  it 
— there  has  been  a natural  and  strong  tendency  in  the  French 
Government,  or,  at  any  rate,  in  some  members  of  it,  to  inter- 
vene in  the  affairs  of  Egypt  and  to  support  its  credit.  There 
is  an  ancient  rivalry  between  England  and  France  in  this 
matter,  and  it  was  not  to  be  expected  that,  when  the  English 
Government  made  a ‘masterstroke  of  policy,*  applauded  by 
Prince  Bismarck,  the  French  Government  should  willingly 
remain  altogether  inactive  ; and,  in  fact,  it  has  been  most  wil- 
ling to  meddle  in  the  matter  as  far  as,  or  even  farther,  than 
it  could  safely  do  so.  It  has  been  stated  on  very  high  au- 
thority that  on  one  recent  occasion  ‘twelve  heads  of  financial 
undertakings  and  great  financiers  were  convened  by  letter  to 
meet  at  the  offices  of  the  Credit  Fonder  to  receive  a com- 
munication emanating  from  the  Minister  of  Finance,*  and 
that  this  communication  was  a request  to  the  persons  so  as- 
sembled to  take  up  certain  bills  of  the  Khedive,  then  falling 
due.  And  supposing  this  to  be  true,  or  anything  approximat- 
ing to  truth,  we  may  be  sure  that  the  appointment  by  the 
State  of  the  heads  of  the  Credit  Foncier,  which  was  meant  to 
restrain  it  to  its  own  business,  must,  in  this  case,  have  had  a 
most  contrary  effect,  and  have  tended  to  induce  them  to 
depart  more  and  more  widely  from  it. 

In  this  respect,  one  good  effect  must  follow  from  the  es- 
tablishment of  Parliamentary  Government  in  France.  What- 
ever may  be  thought  of  the  merits  or  demerits  of  that  mode 
of  government  generally,  it  has,  at  least,  one  great  and  con- 
spicuous advantage.  It  assures  a power  of  public  objection, 
if  any  influential  person  wishes  to  object.  And  in  a financial 
scandal  this  is  sure  to  be  the  case.  The  speculative  financiers 
of  the  world  are  divided  into  groups,  always  more  or  less 
hostile,  constantly  opposing  one  another,  and  the  gain  of  one 
of  them  is  a loss  to  another.  And  if  group  A is  benefited  by 
the  intervention  of  a Parliamentary  Minister,  group  B will 
find  some  member  of  the  Parliamentary  Opposition  who  will 
make  the  matter  public,  and,  which  those  concerned  dread 
above  all  things,  spoil  the  operation.  If  the  Credit  Foncier 
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were  an  ordinary  bank,  the  report  that  it  had  invested  so 
much  money  in  such  securities  would  have  gone  far  to  cause 
a run  upon  it.  No  doubt  it  has  been  explained  that, the  com- 
pany hold  other  ‘ signatures  ’ — that  is  to  say,  that  other  per- 
sons are  liable  to  them  besides  the  Egyptian  Government, 
and  that  the  loss  will  fall  on  those  other  persons  and  not  on 
them.  But  still  so  large  a * lock  up  ’ as  ^ 5,600,000  would  be 
apt  to  cause  a run  oft  a bank,  at  least  in  England^  though 
statements — even  true  statements — might  be  made  on  the  be- 
lief that  there  would  be  no  ultimate  loss.  Public  alarm 
would  be  created,  and  would  not  be  stopped  by  any  reason- 
ing. But  in  the  case  of  the  Credit  Foncier,  no  sudi  danger 
is  inoirred.  Its  deposits  are,  as  appears  from  the  above  ac- 
count, only  a trifling  part  of  its  liabilities;  most  of  what  it 
owes  is  upon  obligations,  the  dates  of  which  are  fixed,  and 
the  payment  of  which  cannot  be  accelerated.  But,  though 
for  this  reason  no  apprehension  need  be  felt  as  to  the  stabil- 
ity of  the  Credit  Foncier  itself,  it  remains  as  an  incubus  on 
European  credit,  that  the  Paris  money  market  should  be  so 
much  bverloaded,  as  we  have  now  the  best  reason  to  believe 
it  to  be,  with  securities  which  no  one  can  convert,  and  by  which 
some  one  must  lose.  Not  only  Egyptian,  but  Spanish,  Peru- 
vian, and  Turkish  securities  are  believed  to  be  held  there  in 
very  large  quantities,  and  therefore  we  must,  according  to  all 
likelihoc^,  look  for  trouble  in  Paris — not,  indeed,  of  the  po- 
litical kind  of  which  she  has  so  often  been  so  fertile,  but  of 
the  financial  kind  of  which  she  has  usually  been  much  more 
free.” 

Such  is  the  explanation  given  by  our  contemporary.  If  the 
facts  are  as  stated,  there  is  no  doubt  that  a recovery  may  soon 
be  expected.  For  the  amount  of  questionable  investments  is 
not  sufficiently  large  to  compromise  seriously  an  institution  of 
the  character  of  the  Credit  Foncier.  If  the  indorsers  of  the 
dubious  paper  should  prove  wholly  insolvent,  the  situation 
would  of  course  be  worse  than  if,  as  is  expected,  they  are 
good  ” for  a considerable  proportion  of  the  sum  for  which 
they  have  engaged  themselves.  There  are  several  other  points 
on  which  information  is  desired.  One  of  the  most  important 
is,  whether  a remedy  cannot  be  applied  for  the  prevention  of 
future  mishaps  of  this  sort.  The  Credit  Foncier  Company, 
evidently  accepted  this  unfortunate  transaction  as  a tempo- 
rary investment.  It  is,  we  presume,  allowed  by  its  statutes  to 
lend  its  funds  for  temporary  short  terms,  on  securities  on 
which  it  would  not  lend  in  a more  permanent  form.  If  so, 
the  case  is  something  like  that  of  our  New  York  Savings 
Banks  under  the  old  law.  The  remedy  will  be  to  impose  sim- 
ilar restrictions  to  those  of  our  new  savings  bank  act,  which 
prohibits  temporary  loans  to  be  made  on  securities  in  which 
the  banks  are  not  permitted  to  make  ordinary  investments. 
Finally,  there  is  reason  for  doubt  whether  the  recommenda- 
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tion  of  the  government  was  |^ven  as  is  alleged.  Still  the 
a^air  needs  elucidation.  In  this  point  of  view,  the  subjoined 
remarks  of  the  Economist  are  suggestive : “ That  the  French 
money  market  should  greatly  feel  the  effect  of  such  a col- 
lapse in  foreign  securities  as  we  have  seen  lately,  was  indeed 
to  be  expected.  French  bankers  have  alwa^  employed  more 
of  their  money  in  stock  operations  than  English  ones.  The 
rigid  line  which  divides,  according  to  our  notions,  “ banking  ** 
from  “financing,**  is  not  recognized  as  of  the  same  authority 
in  Paris,  or  indeed  anywhere  on  the  Continent ; first,  because 
foreign  bankers  do  not  hold  nearly  so  large  a proportion  of 
their  means  as  English  bankers  payable  on  very  short  notice, 
or  on  demand  ; and,  secondly,  because  foreign  bankers  have 
not  the  same  means  of  employing  their  funds  in  the  discount 
of  trade  bills  as  English  ones.  In  France,  for  example,  the 
bills  do  not  exist  in  the  number  which  we  should  expect. 
The  commerce  of  France  is  so  much  less  carried  on  by  credit 
than  ours,  that  there  is  no  opportunity  for  the  creation  of 
such  securities  to  the  extent  which  we  are  familiar  with.  That 
creation  is,  in  fact,  a thing  quite  new  in  the  world,  is  almost 
peculiar  to  the  English-speaking  race,  and  is  one  of  the 
greatest  contributions  which  they  have  made  to  commercial 
civilization.  Not  having  these  trade  securities  in  sufficient 
numbers,  Paris  bankers  have  always  been  driven  to  invest 
their  funds  in  foreign  stocks,  foreign  treasury  bills,  and  simi- 
lar securities  ; and  any  large  depreciation  or  discredit  of  such 
things  has  always  injured  them.  And  the  operations  in  loans 
to  semi-civilized  States,  have  of  late  years  been  so  very  much 
larger  than  they  ever  were  before,  that  the  injury  from  their 
fall  was  likely  to  be  much  greater  than  ever  before.  The 
process  has  been  this — as  soon  as  such  a State  as  Egypt 
wanted  money,  it  issued  ‘Treasury  bills*  which  were  ‘done* 
in  Paris  and  elsewhere  at  very  high  rates  of  interest ; and 
when  their  magnitude  had  grown  troublesome,  a funded  loan 
was  issued  to  the  general  public,  with  the  proceeds  of  which 
they  were  wholly  or  in  part  paid  off.  But  now,  owing  to 
causes  which  are  too  well  known  to  need  naming,  this  funded 
loan  can  not  be  floated.  The  public  will  have  nothing  to 
say  to  it.** 

Some  important  changes  are  likely  to  be  made  in  the  man- 
agement of  the  Company.  It  is  reported  that  the  governor  of 
the  Credit  Foncier,  M.  Fremy,  is  about  to  retire,  and  that  M. 
Mathieu  Bodet,  a former  Minister  of  France,  will  be  ap- 
pointed by  the  French  Government  to  succeed  him.  There  is 
no  doubt  that  the  bear  speculators  at  the  Paris  Bourse,  have 
done  their  utmost  to  exaggerate  the  probable  effects  of  this 
mistaken  investment  of  the  Credit  Foncier.  But,  except  some 
new  facts  now  unknown  should  be  disclosed,  the  locking  up 
of  a portion  of  the  floating  means  of  the  Company,  is  likely 
to  be  for  a short  period,  and  it  will  be  submitted  to  without 


Digitized  by  CjOOQle 


12 


THE  banker's  magazine. 


[July, 


much  further  damage  to  the  prestige  of  the  institution.  It  is 
not  improbable,  however,  that  a further  amount  of  capital 
may  be  called.  The  paid-up  capital,  as  stated  above,  is 
$9,000,000.  In  addition  to  which  there  are  nine  millions 
more  of  uncalled  capital,  and  $6,125,000  of  surplus. 

In  discussing  at  some  length,  several  months  ago,  the 
general  operations  of  the  Credit  Foncier,  we  explained  its 
methods  of  investment  or  of  lending  money,  and,  secondly, 
its  methods  of  borrowing  money.  As  to  the  first  process,  the 
borrowers  to  whom  money  is  advanced  on  bond  and  mort- 
gage, may  pay  off  the  loan  by  installments.  For  example, 
they  may  pay  to  the  company  an  annual  sum  amounting  to  six 
per  cent,  a year.  Of  this  sum,  five  per  cent,  will  be  ab- 
sorbed by  the  charge  for  interest,  and  the  remainder  will  con- 
stitute a sinking  fund  for  the  redemption  of  the  principal. 
By  such  a series  of  payments,  in  the  course  of  fifty  years,  the 
borrowers  will  annihilate  the  loan  and  the  property  will  be 
free  of  debt.  There  are  other  arrangements  besides  this 
which  the  company  is  ready  to  make  under  certain  circum- 
stances. Enough  has  however  been  said  to  show  the  general 
nature  of  the  Credit  Foncier.  Its  peculiar  methods  of  rais- 
ing money  with  which  to  make  loans  are  well  known.  The 
company  issue  bonds  for  sums  of  1,000  francs,  500  francs,  and 
100  francs.  These  bonds  bear  interest  at  the  rate  of  three 
per  cent. ; but  they  fetch  a good  price  in  the  market  because 
they  are  redeemable  according  to  certain  periodical  drawings 
at  the  rate  of  twenty  per  cent,  premium.  The  drawings  are 
held  four  times  a year  and  the  thousand  franc  bond  which  is 
first  drawn,  receives  a prize  of  100  thousand  francs,  or  $ 20,000, 
besides  the  premium  of  twenty  per  cent,  to  which  it  is  en- 
titled with  the  rest  of  the  drawn  bonds.  There  are  also  a 
number  of  smaller  prizes  to  which  we  need  not  at  this  time 
refer.  These  lottery  features,  as  they  have  been  called,  of  the 
Credit  Foncier,  have  been  severely  criticised  in  England. 
Their  object,  however,  is  very  evident.  They  enable  the  com- 
pany to  borrow  all  the  money  it  requires,  at  a low  rate  of 
interest. 


SCOTCH  AND  ENGLISH  BANKING. 

We  announced  some  time  ago  that  some  changes  were  pro- 
posed in  the  banking  laws  of  Great  Britain.  The  reforms  of 
most  pressing  necessity  concern  the  reserves  of  cash  held 
by  the  banks,  which  are  extremely  small  and  notoriously  in- 
adequate. A few  weeks  ago  a deputation  of  bankers  and 
other  influential  persons  had  a brief  interview  with  Sir 
Stafford  Northcote,  the  British  Chancellor  of  the  Exchequer, 
with  reference  to  another  question  of  considerable  interest. 
The  English  bankers  complained  that  certain  Scotch  banks 
were  establishing  branches  in  England.  Such  a course,  though 
contrary  to  established  custom,  is  not  forbidden  by  the  present 
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laws,  ai\d  the  deputation  applied  to  the  Chancellor  to  solicit  his 
interposition  in  one  of  two  ways,  either  in  passing  a law  to  stop 
the  Scotch  banks  from  crossing  the  border  and  establishing 
themselves  in  England  ; or  else,  in  desiring  them  temporarily 
to  refrain  from  doing  so  until  Parliament  should  decide 
whether  or  not  any  action  could  be  taken  by  way  of  protect- 
ing the  English  banking  system  against  certain  dangers  ap- 
prehended from  the  competition  of  the  Scotch  banks  with 
those  of  England ; the  two  classes  of  banks  being  founded  on 
very  different  systems.  The  deputation  did  not  succeed. 
Sir  Stafford  Northcote  declining  to  accede  to  either  of  the 
propositions  made  to  him.  He  said  he  was  not  as  yet  pre- 
pared with  any  bill  to  reform  the  English  banking  system, 
and  he  intimated  that  such  a bill  was  in  preparation,  but  it 
would  probably  contain  no  provision  such  as  the  deputation 
desired.  The  Chancellor  further  said,  that  he  could  not  ask 
the  Scotch  banks  to  suspend  temporarily  any  designs  they 
might  have  of  opening  branch  banks  in  England,  because 
those  banks  either  had  the  right  under  the  law  to  do  so  or 
they  had  not.  In  the  latter  case,  the  English  banks  should 
appeal  to  the  courts.  In  the  former  case,  no  suggestions 
from  him  would  be  proper.  The  London  Times  opposes  the 
demands  of  the  banks,  and  says  that  they  are  seeking  pro- 
tection from  rivals  in  business,  and  are  appealing  to  Parlia- 
ment for  aid  which  no  other  body  of  men  in  business  would 
think  of  asking  at  this  late  day.  This  controversy  is  by  no 
means  a new  one.  Nearly  two  years  ago  the  subject  was  first 
brought  before  the  public,  and  we  gave  some  account  of  the 
agitation  in  our  number  for  October,  1874.  For  the  time,  the 
trouble  was  quieted  by  Mr.  Goschen,  who  prepared  a bill  to 
prohibit  the  Scotch  banks  from  establishing  branches  out  of 
Scotland.  This  bill  was  subsequently  withdrawn  and  a select 
committee  was  appointed  to  consider  and  report,  upon  the 
subject.  This  committee,  with  Sir  S.  Northcote  for  its  chair- 
man, commenced  its  sessions  22A  April,  1875,  and  reported  on 
the  2 2d  July  following.  They  were  not  able  to  agree  upon 
any  bill,  but  their  report  is  very  instructive.  It  contains  the 
evidence  of  a large  number  of  bankers  and  other  persons, 
and  throws  considerable  light  on  the  present  condition  of 
banking  in  Great  Britain.  At  some  future  time  we  intend  to 
make  an  abstract  for  our  readers  of  this  valuable  blue  book. 
At  present  we  will  briefly  refer  to  two  or  three  points  which 
concern  the  question  at  issue  between  the  Scotch  and 
English  banks. 

At  first  sight  it  may  seem  strange  to  us  in  this  country 
that  intelligent  London  bankers,  members  of  Parliament,  and 
men  of  great  influence  and  authority,  should  commit  them- 
selves to  a project  so  narrow  and  so  likely  to  fail,  as  that  of 
attempting  to  prevent  the  banks  of  one  part  of  Great  Britain 
from  establishing  branches  in  another.  Indeed,  this  plausible 
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view  is  eloquently  urged  by  the  London  Tim^,  But 
if  this  were  a fair  representation  of  the  case,  ana  if  the 
banks  had  no  other  ground  to  stand  upon  except  the  narrow 
platform  of  self-interest  and  exclusiveness,  but  few  of  the  gen- 
tlemen  who  figured  so  prominently  in  the  deputation,  could 
have  been  induced  to  identify  themselves  with  it.  The  great 
objection  to  the  admission  of  the  Scotch  banks  to  the  privi- 
leges of  banking  in  England,  is  one  of  infinitely  more 
weight  than  any  consideration  of  rivalry  or  petty  business 
jealousy.  The  ^otch  banks  are  not  governed  by  the  same 
law,  or  founded  on  the  same  principles  as  the  English  banks  ; 
the  delicate  and  complex  system  of  English  banking  is  too 
sensitive  to  bear  without  grave  peril  a change  so  deep  and 
radical  as  that  which  is  here  proposed.  To  appreciate  these 
points  which  are  of  the  greatest  importance,  we  must  remem- 
ber that  in  Scotland  prior  to  the  year  1845,  banking,  includ- 
ing the  power  of  issuing  one-pound  notes,  was  regarded  as 
a common  law  right  wholly  unfettered  by  statute.  This 
freedom  fostered  the  growth  of  a few  large  joint-stock  banks. 
Since  1845  the  Scotch  monopoly  has  become  closer  by 
the  reduction  of  the  number  of  banks  to  eleven.  In  England, 
on  the  other  hand,  the  banking  system  has  grown  up  under 
an  entirely  different  spirit.  During  the  Napoleonic  wars,  and 
for  some  years  after  their  close,  the  monopoly  of  the  Bank  of 
England  was  so  much  protected,  that  no  strong  and  healthy 
development  of  banking  was  possible.  Until  1826  no  joint- 
stock  bank  was  allowed  to  be  established ; none  but  private 
banks  were  permitted  by  law,  and  those  banks  could  not 
have  more  than  six  partners.  This  restriction  kept  the  banking 
of  England  essentially  local  and  weak,  whilst  the  banking  of 
Scotland,  under  the  stimulus  of  free  growth,  was  becoming  na- 
tional and  strong.  When  in  England,  in  1826,  joint-stock  banks, 
with  the  power  of  issue,  were  Tor  the  first  time  legalized,  there 
still  survived  a number  of  restrictions,  which  however  were 
somewhat  relaxed  in  1833.  At  the  same  time,  however,  in  1826, 
notes  under  five  pounds  were  abolished  in  England.  In  1844, 
Sir  R.  Peel’s  act  forbade  the  establishment  of  any  new  bank 
of  issue  in  England,  though  it  preserved  the  privilege  of  issue 
to  those  banks  that  already  had  it;  but  absolutely  limited 
the  amount  of  notes  of  each  bank  to  the  average  sum  in  cir- 
culation during  the  twelve  weeks  previous  to  the  passage  of 
the  law.  It  will  thus  be  seen  that  the  privileges  of  note-issue 
accorded  to  the  English  banks,  were  very  different  from  the 
unlimited  power  of  issue  of  the  Scotch  banks,  not  to  mention 
the  one-pound  notes  which  are  the  most  valuable  part  of  the 
circulation  of  the  Scotch  banks,  and  are  wholly  forbidden  to 
the  banks  in  England.  The  growth  of  the  banking  system  of 
England  during  the  last  fifteen  years,  is  set  forth  as  follows, 
by  Mr.  Dun,  in  his  valuable  essay  in  the  Journal  of  the  Lon- 
don Statistical  Society  for  March. 
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Banks  in  England  And  Wales— Excluding  the  Bank  or  England— 

1860—1875. 


JOINT  STOCK. 

i860. 

1865. 

1870. 

1875- 

Purely  London 

7 

...  II 

...  12 

...  12 

London  and  Provincial 

2 

...  9 

...  8 

...  7 

Provincial  

85 

• 93 

...  92 

...  99 

Total  Joint  Stock 

PRIVATE. 

94 

...  113 

...  112 

...  118 

Purely  London 

53 

...  46 

...  47 

...  55 

Provincial 

239 

...  211 

...  207 

...  196> 

Total  Private 

292 

...‘  257 

...  254 

...  251 

Total  Joint  Stock  and  Private... 

...  370 

366 

...  ^ 

This  table  shows  that  the  whole  number  of  banks  in  Eng- 
land and  Wales,  is  369,  of  which  295  are  interior  banks,  and 
74  metropolitan.  Thus  we  find  that  one-fourth  of  these  banks 
are  in  London  and  three-fourths  in  the  country.  We  also  ob- 
serve that  while  the  joint-stock  banks  are  increasing  in  num- 
ber, the  private  banks  are  decreasing.  To  show  still  more 
clearly  the  difference  between  the  Scotch  and  English  banking 
system,  we  give  the  subjoined  table  from  Mr.  Dun's  essay : 
Distribution  op  Banks  in  Great  Britain  and  Ireland,  1874. 

Population  to  No.  ^ Population  to 

No.  0/  Banks  one  Bank.  Bank  Officers,  one  Bank  Officer^ 

England  and  Wales  *...  376  ...  63,700  ...  1,885  •••  12,600 


Scotland Il  ...  317,750  ...  873  ...  4,000 

Ireland 12  ...  44M77  404  ...  13,100 


399  ...  82,000  ...  3,162  ...  10,300 

From  these  figures  it  appears  that  there  is  one  conspicuous 
difference  between  the  English  system  and  that  of  Scotland. 
In  the  former  there  are  many  small  local  banks  and  few 
branch  oflSces;  while  in  Scotland  there  are  no  small  banks,^ 
and  each  central  bank  has  many  branches.  This  local  and 
independent  character  of  English  banking  merits  examination. 
It  has  some  resemblance  to  the  old  system  of  American  bank- 
ing. As  has  been  said  it  was  developed  under  the  exclusive 
pnvileges  panted  to  the  Bank  of  England  during  the  century 
of  war  which  closed  with  the  ruin  of  the  first  Napoleon,  sixty 
years  a^o.  The  number  of  private  banks  in  England  and 
Wales,  in  1776,  is  estimated  at  150.  In  1792,  there  were  350, 
of  which  atout  100  succumbed  in  the  panic  of  1793.  In  1800 
the  banks  exceeded  300,  and  so  rapidly  did  they  increase 
during  the  war  that  in  1814  they  numbered  940.  The  g^eat 
majority  of  these  banks  issued  notes ; they  supplied,  indeed, 
an  important  part  of  the  currency  of  many  extensive  districts. 
As  gold  and  silver  disappeared  from  circulation,  bank  notes 
formed  a large  proportion  of  the  ordinary  money  of  business. 
The  Act  of  1708,  prohibiting  the  introduction  of  more  than 
six  partners  into  any  establishment  for  the  issue  of  notes. 

* Including  the  Bank  of  England. 
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payable  on  demand  in  England  and  Wales,  continued  in 
operation  till  1826,  when  it  was  repealed  with  the  consent  of 
the  Bank  of  England ; and  leave  was  given  to  establish  joint- 
stock  banks,  or  banks  with  any  number  of  partners  for  the 
issue  of  notes  payable  anywhere  beyond  sixty-five  miles  from 
London.  This  sixty-five  mile  circle  is  still  kept  up,  and 
within  it  no  bank  notes  are  issued  but  those  of  the  Bank 
of  England.  After  the  suspension  of  specie  payments  in  1797, 
the  Bank  of  England  began,  for  the  first  time,  to  issue  one- 
pound  notes,  as  did  also  many  of  the  country  banks.  The 
former  withdrew  its  one-pound  notes  soon  after  the  resump- 
tion of  specie  payments  in  1821  ; but  the  one-pound  notes  of 
the  country  banks  still  continued  to  be  put  into  circulation, 
for  the  reason  that  the  banks  found  these  small  notes  a con- 
venient means  by  which  their  paper  could  be  kept  afloat  and 
put  into  general  circulation.  By  the  Act  of  1826,  however, 
the  issue  of  one-pound  notes  was  finally  prohibited,  after  a 
certain  specified  period  in  England  and  Wales.  Since  1829 
no  notes  for  less  than  five  pounds,  or  $ 25,  have  been  allowed 
to  be  issued  by  any  of  the  English  banks,  though  the  Scotch 
banks  still  retain,  as  we  have  said,  the  privilege  of  issuing 
them.  The  suppression  of  one-pound  notes,  shut  up  one  of 
the  easiest  and  safest  outlets  by  which  the  inferior  class  of 
English  country  bankers  had  previously  contrived  to  force 
their  paper  into  circulation  ; and  it  was  in  so  far  an  advan- 
tage. But  a variety  of  other  channels  of  inflation  were*  still 
open  to  these  bankers,  and  did  no  small  mischief. 

Although,  however,  so  many  objections  were  still  urged 
against  the  free  banking  system,  as  remodeled  and  extended 
in  1826,  none  of  the  suggestions  were  adopted  for  its  im- 
provement. During  the  period  from  1836  to  1840,  its  defects 
were  disastrously  seen  in  the  inflation  of  credit  which  was 
developed  in  the  United  States  and  on  the  Continent  of 
Europe,  as  well  as  in  England.  Such  was  the  rapid  increase 
of  the  English  joint-stock  banks  that  their  number,  which  in 
1834  had-  amounted  to  fifty-five,  increased  in  1836  to  100 ; 
and  this  increase,  rapid  as  it  was,  does  not  fully  exhibit  the 
real  extension  of  the  system.  By  far  the  greater  number  of 
these  banks  adopted  the  Scotch  method  of  establishing  nu- 
merous branches.  Many  of  these  branches  were  at  a consid- 
erable distance  from  the  head  office,  and  all  sorts  of  banking 
business  were  thus  going  on  at  a remote  place,  secluded  from 
supervision  by  the  chief  officers  of  the  bank.  It  is  said  there 
were  on  the  average  four  or  five  such  branches  to  each  parent 
bank.  On  this  low  estimate,  it  would  appear  that  from  180 
to  200  joint-stock  banking  offices  were  opened  in  1835  and 
1836.  While  this  increase  was  going  on  amongst  the  joint- 
stock  banks,  it  is  no  doubt  true  that  the  number  of  the  pri- 
vate banks  underwent,  at  the  same  time,  a considerable  dimi- 
nution, by  their  being  either  given  up  or  merged  into  joint 
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Stock  associations.  But  these  were  mostly  of  very  inferior 
credit.  And  the  extension  of  the  system  of  joint-stock  banks 
is  reported  to  have  been  beyond  comparison  greater  than  the 
contraction  of  the  system  of  private  banks.  All  these  new 
banks,  it  is  to  be  remembered,  were  under  the  free  banking 
law,  which  imposed  no  restrictions  on  the  note  issues ; .and 
from  the  large  additions  which  the  opening  of  so  many  banks 
suddenly  made  to  the  volume  of  the  note  issues,  the  general 
circulation  of  the  country  became  redundant,  and  the  foreign 
exchanges  were  depressed.  The  deficient  harvest  of  1838  and 
1839  conspired  with  this  redundancy,  occasioned  a farther 
fall  in  the  exchanges,  and  a severe  drain  upon  the  Bank  of 
England  for  gold,  was  the  natural  consequence.  But  while 
the  bank  was  narrowing  its  issues  by  supplying  the  export- 
ers of  bullion  with  gold  in  exchange  for  notes,  the  country 
banks  went  on  augmenting  their  issues,  and  what  the  former 
did  by  contraction,  the  latter  more  than  undid  by  expansion. 
The  drain  caused  by  the  withdrawal  of  the  Bank  of  England 
paper  was  immediately  compensated,  and  the  monetary  chan- 
nels were  filled  up  and  made  to  overflow  by  the  issue  of  a 
more  than  equal  amount  of  country  paper;  so  that  had  it 
not  been  for  the  rise  in  the  rate  of  interest,  and  the  other 
repressive  measures  adopted  by  the  bank,  the  probability  is 
that  the  institution  might  have  gone  on  paying  away  its 
bullion  for  notes  till  it  had  been  depleted  of  its  whole 
supply  of  gold  reserve,  and  this  without  in  any  degree  af- 
fecting the  foreign  exchanges,  and  as  it  was . the  bullion  in 
its  coffers  in  August,  1839,  was  reduced  to  2,420,000,  so  that 
the  financial  system  of  England  narrowly  escaped  a disastrous 
crisis. 

This  perilous  experience  having  at  last  fixed  the  public 
attention  on  the  evils  of  the  free  banking  system.  Sir  Robert 
Peel  in  1844  was  induced  to  attempt  its  improvement.  Ten 
years  before,  a clause  had  been  inserted  the  Act  3 and  4, 
Will.  4,  chap.  98,  which  renewed  the  Bank  of  England  charter 
in  1833,  and  this  clause  gave  Parliament  the  power  to  revise 
or  cancel  the  charter  in  1845.  A legitimate  opportunity  was 
thus  obtained  for  the  introduction  of  the  necessary  reforms. 
But,  if  it  had  been  desirable,  the  destruction  of  the  free 
banking  system  and  the  total  suppression  of  the  issue  of 
notes  by  joint  stock  and  private  banking  companies  would 
have  been  a measure  too  much  opposed  to  popular  pre- 
judices, and  too  hostile  to  the  real  or  supposed  interests  of  a 
large  and  powerful  class,  to  have  had  any  chance  of  being 
carried ; and  there  were  also  great,  though  inferior,  difficulties 
in  the  way  of  the  plan  of  taking  security  from  the  issuers.  Sir 
Robert  Peel  in  attempting  to  reform  the  English  banking 
system  felt  obliged  to  proceed  cautiously  and  to  respect,  in 
as  far  as  possible,  existing  interests,  and  he  was  particularly 
anxious  to  avoid  taking  any  step  that  might  excite  the  fear 
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or  suspicions  of  the  public;  the  grand  difficulty  being  to 
carry  through  Parliament  any  plan  that  would  remedy  in 
any  considerable  degree  the  defects  complained  of.  We 
know  how  this  difficult  problem  was  solved  by  Sir  Robert 
Peel ; the  measures  he  introduced  and  carried  through  Parlia- 
ment in  1844,  for  the  improvement  of  the  English  banking 
system,  were  followed  in  1845  by  similar  plans  for  Scotland 
and  Ireland,  and  they  were  so  skillfully  contrived  as  to  pro- 
voke little  opposition,  at  the  same  that  they  effected  very 
extensive  and  beneficial  changes.  The  principle  of  Sir  Robert 
Peel’s  banking  reform  was  to  deal  with  the  currency  first, 
and  to  leave  the  other  part  of  the  banking  system  for  future 
action.  How  effectual  for  his  purpose  were  the  laws  of  1844 
and  1845  is  sufficiently  evident  from  the  fact  that  for  thirty 
years  there  has  been  no  currency  panic  in  England.  During 
that  period  the  exports  of  Great  Britain  have  increased  from 
^144,000,000  in  1844  to  607,000,000  in  1874,  the  bank  note 
issues  from  ^37,380,000  in  1844  to  43,910,000  in  1875,  and 
the  Clearing  House  exchanges  from  2 1,500,000,000  in  1844  to 
^5,916,000,000  in  1874.  Meanwhile  the  aggregate  deposits  of 
the  joint  stock  banks  in  London  have  increased  from 
7,984,305  in  1844  to  96,900,000  in  1874,  and  their  capital 
and  surplus  from  2,062,900  to  12,500,000.  On  the  other 
hand  the  deposits  of  the  Scotch  banks  have  risen  from 
35,000,000  to  jQ  80,500,000,  while  the  aggregate  capital  has 
decreased  from  ^11,000,000  to  9,600,000,  and  their  circu- 
lation has  increased  from  ^3,000,000  in  1845  to  6,000,000 
in  1875.  What  further  changes  Sir  Robert  Peel  would  have 
proposed  in  the  banking  system  had  his  life  been  spared  it  is 
impossible  to  say.  He  divided  his  work  of  reform  as  we 
have  said  into  two  parts,  that  of  the  currency  powers  and  that 
of  the  banking  powers,  properly  so  called,  of  the  banking 
system.  It  is  said  by  some  persons  that  Sir  Robert  Peel  was 
an  admirer  of  the  provisions  of  our  New  York  general  bank- 
ing law  of  1838,  and  that  he  gave  as  his  reason  for  not 
attempting  their  adoption  in  England,  that  one  great  reform 
in  the  banking  law  at  a time  was  as  much  as  the  English 
Parliament  would  bear.  The  three  provisions  of  the  Ameri- 
can law  which  are  said  to  have  been  under  discussion  are 
first,  that  the  note-issuing  banks  should  deposit  security  for 
their  notes  in  the  hands  of  the  government,  that  they  should 
make  frequent  and  full  reports  for  publication  of  their  de- 
posits, loans,  reserves  and  specific  condition,  and  that  they 
should  hold  a given  percentage  of  cash  reserve.  None  of 
these  wholesome  provisions  was  enforced  upon  the  English  or 
Scotch  banks  by  Sir  Robert  Peel’s  legislation,  but  it  is  worthy 
of  note  that  all  of  them  have  been  since  proposed,  and  had 
they  been  sooner  adopted  much  of  the  mischief  of  the  panics 
of  1866  and  1873  might  have  been  prevented. 

Another  point  worthy  of  observation  is  that  the  deputation 
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of  bankers  referred  to  at  the  beginning  of  this  article,  favor 
changes  in  the  English  banking  law  of  a very  different  and 
less  conservative  character.  They  have  not  a word  to  say 
about  doing  something  to  complete  Sir  Robert  Peel’s  reforms. 
They  are  rather  in  favor  of  undoing  what  he  did.  Their 
argument  is  that  if  the  Scotch  banks  are  permitted  to  estab- 
lish themselves  in  England,  an  injustice  will  be  done  to  their 
English  rivals,  except  the  latter  be  permitted  to  issue  notes 
as  freely  as  are  the  Scotch  banks.  Perhaps  it  was  because 
of  this  demand  that  the  bankers  called  down  upon  them- 
selves the  severe  reproof  from  the  London  Times. 

It  seems  to  us  that  the  English  bankers  have  needlessly 
complicated  their  case  with  irrelevant  matters.  If  they  had 
proposed  the  simple  principle  that  all  Scottish  banks  remov- 
ing to  England  or  opening  branches  there  should  come  under 
the  law  of  1844  and  sacrifice  their  circulation,  they  would 
perhaps  have  saved  themselves  and  the  English  banking  sys- 
tem much  future  trouble.  For  they  would  thus  have  raised 
distinctly  into  view  the  great  argument  to  which  we  referred 
at  the  opening  of  this  article, . that  the  two  systems  of  bank- 
ing— the  Scottish  and  the  English — are  so  diverse  in  principle, 
that  they  cannot,  in  a delicate  equilibrium  like  that  of  the 
British  monetary  organism,  exist  and  work  harmoniously 
together.  The  Sottish  banks,  however,  cannot  be  blamed  if 
in  these  days  of  easy  money,  when  their  coffers  are  full  and 
they  cannot  lend  at  full  rates,  they  endeavor  to  extend  the 
field  for  the  employment  of  their  idle  resources  by  any  law- 
ful method  that  may  seem  to  open  to  them.  If  the  legal 
status  of  the  Scotch  banks  opening  branches  in  England 
should  not  be  decided  in  accordance  with  the  principle  sug- 
gested above,  some  other  solution  will,  it  is  hoped,  be  found 
for  the  difficulty.  But  the  remedies  of  the  English  bankers 
and  of  their  deputation  are  worse  than  the  disease.  They  will 
be  clearly  inadmissible  so  long  as  the  wholesome  principles 
of  the  Peel  legislation  are  regarded  as  the  fundamental 
basis  of  the  British  banking  system.  The  growth  of  the 
capital  and  liabilities  of  the  banks  of  Great  Britain  since 
1850  are  shown  in  the  subjoined  table,  compiled  from  the 
figures  given  by  Mr.  Dun.  We  have  reduced  the  sums  to 
dollars  of  five  to  the  pound  sterling;  and  we  add  the  cor- 
responding figfures  as  nearly  as  we  can  estimate  them  for  the 
banks  of  the  United  States  : 


Capital  and  Liabilities  op  British  Banks,  1850-1874. 


1850. 

Bank  of  England $ 180,000.000 

Other  Londra  banks 3so,ooo,o0d 

Lon.  dis.  houses,  cap.  & dep.  000,000 

Country  banks 485,000,000 

Scotch  banks 180,000,000 

Irish  banks 85,000.000 


1871. 

1 335.«»,ooo 

870.000. 000 

390.000. 000 

1,050,000,000 

4^,000,000 

205.000. 000 


1873. 

1 350.000. 000 

1.055.000. 000 
33S»o«>»«» 

1.330.000. 000 

475.000. 000 

215.000. 000 


1874. 

$ 350,000,000 

1,170,000,000 
3^,000,000 

1,3W,OCO,000 

530.000. 000 

340.000. 000 


Total  British  banks S >i3<x>,«oo,ooo  . $3,310,000,000 

Total  U.  S.  banks 800,000,000  . 3,720,000,000 


• 1 3,660,000,000  . $3,910,000,000 
3,800,000,000  2,908,761,131 
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ECONOMIC  SCIENCE  AND  ITS  LEADERS. 

No.  I.  Adam  Smith. 

Among  the  great  teachers  who  have  shed  light  over  the 
tortuous  mazes  of  economic  thought  and  research,  the  most 
conspicuous  has  undoubtedly  been  the  author  of  The  Wealth 
of  Nations,  This  book,  when  it  first  appeared,  was  greeted 
with  a general  welcome,  and  for  three  successive  generations, 
wherever  economic  studies  have  flourished,  it  has  kept  its  pre- 
eminence, without  any  notable  signs  of  waning  popularity. 
On  very  few  of  its  greatest  men  has  the  world  conferred  the 
distinction  of  standing  at  the  head  of  a progressive  science 
for  one-tenth  of  the  period  in  which  Adam  Smith  has  been 
the  acknowledged  chief  of  the  science  of  political  economy. 
As  the  present  year  brings  to  us  the  hundredth  anniversary 
of  the  publication  of  Adam  Smith’s  great  work,  and  as  the 
claims  of  that  treatise  to  the  honors  accorded  to  it  have  been 
recently  challenged  by  Chevalier,  in  the  College  de  France, 
we  will  begin  our  series  of  papers  on  “ Economic  Science 
and  its  Leaders  ” by  an  examination  of  the  labors  of 
Smith,  of  the  obligations  which  he  has  conferred  upon 
the  world,  and  of  the  part  which  he  has  played  in 

the  progress  of  political  economy.  Like  all  great  men, 

Adam  Smith  owed  much  to  himself,  but  more  to  the  cir- 
cumstances of  the  times  in  which  he  lived.  From  the 

inscription  on  his  tomb  in  the  Canongate  churchyard 
at  Edinburgh,  we  learn  that  he  was  born  5th  June, 

1723,  and  that  he  died  17th  of  July,  1790.  As  we  shall 
see  hereafter  he  enjoyed  throughout  most  of  his  long  life 
two  important  advantages  for  the  study  of  economic  prin- 
ciples and  facts.  In  the  first  place  he  was  thrown  into 
frequent  and  close  intimacy  with  well-informed  clear-headed 
men  of  business;  and  secondly  he  was  practised  in  the  diffi- 
cult art  of  philosophising  upK>n  the  facts  with  which  he  was 
thus  made  familiar.  Moreover  his  scientific  deductions  were 
no  doubt  continually  tested,  and  his  theories  verified,  by 
talking  them  over  with  his  friends,  with  whom  notwithstand- 
ing certain  eccentricities  of  manner,  he  seems  to  have  been 
always  both  popular  and  highly  respected. 

A brief  sketch  of  Smith’s  life  will  suffice  for  our  present 
purpose.  His  father  died  a few  months  before  his  birth,  so 
that  his  education  was  directed  by  his  mother,  who  treated 
him  with  much  indulgence,  and  was  repaid  by  his  filial 
gratitude  and  affection  for  sixty  years.  At  his  native  town 
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of  Kirkcaldy  he  attended  the  grammar  school,  where  he 
seems  to  have  distinguished  himself  by  zeal  for  knowledge. 
A chronic  feebleness  of  constitution  excluded  him  from  most 
of  the  amusements  common  to  boys  of  his  age.  Little  more 
is  recorded  of  his  early  days  than  his  passion  for  books,  and 
his  extraordinary  powers  of  memory.  He  was  much  beloved 
by  his  school-fellows,  many  of  whom  became  eminent  in 
after  years.  In  youth  he  was  noted  for  those  habits  which 
clung  to  him  through  life,  of  talking  to  hiipself  when  alone, 
and  of  being  absent-minded  in  company.  He  remained  at 
his  mother’s  home  in  Kirkcaldy  until  1737,  when  he  matricu- 
lated at  the  University  of  Glasgow,  where  he  studied  for 
three  years.  As  he  was  intended  for  the  church  he  entered 
Baliol  College  at  Oxford,  where  for  seven  years  he  con- 
tinued his  studies.  Mathematics  and  natural  philosophy  were 
his  favorite  pursuits  at  Glasgow.  But  at  Oxford,  he  seems 
to  have  devoted  himself  to  the  study  of  modern  languages, 
general  literature,  and  moral  * science. 

Leaving  Oxford  in  1747,  he  resided  for  nearly  two  years  at 
Kirkcaldy,  with  his  mother,  who  had  sent  him  to  Oxford 
that  he  might  qualify  himself  for  the  ministry.  But,  like 
Turgot  and  some  other  economists  of  that  age,  he  shrunk 
from  the  responsibilities  of  the  ecclesiastical  profession,  and 
in  opposition  to  the  advice  of  his  friends,  he  determined  to 
give  himself  wholly  to  literary  labors.  These  were  not  long 
in  forcing  themselves  upon  so  earnest  a worker.  In  1748  he 
removed  to  Edinbuigh,  where  he  began  a course  of  teaching 
on  rhetoric  and  literature.  His  lectures  were  well  attended 
by  the  students  of  law  and  theology.  At  Edinburgh  began 
Smith’s  acquaintance  with  David  Hume,  which  lasted  till  the 
death  of  the  latter.  The  success  of  the  lectures  on  rhetoric, 
the  recommendations  of  Lord  Karnes,  and  the  influence  of 
some  other  persons  procured  for  Smith  in  1751,  the  election 
as  Professor  of  log^c  in  the  University  of  Glasgow.  In  the 
following  year  he  was  raised  to  the  chair  of  moral  philos- 
ophy in  the  same  University,  vacant  by  the  death  of  Mr. 
Cragie,  the  immediate  successor  of  Dr.  Hutcheson,  under 
whom  Smith  formerly  studied,  and  who  was  the  first  pro- 
fessor that  introduced  the  subject  of  political  economy  into 
his  regular  course  of  lectures  at  the  University.  But  for 
the  appointment  of  Adam  Smith  to  this  chair,  and  the 
custom  established  by  Hutcheson  of  teaching  political 
economy  in  his  lectures  on  moral  philosophy,  the  world 
perhaps  would  never  have  had  Smith’s  Treatise  on  the 
Wealth  of  Nations,  For  he  declared  at  a later  period  that 
he  taught  in  his  lectures  in  1752  and  earlier  the  same 
doctrines  which  he  published  in  his  book  in  1776. 

After  some  years  of  successful  devotion  to  the  work  of 
teaching,  he  published  in  1759  his  well-known  essay  on 
ethics,  the  “ Theory  of  Moral  Sentiments.”  This  book 
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attracted  great  public  attention  to  the  writer,  who  was 
some  time  afterwards  invited  by  Charles  Townshend  to  ac- 
company his  step-son,  the  young  Duke  of  Buccleuch,  to  the 
Continent  as  his  tutor.  The  proposition  was  accepted  and 
Smith  set  out  for  France  with  his  pupil  in  March,  1764. 
After  passing  a few  days  at  Paris  they  proceeded  to  Tou- 
louse, where  they  established  themselves  for  about  eighteen 
months.  How  far  Smith  availed  himself  of  his  opportunities 
for  observation  to  perfect  and  extend  his  knowledge  of  the 
literature,  industrial  organization,  and  productive  powers  of 
France,  is  probable  not  only  from  his  general  habits  of  inves- 
tigation, but  also  from  the  fact  that  he  added  to  his  vast 
information  in  regard  to  the  institutions,  habits,  and  con- 
dition of  his  own  country  an  unusual  acquaintance  with 
similar  facts  relative  to  France. 

Leaving  Toulouse  Smith  was  accompanied  by  his  pupil  to 
Geneva,  where  they  stayed  two  months  and  returned  to  Paris 
in  December,  1765.  There  they,  remained  for  nearly  twelve 
months,  and  as  he  lived  on  an  intimate  footing  with  the 
best  Parisian  society,  to  which  his  growing  reputation,  his 
friendship  with  Hume,  and  his  connection  with  his  pupil’s 
family  aided  his  introduction.  Smith  had  abundant  means  of 
profiting  by  his  stay  in  France.  Among  other  persons  of 
distinction  he  had  Turgot,  afterwards  Comptroller-General  of 
Finance,  D’Alembert,  Helvetius,  Marmontel,  the  Abb^  Morel- 
let,  the  Duke  of  La  Rochefoucault,  Count  Sarsfield,  Buffon, 
the  Baron  D’Holbach,  Madame  Riccoboni,  Mademoiselle  de 
L’Espinasse,  among  his  acquaintances ; and  some  of  them 
were  for  many  years  known  as  his  particular  friends.  It  is 
also  certain  that  he  was  on  familiar  terms  with  Quesnay,  the 
celebrated  economist,  the  founder  of  the  Physiocratic  ^hool 
and  author  of  the  Economical  Theory.  There  is  no  reason 
to  doubt  that  Smith  derived  considerable  advantage  from  his 
intercourse  with  that  ingenious  thinker  and  his  friends.  In- 
deed he  intended,  but  for  Quesnay’s  jdeath,  to  have  dedicated 
to  him  the  “Wealth  of  Nations.” 

It  has  been  mentioned  as  a noteworthy  circumstance  that 
Hume  and  Smith,  notwithstanding  their  familiar  acquaintance 
with  the  political  and  economic  state  of  France,  did  not  ex- 
press any  anticipation  of  the  convulsion  by  which  the  in- 
stitutions of  that  country  were  to  be  so  soon  shaken  and 
overturned  to  their  foundations.  It  might  seem  as  if  the 
coming  disaster  had  given  such  significant  indications  of  its 
approach,  that  men  who  spent  their  whole  lives  in  political 
investigation  ought  to  have  taken  the  alarm.  But  the  events 
which  escaped  the  foresight  of  these  and  other  eminent 
philosophers  of  that  age,  were  not  we  believe  pointed  out  as 
distinctly  probable  by  any  other  writer  except  Smollett,  who 
in  the  second  volume  of  his  travels  speaks  of  the  menacing 
storm  with  whose  portents  the  political  horizon  was  filled. 
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The  fact  is  that  men  judge  of  the  future  by  their  experience 
of  the  past ; and  it  is  not  strange  if  the  materials  of  the 
g^eat  social  and  political  conflagration  which  had  been 
accumulating  for  ages  without  any  catastrophe,  had  come  to 
be  regarded  as  harmless  or  at  least  as  threatening  no  early 
outbreak  of  trouble.  Moreover  it  has  been  suggested  that 
these  and  other  writers  may  have  foreseen  and  spoken  of  the 
coming  evils  without  their  words  surviving  to  our  times. 

In  October,  1765,  Smith  returned  with  the  Duke  of  Buc- 
cleugh  to  London.  The  former  soon  after  removed  to  the 
old  homestead  at  Kirkcaldy ; where  he  remained  about  ten 
years,  and  occupied  himself  with  his  great  work,  which 
at  length  appeared  at  London  in  two  volumes  quarto.  The 
fourth  edition,  which  was  the  last  published  by  the  author, 
was  in  three  volumes  octavo  in  1786.  Our  author  survived  the 
publication  of  his  work  fifteen  years.  During  this  period  he 
had  the  gratification  of  seeing  it  translated  into  foreign 
languages,  quoted  as  authority  in  the  houses  of  Parliament, 
and  adopted  as  a book  of  instruction  in  the  colleges  and 
universities  of  Europe.  One  of  the  most  interesting  features 
of  this  book  is,  that  notwithstanding  its  errors  and  imper- 
fections, and  the  amazing  development  which  has  been  since 
made  in  the  productive  power  and  material  wealth  of  nations, 
its  usefulness  is  now  as  great  as  ever.  “It  is  not  a book 
for  one  country  or  for  one  age,  but  for  all  countries  and  for 
all  ages.  It  will  ever  remain  a useful  monument  of  sound,  sug- 
gestive and  accurate  thought,  of  vast  learning  and  luminous 
research,  applied  to  the  solution  of  problems  of  the  gravest 
consequence  to  individual  well-being  and  to  national  pro- 
gress.” Much  has  been  said  as  to  the  want  of  originality  in 
the  theories  of  Smith.  It  has  been  alleged  with  truth  that 
some  of  his  opinions  are  as  old  as  Aristotle,  that  others  were 
taught  by  Quesnay  and  the  physiocrats;  while  others  again  were 
familiar  to  the  readers  of  Mun,  Child,  and  other  early  Eng- 
lish economists.  But  these  objections  are  weak  and  frivolous ; 
they  do  not  lessen  the  honors  or  impair  the  claims  of  Adam 
Smith.  We  may  concede  in  its  fullest  force  all  the  merit 
that  is  ascribed  to  the  early  astronomers  without  defrauding 
of  their  more  glorious  and  complete  honors  either  Copernicus, 
or  Kepler,  or  Newton.  Adam  Smith’s  distinction  was  not  so 
much  that  he  made  or  failed  to  make  certain  isolated  dis- 
coveries of  truth.  He  was  the  founder  of  a science.  He 
organized  and  combined  into  one  general  body  of  dependent 
classified  phenomena  a multitude  of  facts,  some  of  which  had 
been  previously  discovered,  while  other  facts  complementary 
to  them  were  unknown,  so  that  the  whole  body  of  economic 
knowledge  had  previously  formed  a crude  and  undigested 
mass  without  connection,  logical  symmetry,  or  mutual  depend- 
ence. What  Smith  attempted  was  to  bring  system  out  of 
confusion,  to  evolve  order  out  of  chaos,  and  to  separate 
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what  was  true  and  sound  in  the  domain  of  political  economy 
from  what  was  fantastic  or  false.  It  is  needless  to  waste 
words  in  further  answer  to  the  charge  of  want  of  originality. 
Adam  Smith  was  no  more  the  discoverer  of  the  great  body 
of  economic  principles  or  facts  than  Newton  was  the  dis- 
coverer of  Kepler’s  laws'  whose  principle  he  was  the  first  to 
explain. 

It  is  however  premature,  even  after  the  lapse  of  a century, 
to  estimate  the  full  merits  of  the  ‘‘Wealth  of  Nations.”  The 
place  of  Adam  Smith  among  the  great  thinkers  of  the  ex- 
traordinary age  in  which  he  lived  has  not  as  yet  been  finally 
settled.  The  following  comparison  of  his  work  with  those  of 
the  three  chief  writers  of  the  seventeenth  and  eighteenth  cen- 
turies, Grotius,  Locke,  and  Montesquieu,  was  written  by  Sir 
James  Mackintosh  in  the  Edinburgh  Review  some  fifty  years 
ago,  and  is  on  the  whole  just,  though  somewhat  pedantic  and 
hypercritical:  “The  Treatise  on  ‘The  Law  of  War  and 
Peace,*  the  ‘Essay  on  the  Human  Understanding,*  the  ‘Spirit 
of  the  Laws*  and  the  ‘Enquiry  into  the  Causes  of  the  Wealth 
of  Nations  * are  the  works  which  have  most  directly  in- 
fluenced the  general  opinion  of  Europe  during  the  last  two 
centuries.  They  are  also  the  most  conspicuous  landmarks  in 
the  progress  of  the  sciences  to  which  they  relate.  It  is  re- 
markable that  the  defects  of  all  these  great  works  are  very 
similar.  The  leading  notions  of  none  of  them  can  in  the 
strictest  sense  be  said  to  be  original,  though  Locke  and 
Smith  in  that  respect  surpass  their  illustrious  rivals.  All  of 
them  employ  great  care  in  ascertaining  those  laws  which  are 
immediately  deduced  from  experience,  or  directly  applicable 
to  practice,  but  apply  metaphysical  and  abstract  principles 
with  considerable  negligence.  None  pursues  the  order  of 
science,  beginning  with  &st  elements,  and  advancing  to  more 
and  more  complicated  conclusions;  though  Locke  is  perhaps 
less  defective  in  method  than  the  rest.  All  admit  digressions 
which,  though  often  intrinsically  excellent,  distract  attention, 
and  break  the  chain  of  thought.  Not  one  of  them  is  happy 
in  the  choice,  or  constant  in  the  use,  of  technical  terms ; and 
in  none  do  we  find  much  of  that  rigorous  precision  which  is 
the  first  beauty  of  philosophical  language.  Grotius  and 
Montesquieu  were  imitators  of  Tacitus, — the  first  with  more 
gravity,  the  second  with  more  vivacity ; but  both  were 
tempted  to  forsake  the  simple  diction  of  science  in  pursuit 
of  the  poignant  brevity  which  that  great  historian  has  carried 
to  a vicious  excess.  Locke  and  Smith  chose  an  easy,  clear, 
and  free,  but  somewhat  loose  and  verbose  style, — more  con- 
cise in  Locke,  more  elegant  in  Smith, — in  both  exempt  from 
pedantry,  but  not  void  of  ambiguity  and  ref>etition.  Perhaps 
all  these  apparent  defects  contributed  in  some  degree  to  the 
S(>ecific  usefulness  of  these  great  works ; and  by  rendering 
their  contents  more  accessible  and  acceptable  to  the  majority 
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of  readers  have  more  completely  blended  their  principles 
with  the  common  opinions  of  mankind.” 

We  shall  attempt  no  extended  analysis  of  Adam  Smith’s 
immortal  treatise;  for  its  principles  are  too  well  known  to 
require  it.  Smith’s  object  was  two-fold.  First,  he  wished  to 
refute  the  physiocrats  who  said  that  the  wealth  of  a nation 
was  not  augmented  by  any  other  sort  of  labor,  except  that 
expended  directly  in  the  cultivation  of  the  earth,  and  that 
all  other  labor  of  every  kind  was  sterile  and  unproductive. 
Secondly,  he  wished  to  refute  the  advocates  of  the  mercantile 
system  who  held  that  gold  and  silver  are  the  true  wealth  of 
a nation ; and  that  all  industrial  and  commercial  activity  im- 
poverish a country  and  drain  it  of  wealth,  if  they  do  not 
cause  the  precious  metals  to  flow  into  the  country  from  other 
nations.  If  the  critics  of  Adam  Smith  had  examined  his 
work  in  view  of  this  two-fold  purpose  which  he  had  in  view, 
they  would  not  have  ventured  to  accuse  him  as  undiscrimi- 
natingly  as  they  have  too  often  done,  of  a want  of  order 
and  logical  connection.  Adam  Smith  had  a controversial  ob» 
ject  which  he  accomplished,  and  his  triumphant  success  is  a 
sufficient  answer  to  the  strictures  in  question.  The  wealth 
possessed  by  any  nation,  says  Smith,  is  augmented  by  means 
of  two  instruments,  labor  and  capital.  In  his  first  two  books 
he  submits  to  a masterly  analysis  each  of  these  instruments. 
He  then  proceeds  in  his  next  book  to  a third  means,  by 
the  use  of  which  a nation  grows  rich,  namely,  the  industrial 
organization  of  labor  and  capital  in  towns  and  cities.  This 
completes  the  preliminary  portion  of  Smith’s  book.  Having 
thus  planted  his  engines  of  logical  warfare  where  he  wants 
them,  our  author  next  proceeds  to  use  them  to  demolish  the 
g^nd  citadel  of  the  mercantile  system.  With  a force  of  dem- 
onstration, from  which  there  is  no  escape,  he  establishes 
the  principle  that  governments  should  not  make  laws  to 
interfere  with  trade,  in  the  hope  of  influencing  the  influx  or 
the  efflux  of  the  precious  metals.  His  chief  arguments  are 
two : First,  that  such  laws  are  Sure  to  be  baffled ; they  always 
fail,  and  do  more  harm  than  good.  Secondly,  that  the  thing 
which  the  laws  cannot  do,  can  be  brought  about  by  other 
means,  and  especially  by  developing  the  labor  and  augment- 
ing the  capital  whose  productive  power  attracts  gold  in  ade- 
quate sums  in  every  country  where  they  flourish.  After  a few 
parting  words  of  refutation,  addressed  to  another  system — 
that  of  Quesnay, — Smith  passes  on  in  his  fifth  and  last 
book  to  the  fiscal  methods  of  government,  and  discusses  the 
principles  of  taxation  and  public  debts.  These  subjects  he 
treats  after  a luminous  method,  which  makes  his  work  as 
valuable  a text-book  in  these  days  of  enormous  taxation  and 
national  debts  as  it  was  in  the  eighteenth  century,  when  the 
fiscal  powers  of  Christendom  seemed  to  have  scarcely  received 
their  first  rudimental  development.  Finally,  we  repeat  that  if 
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Smith  owed  much  of  his  popularity  to  himself  and  to  his 
broad  views  of  facts  and  principles,  he  owed  more  to  the  re- 
ceptive condition  of  the  age  in  which  he  lived.  The  world 
was  stirred  with  a vague  longing  to  shake  off  the  old  feudal 
shackles,  by  which  strong  governments,  in  warlike  emergen- 
cies and  under  various  pretexts,  had  fettered  the  industrial 
as  well  as  the  political  energies  of  the  human  race.  Com- 
merce, like  a young  giant,  fretted  under  the  galling  weight 
and  intolerable  pressure  of  the  old  rules  and  maxims  of  re- 
pressive legislation.  Adam  Smith  put  this  vague  desire,  un- 
rest and  aspiration  into  words,  and  supported  them  with  the 
incisive  force  of  a log^c  in  which  there  was  the  promise  and 
the  power  of  an  assured  victory.  No  book  on  political  econ- 
omy ever  was,  or  perhaps  ever  will  be,  received  with  so  uni- 
versal a paean  throughout  Europe,  for  the  simple  reason  that 
no  other  book  on  the  same  subject  can  ever  meet  such  a uni- 
versal aspiration,  or  put  into  victorious  words  so  stern  and 
unappeasable  a want.  Much,  however,  as  Adam  Smith  ac- 
complished, he  has  left  more  for  future  economists  to  do,  and 
for  the  most  part  that  unfinished  work  has  scarcely  as  yet 
been  begun. 


MR.  COWDIN  ON  THE  CURRENCY. 

Mr.  Elliot  C.  Cowdin,  of  New  York,  delivered  at  Cincin- 
nati, on  the  1 2th  June,  a timely  and  instructive  address  on 
the  reform  of  our  system  of  currency  and  finance.  The  pur- 
pose of  the  lecture  was  to  present  a historical  sketch  of  the 
financial  situation  with  a view  to  a practical  remedy.  In  his 
introductory  remarks,  Mr.  Cowdin  described  the  expedients 
for  supplying  the  want  of  money  in  the  early  history  of  the 
American  people.  After  explaining  the  causes  of  the  depre- 
ciation of  the  first  paper  money  issued  by  the  colonies  and 
subsequently  of  the  Continental  currency,  he  referred  to  the 
banking  plans  of  Robert  Morris,  the  financial  policy  of  Alex- 
ander Hamilton,  the  organization  of  the  United  States  Bank, 
the  suspension  of  specie  payments  in  1814,  the  establishment 
and  fall  of  the  second  United  States  Bank,  the  panics  of  1819, 
1837,  and  1857,  the  financial  measures  of  the  war  and  the 
paper  money  inflation  which  followed.  After  this  preliminary 
sketch,  Mr.  Cowdin  proceeded  to  show  how  the  existing  evils 
might  be  remedied.  His  theory  is  both  conservative  and 
simple.  “ It  requires,”  said  he,  “ no  logic  to  prove  that  the 
colossal  financial  transactions  of  our  late  war  have  left  a tre- 
mendous burden  upon  business  of  every  kind.  So  far  as 
the  Government  and  its  liabilities  are  involved,  and  so  far 
as  the  actual  weight  upon  the  people  is  concerned,  the  situa- 
tion remains  much  the  same  as  when  the  war  closed.  We 
feel  the  pressure  as  wearily  at  this  hour  as  at  any  previous 
period.  And  the  question  now  arises,  What  is  to  be  done 
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for  our  relief  ? My  answer  shall  be  brief.  The  people  must 
rely  mainly  on  themselves,  adhere  strictly  to  their  legitimate 
avocations,  live  within  their  means,  cease  croaking,  and  be  of 
good  cheer.  Notwithstanding  the  debilitating  drain  of  the 
war,  the  wealth  of  the  nation  is  constantly  increasing.  Never 
were  its  developed  resources  so  great  as  now,  while  those 
undeveloped  are  of  incalculable  value.  It  is  to  these  and  to 
the  inherent  energies  of  the  American  people  to  bring  them 
forth  and  utilize  them,  that  we  should  look  for  deliverance 
from  present  embarrassments  and  for  future  prosperity.  At 
the  same  time  our  national.  State,  and  city  governments 
must  curtail  their  disbursements.  We  must  be  prudent  in  our 
credits.  We  must  stop  investing  in  speculative  schemes,  We 
must  cease  operation  in  lands  for  the  mere  purpose  of  laying 
out  paper  cities.  We  must  stop  constructing  railways  through 
regions  where  there  are  no  passengers  and  no  freights.  We 
must  not  run  into  debt,  and  thus  mortgage  the  uncertain 
eamingfs  of  the  future  to  meet  the  improvident  outlays  of 
the  present.  By  such  processes  we  can  restore  confidence, 
revive  business,  and  powerfully  aid  in  a speedy  return  to  a 
sound  currency.** 

Turning  to  the  practical  question  of  resumption,  Mr.  Cow- 
din  refers  as  follows  to  the  experience  of  other  nations.  “ It 
is  now  fourteen  years  since  the  suspension  of  specie  pay- 
ments. This  is  by  far  the  longest  period  of  suspension  the 
nation  has  ever  experienced.  The  fact  that  Great  Britain  re- 
mained under  suspension  from  1797  to  1821,  affords  no  excuse 
for  us.  Although  struggling  for  existence  against  armed 
Europe,  after  the  actual  close  of  the  long  war  to  put  down 
Napoleon,  England  continued  in  susp>ension  only  six  years, 
while  it  is  now  eleven  years  since  our  great  war  terminated. 
The  Bank  of  England  voluntarily  resumed  sp>ecie  payments 
in  1821,  instead  of  waiting  until  1823,  the  time  fixed  upon  by 
law,  and  resumption  had  no  serious  effect  upon  the  market 
beyond  temporarily  checking  speculations.  Look  at  France 
in  our  own  day.  It  is  scarcely  five  years  since  the  close  of 
the  terribly  destructive  Franco-German  war,  yet  we  find  that 
besides  paying  off  her  5,000,000,000  francs  of  indemnity,  she 
has  reduced  the  amount  of  her  paper  money  750,000,000 
francs.  And,  although  1878  is  the  time  fixed  upon  for  legal 
resumption,  paper  money  in  France  is  now  actually  at  par. 
How  striking  the  contrast  between  the  financial  policy  of 
France  thus  exemplified,  even  in  the  hour  of  defeat  and  hu- 
miliation, with  that  of  America  in  the  fullness  of  victory  and 
exultation.  The  lesson  taught  by  the  facts  I have  cited,  is, 
that  a renewal  of  confidence  and  a revival  of  business  lead  to 
resumption  naturally,  and  that  resumption  does  not  operate 
so  much  as  a cause  of  prosperity  as  an  effect  that  follows  it. 
It  also  shows  that  when  paper  money  was  at  par  nobody 
wanted  coin  except  in  special  cases,  preferring  paper  as  more 
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convenient,  for  the  purpose  of  a circulating  medium  ; but,  as 
Franklin  expressed  it,  it  is  “ paper  money  well  founded 
that  has  these  advantages.  With  prudence  and  confidence  we 
may  reasonably  hope  to  reach  resumption  on  the  day  named 
in  the  act  of  Congress.  To  prepare  for  this  we  must,  in  the 
meantime,  submit  to  a careful  but  gradual  reduction  of  the 
volume  of  the  currency.  Prior  to  the  outbreak  of  the  rebel- 
lion the  maximum  of  paper  money  ever  in  circulation  in  this 
country,  was  $215,000,000.  The  outstanding  paper  currency 
at  the  present  time  is  about  $ 730,000,000 ; it  is  evident,  there- 
fore, that  the  first  step  toward  a return  to  specie  payments 
should  be,  in  some  form,  a contraction  of  this  war  legacy  of 
an  inflated  currency.  This  done,  the  whole  country  will  then 
recognize  the  wisdom  of  repealing  the  Legal-Tender  Act, 
and  the  gradual  redemption  of  the  legal- tender  notes. 

“The  United  States  now  owe  some  $380,000,000  of  these 
notes,  or  gne-sixth  of  the  entire  indebtedness,  long  since  past 
due.  Now,  gentlemen,  I ask  you  this  plain  question  : What 
would  be  thought  of  a business  house  owing  a large  amount 
of  borrowed  money,  or  bills  past  due,  in  addition  to  notes  on 
time,  if  it  were  to  apply  all  its  available  receipts  to  buying 
up  its  unmatured  long  notes,  leaving  the  demand  claims  un- 
settled, and  ignoring  the  interest  on  them  ? The  payment  of 
unmatured  notes  and  debts,  while  no  efforts  were  made  to 
pay  borrowed  money  and  past  due  debts,  would  be  a flagrant 
act  of  injustice  which  no  court  in  a civilized  country  would 
tolerate  between  individuals,  and  under  our  laws  would  sub- 
ject a firm  to  be  adjudged  fraudulent  bankrupts.  Yet  for 
more  than  ten  years  such  has  been  our  national  policy,  to 
the  serious  detriment  of  our  industrial  interests,  and  to  the 
debasement  of  public  morals.  The  history  of  America,  from 
its  earliest  settlement  till  now,  is  full  of  lessons  for  our 
future  guidance.  In  this,  the  Centennial  year  of  the  Repub- 
lic, let  us  not  place  our  reliance  on  fluctuating,  irredeem- 
able paper  money  analogous  to  that  of  our  Revolutionary 
fathers,  which  but  for  the  pecuniary  aid  of  our  generous 
French  allies  might  have  ruined  the  cause  of  Independence. 
But  let  us  rather  trust  to  intelligence,  frugality,  and  prudence 
in  the  management  of  our  private  business  ; to  retrenchment, 
wisdom,  and  integrity  in  public  affairs  ; to  the  development 
of  the  resources  of  the  nation  ; to  confidence  in  one  another, 
and  to  a sound  honest  currency,  convertible  into  coin  at  the 
will  of  the  holder,  for  speedily  restoring  the  general  prosper- 
ity of  the  country.  That  prosperity  is  identical  with  the  esti- 
mate formed  of  the  honor  of  the  nation.*'  These  suggestive 
arguments  cannot  be  too  often  or  too  anxiously  pondered  by 
the  banking  community,  and  they  receive  a new  force  from 
the  peculiar  responsibilities  and  perils  which  at  present 
threaten  our  financial  system,  and  which  special  care  and 
prudence  on  the  part  of  our  banks  can  do  so  much  to  avert. 
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The  purpose  of  the  Coinage  Act  of  1873  was  correctly  ex- 
pressed in  its  title,  which  is  ‘‘An  Act  revising  and  amending 
the  laws  relative  to  the  Mints,  Assay  Offices,  and  the  Coinage 
of  the  United  States.”  At  the  time  of  its  passage  the  price 
of  standard  silver  was  $1.18  per  ounce;  its  present  price  is 
somewhat  less  than  $1.02  per  ounce;  and  this  decline  of 
more  than  sixteen  cents  has  rendered  it  practicable  to  substi- 
tute subsidiary  silver  coin  for  the  fractional  paper  currency  in 
circulation  without  loss  to  the  Government.  The  acts  of  Jan. 

and  April  17,  1876,  authorized  the  Secretary  of  the 
Treasury  to  make  the  substitution,  which  is  now  in  progress. 

Various  bills  have  been  introduced  in  the  present  Congress 
proposing  a still  further  increase  in  the  coinage  of  silver,  and 
in  the  amount  for  which  it  shall  be  a legal  tender ; and  the 
recent  elaborate  speech  of  Senator  Jones  upon  the  sihrer 
question  contains  much  valuable  information,  accompanied 
by  many  statistical  tables ; but  its  statements  in  reference  to 
the  passage  of  the  Coinage  Act  of  1873  are  too  unjust  to  be 
allowed  to  pass  unnoticed. 

The  first  paragraph  of  the  speech  is  as  follows : 

The  act  of  February  12,  187J,  now  incorporated  in  title  37  of  the  Revised 
Statutes,  an  act  which,  under  the  rase  of  regulating  the  mints  of  the  United 
States,  practically  abolished  one  of  die  precious  metals,  was  a grave  wrong;  a 
wrong  committed  no  doubt  unwittingly,  yet  no  less  certainly,  in  the  interest  of 
a few  plutocrats  iii  England  and  in  Germany,  and  as  certainly  in  the  interest  of 
the  entire  pagan  and  l^barian  world ; a wrong  upon  the  people  of  the  United 
States  and  of  the  whole  civilized  globe  ; a wrong  upon  industry,  upon  the 
natural  tendency  of  wealth  toward  equalization,  upon  the  liberties  of  peoples 
which  are  bom  out  of  the  effects  of  such  equalimtion  of  wealth,  upon  every  as- 
piration of  man  which  depends  for  its  realization  upon  .the  development  of 
those  liberties. 

The  act  alluded  to  practically  abolished  one  of  the  precious  metals  as 
money,  the  one  chiefly  produced  in  this  country,  the  one  chiefly  consumed  in 
the  semi-dvilized  countries  of  Asia,  and  the  one  which,  at  the  date  of  its  aboli- 
tion and  under  the  time-honored  laws  that  previously  prevailed,  was  becoming, 
as  it  has  since  become,  the  more  available  metal  of  the  two  in  which  to  tran- 
sact exchanges  and  liquidate  debt. 

On  page  47  of  the  same  speech,  in  referring  to  the  Coinage 
Act  of  1873,  he  says: 

And  the  impartial  observer  at  the  present  time  flnds  it  difficult  to  account 
for  the  introduction  of  such  a bill  when  specie  payments  were  suspended  and 
unprovided  for,  unless  upon  some  such  ground  as  Mr.  Potter  suggested,  to  wit, 
eiuier  the  interest  of  the  owners  of  nickel  mines  at  home  or  that  of  creditors 
at  home  or  abroad. 

The  inference  from  these  and  similar  references  to  the 
Coinage  Act  of  1873,  is  that  it  became  a law  without  that 
careful  consideration  which  is  due  to  an  Act  that  not  only 
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revised  and  materially  remodeled  all  existing  laws  upon  the 
mint  and  coinage  of  the  United  States,  but  which  also  in- 
stituted many  important  changes  and  reforms. 

The  Senator,  apparently  forgetting  that  in  his  speech  he, 
himself,  is  proposing  legislation  in  reference  to  the  coinage 
during  the  suspension  of  specie  payments,  finds  .it  difficult  to 
account  for  the  introduction  by  others  of  a bill  upon  the 
same  subject  during  such  suspension,  except  upon  the  sup- 
position that  the  bill  was  proposed  “in  the  interest  of  the 
owners  of  mines  at  home,  or  of  creditors  at  home  or  abroad.**' 
Had  he  referred  to  the  finance  report,  he  would  have  found 
that  the  amount  of  coinage  executed  at  the  mints  during  the 
sus(>ension  of  specie  payments,  1861-1875,  was  $500,524,979; 
which  is  a much  greater  amount  than  was  coined  during  the 
fifteen  years  next  previous  thereto,  and  is  many  times  greater 
than  the  amount  of  coinage  for  any  other  fifteen  years  in 
the  history  of  the  Government.  This  will  be  seen  from  the 
following  table : 

Value  of  Gold,  Silver,  and  Minor  Coins 

issued  since  the  organization  of  the  U.  S.  Mint«  from  1792  to  1799,  and  in  each 
decade  from  1800  to  1875. 

Periods,  Geld  Coins,  Silver  Coins,  Minor  Corns,  Total, 

1792-1799  . $696,530  00  . $1,216,158  75  . $50,111  42  . $1,962,800  17 

1800-1809  . 3,067,067  50*,  3,154,687  75  . 164,865  79  . 6,386,621  04 

1810-1819  . 2,34^915  00  . 6,107,903  75  . 162,743  07  . 8,619,561  82. 

1820-1829  . 2,579,017  50  . 14,78;»3*7  65  . 178,37a  70  . *7»544,7U  «5 

1830-1839  . 17,724,290  00  • 28,078,654  00  . 354,810  21  . 46,137,754  21 

1840-1849  . 58,933*381  50  • 22,228,733  00  , 360,840  33  . 81,522,954  83 

1850-1859  .345*773*348  00  . 45*678,363  00  . 952,080  03  . 392,403,791  oj 

1860- 1869  .286,597,709  00  . 14,191,268  40  . 8,203,790  00  , 308,992,767  40 

1870-1875  .183,182,275  00  . 25,752,7^  60  ^154,575^  . 211,089,607  60 

Totals..  $900,902,533  50  $161,195,853  90  $12,562,188  55  $1,074,660,575  95 

1846-1860  $399*257.660  50  .$57*541*3*3  00  .$1,505,267  03  . $458,302,240  53 

1861- 1875  .453.334*508  00  . 37,174,106  00  . 10,016,365  00  . 500,524,979  00 

The  Senator  is  equally  at  fault  in  supposing  that  the  Coin- 
age Act  of  1873  was  prepared  without  giving  to  it  the  fullest 
consideration.  Indeed,  it  may  be  said  that  no  Act  which 
ever  passed  Congress  had  received  more  care  in  its  prepara- 
tion, or  had  been  submitted  to  the  criticism  of  so  great  a 
number  of  practical  and  scientific  experts.  In  a special  re- 
port made  by  the  present  Comptroller  of  the  Currency  (pub- 
lished in  the  Finance  Report  for  the  year  1866),  upon  the  con- 
dition of  the  branch  mint  of  the  United  States  at  San  Fran- 
cisco, and  in  which  various  amendments  to  the  mint  and  coin- 
age laws  are  suggested,  the  following  paragraph  occurs:  (p. 
267) 

The  law  relating  to  the  mint  was  passed  in  1837,  nearly  thirty  years  ago, 
when  the  annmd  coinage  averaged  only  three  millions  of  dollars.  It  is  po<my 
adapted  to  the  present  business  of  the  mint,  now  avenimng  forty-six  millions 
of  dollars  annuaUy.  If  a commission  could  be  appointed  of  persons  familiar 
with  this  subject  to  revise  all  the  laws  relative  to  the  mint  and  its  branches.. 
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after,  haying  examined  the  laws  and  institutions  of  other  countries,  the  benefit 
of  such  l^slation  would  be  seen  at  once  in  the  increased  efficiency  and  receipts, 
of  our  own  institutions. 

The  Secretary  of  the  Treasury,  in  his  report  for  1869,  again 
called  attention  to  this  subject.  The  work  of  the  revision  of 
the  coinage  laws  had  already  been  placed  in  the  hands  of 
Mr.  Knox,  then  Deputy-Comptroller  of  the  Currency,  who  at 
that  time  had  charge  of  the  mint  and  coinage  correspond- 
ence of  the  Department;  and  on  April  25,  1870,  his  report 
was  transmitted  to  the  Hon.  John  Sherman,  Chairman  of  the 
Finance  Committee  of  the  Senate,  together  with  “a  bill  re- 
vising the  laws  relative  to  the  mint,  assay  offices,  and  coin- 
age of  the  United  States,”  and  also  tables  of  coinage,  ex- 
isting and  proposed,  and  the  English  Coinage  Act  of  1870. 
This  report  states  that: 

The  method  adopted  in  the  preparation  of  the  bill  was,  first,  to  arran^  in  as 
concise  a form  as  pc^ible  the  laws  now  in  existence  upon  these  subjects,  \nth  such 
additional  sections  and  suggestions  as  seemed  valuable.  Having  accomplished 
this,  the  bill  as  thus  prepared  was  printed  upon  paper  with  wide  margin, 
and  in  this  form  transmitt^  to  the  Afferent  mints  and  assay  offices,  to  the 
First  Comptroller,  tVe  Treasurer,  the  Solicitor,  the  First  Auditor,  and  to  such 
other  gentlemen  as  are  known  to  be  intelligent  upon  metalluimc^  and  numis- 
matkal  subjects,  with  the  request  that  the  printed  bill  should  be  returned  with 
snch  notes  and  siwestions  as  ei^rience  and  education  should  dictate.  In  this 
way  the  views  ot  more  than  thirty  gentlemen  who  are  conversant  with  the 
manipulation  of  metals,  the  manufacture  of  coinage,  the  execution  of  the  present 
laws  relative  thereto,  the  method  of  keeping  accounts,  and  of  making  returns 
to  the  department,  ^ve  been  obtained  with  but  little  expense  to  the  depart- 
ment, and  little  iuconvenience  to  correspondents.  Having  received  these  sug- 
gestions^ the  present  bill  has  been  firame^  and  is  believed  to  comprise  withm 
the  compass  of  eight  or  ten  pa^es  of  the  revised  statutes  every  important  pro- 
vision contained  in  more  than  sixty  different  enactments  upon  the  mint,  assay 
offices,  and  coii^e  of  the  United  States,  which  are  the  result  of  nearly  eighty 
years  of  legislation  upon  these  subjects. 

How  well  this  duty  was  performed  is  familiar  to  the  read- 
ers of  the  Banker's  Magazine;  for  the  report  (Misc.  Doc. 
No.  132,  Forty-first  Congress,  Second  Session)  was  published 
in  full  in  its  July  number  for  1870.  Subsequently,  in  answer 
to  a resolution  of  the  House  of  Representatives  of  June  4, 
1870,  directing  that  copies  should  be  furnished  ‘‘of  all  corre- 
spondence between  the  Department  and  officers  of  the  differ- 
ent mints  and  assay  offices,  and  other  persons,  touching  a 
bill  and  report  submitted  April  25,  1870,  by  the  Secretary  of 
the  Treasury  to  the  Finance  Committee  of  the  Senate,  to  re- 
vise the  law  relative  to  mints,  assay  offices,  and  coinage  of 
the  United  States,”  a letter  of  the  Deputy-Comptroller  (Ex. 
Doc.  No.  307,  Forty-first  Congress,  Second  Session  ) was  trans- 
mitted to  Congress,  together  with  his  correspondence  with 
various  gentlemen  whose  opinions  had  been  obtained  during 
the  preparation  of  the  bill. 

The  letter  and  accompanying  documents  formed  a pam- 
phlet of  ninety-six  pages,  and  numerous  extracts  therefrom 
appeared  in  the  Banker’s  Magazine  for  February,  1871. 
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The  correspondence  mentioned  included  letters  from  two 
former  Assistant-Secretaries  of  the  Treasury.  One  of  these, 
who  was  Assistant-Secretary  during  the  entire  administration 
of  Mr.  Chase,  says; 

There  is  no  branch  of  the  Treasury  Department  that  has  been  so  neglected 
as  that  of  which  your  remrt  treats,  and  none  that  so  seriously  requires  revi- 
sion ; it  was  a want  well  Known  during  the  rebellion,  but  one  that  could  not 
be  attended  to  during  that  time.  There  is,  in  fact,  no  system  as  such,  and  no 
proper  responsibility.  Efforts  have  heretofore  been  made  to  effect  reform ; but 
they  have  been  partial  and  unsatisfactoiy. 

The  obstacles  to  satisfactory  legislation  have  been  two-fold  : First,  that  every 
attempt  at  investi^tion  has  been  partial  and  superficial,  manifest  upon  its  face, 
and  consequently  has  failed  to  convince  Congress  of  any  real  necessity  for  re- 
medial legislation;  secondly,  the  animus  of  such  investigation  has  not  unfre- 
quently  been  to  ingraft  upon  the  system  some  idiosyncrasy  of  the  author,  which, 
not  being  responsive  to  the  needs  of  the  service,  received  no  support  from  the 
intelligent  expert ; and  hence  failure. 

Your  report  I am  glad  to  see,  treats  the  subject  in  the  broadest  and  most 
comprehensive  manner,  and  your  desire  to  improve  the  system  is  demonstrated 
by  your  calling  to  your  aid  those  most  familiar  with  its  defects  and  most  com- 
petent to  suggest  the  proper  remedy.  Patterson,  Peale  & Snowden  I person- 
ally know  are  practically  as  well  as  theoretically  familiar  with  the  whole 
subject  A cursory  examination  of  the  bill  is  sufficient  tO|p>mmend  it  to  any 
one  at  all  conversant  with  mint  affairs ; its  careful  perusal  demonstrates  unmis- 
takably the  care  and  research  with  which  the  bill  has  been  framed,  and  which, 
if  enacted  into  law,  will  give  to  our  mint  establishment  that  unity  so  necessary 
to  its  advantageous  and  economical  administration,  and  place  it  upon  a par  with 
those  of  the  most  advanced  nations.  1 speak,  as  you  are  aware,  from  official 
knowledge  of  the  disjointed  condition  of  this  most  important  branch  of  our 
service,  to  which  I have  given  no  little  thought,  and  I can  not  refrain  from  ex- 
pressing to  you  the  pleasure  urith  which  1 perused  your  intelligent  report  and 
the  provisions  of  the  bill  intended  to  give  your  views  effect. 

And  his  immediate  successor  thus  refers  to  the  subject; 

I am  much  pleased  with  your  report  as  a compendious  statement  of  useful 
information  connected  with  the  coinage  system.  Tne  table  on  page  twenty-six, 
showing  the  weight,  fineness,  and  tolerance  of  all  the  United  States  coins,  to- 
gether with  the  amount  in  which  such  coins  are  l^al  tender,  is  especially  val- 
uable. 1 believe  the  very  best  results  will  follow  from  your  ^rk. 

The  necessity  for  a revision  of  the  mint  laws  has  been  apparent  to  every 
one  connected  of  late  years  with  the  Treasury  Department.  The  work  has 
been  admirably  perform^  by  you.  You  have  happily  secured  and  availed  your- 
self of  the  suggestions  of  others,  while  impressing  upon  the  codification  that 
unity  and  completeness  which  can  only  result  from  the  operations  of  one 
thoroughly-informed  mind.  If  the  law  is  enacted  it  will  result  most  beneficially. 

Dr.  M.  F.  Bonzano,  who  had  been  for  many  years  an  officer 
of  the  mint  in  Philadelphia  and  of  the  branch  mint  in  New 
Orleans,  also  says; 

The  thanks  of  every  one  capable  of  appreciatii^  the  importance  of  the 
subject  of  your  report  will  certainly  be  your  reward  for  the  minute,  thorough, 
and  exhaustive  examination  you  have  given  to  this  important  matter,  and  the 
direct  and  fair  manner  in  which  you  have  dealt  with  the  deficiencies  of  the  old 
laws,  which  experience  has  shown  were  no  longer  adequate  to  maintain  the 
mint  establishment  of  the  United  States  at  the  same  high  standard  of  excdlence 
as  in  some  other  countries,  and  of  sufficiently  protecting  the  interests  of  the  gov- 
ernment. 

Robert  Patterson,  of  Philadelphia,  says; 

I have  read  your  report  in  the  North  American  of  to-day,  and  can  not  help 
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dropping  a line  to  express  the  satisfaction  it  gives  me.  All  the  points  of 
reform  appear  to  have  been  reached.  Please  send  me  a copy  of  the  bill,  also 
of  your  report,  when  officially  printed. 

The  department  and  the  country  will  owe  you  thanks  for  the  intelligent  and 
laborious  attention  you  have  given  to  this  business,  and  if  the  bill  should  pass, 
I trust  you  will  find  your  reward  in  the  mtitude  of  all  who  have  an  interest 
in  the  effective  working  of  our  mint  estamishments. 

R.  W.  Raymond,  Commissioner  of  Mining  Statistics,  says : 

I r^ard  the  report  as  a very  thorough  and  well  considered  paper,  and  I 
hop>e  its  recommendations  will  not  fail  to  have  the  attention  at  the  hands  of 
Congress  which  they  deserve. 

And  the  venerable  Dr.  John  Torrey,  of  New  York,  an  emi- 
nent scientist,  says: 

As  a whole,  the  bill  seems  to  include  every  important  provision  contained 
in  the  existing  laws  upon  these  subjects ; and,  although  I might  prefer  to  have 
a few  sections  modifi^  I give  my  full  consent. 

Letters,  reviewing  the  bill,  are  also  given  from  Messrs. 
Snowden,  Pollock,  and  Linderman,  ex-Directors  of  the  Mint; 
the  latter  gentleman  having  been  associated  with  the  framer 
of  the  bill  in  its  final  preparation,  and  subsequently  re- 
appointed the  chief  officer  of  the  mint  service  under  the  pro- 
visions of  the  act. 

The  same  pamphlet  also  contains  a letter  from  Mr.  E.  B. 
Elliott,  giving  a more  complete  history  of  the  silver  dollar 
than  has  appeared  elsewhere,  and  which  is  of  special  interest 
at  the  present  time;  he  says: 

The  bill  proposes  the  discontinuance  of  the  silver  dollar,  and  the  report 
which  accompanies  the  bill  suggests  the  substitution,  for  the  existing  standard 
silver  dollar,  of  a trade  coin  of  Intrinsic  value  equivalent  to  the  Meiacan  silver 
piaster  or  dollar.  If  the  existing  standard  silver  dollar  is  to  be  discontinued, 
and  a trade-coin  of  different  weight  substituted,  I would  suggest  the  desirable- 
ness of  conforming  to  the  Spanish-Mexican  silver  pillared  piaster  of  1704,  in 
preference  to  that  authorized  by  the  Spanish  law  of  29th  May,  1772,  or  by  the 
Mexican  law  of  27th  Noveml^r,  1807.  The  first-mention^  of  these  coins, 
that  of  1704,  contained,  as  nsariy  as  may  be,  according  to  English  assays,  a 
weight  of  pure  silver  equivalent  to  25  grams.  The  last  mentioned  that  of 
1867,  and  which  is  inten^d  to  be  equivalent  to  that  of  1772,  contains  of  pure 
silver  24.441  grams.  The  existing  silver  dollar  of  the  United  States  contains 
24.056  grams  (L  e.,  371^  troy  grains)  of  pure  silver. 

In  the  yeai  1704,  by  proclamation  of  Queen  Anne,  based  on  assays  at  the 
English  mmt,  the  Spanish  and  Mexican  pieces  of  eight  (or  dollars)  were  de- 
clared to  be  each  of  the  value  of  four  shillings  and  six  pence  sterling.  At  this 
time,  and  until  the  year  1816,  sixty-two  shillings  could  be  coined  from  a troy 
pound  of  standard  silver,  HA  6ne  ; consequently,  the  dollar  of  4s.  6<L  sterling 
was  equivalent  in  value  to  386.71  troy  grains,  or  25.059  grams  of  pure  silver. 
Of  these  dollars,  there  would,  of  course,  be  four  and  four-ninths  m a pound 
sterling  ( silver  standard ).  The  sterlU^  par  of  exchange,  from  that  time  to  the 
present  day,  has  been  one  pound  sterling,  equal  to  four  dollars  and  four-ninths 
of  a dollar,  although  silver  has  ceased  to  be  a standard  in  Great  Britain,  and 
has  practically  cea^  to  be  a standard  in  the  United  States,  gold  taking  its 
place.  This  dollar,  divided  into  six  shillings,  became  thenceforth  the  standard 
of  lawful  money  in  the  American  colonies  of  Great  Britain. 

By  act  of  the  Congress  of  the  Confederation!  passed  8th  August,  1786,  and 
by  the  ordinance  of  16th  October,  1786,  a silver  dollar  was  established  as  a 
unit  of  account,  although  not  coined  containing  of  pure  silver  375.64  troy 
grains  (or  24338  grams),  the  metal  being  of  deven-twelfths  fineness.  This 
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unit  diflFered — as  has  been  clearly  pointed  out  by  John  Quincy  Adams  in  his 
able  report  as  Secretary  of  State  in  1821,  on  **  weights  and  measures  — from 
the  true  dollar  of  1704,  as  defined  by  the  proclamanon  of  Queen  Anne,  by  a 
deduction  of  two  per  cent,  for  estimated  wastage  in  coining,  and  by  assuming 
the  fineness  of  the  metal  to  be  eleven-twelfths,  whereas  the  fineness  of 
standard  British  silver  was  then,  as  now, 

The  law  of  2d  April,  1792,  of  the  new  Congress,  which  established  the  mint 
of  the  United  States,  also  fixed  the  contents  of  pure  silver  in  the  standard 
silver  dollar  at  371  i grains  (or  24.056  grams),  a reduction  of  four  per  cent, 
from  the  stands^  established  by  procla^tion  in  1704,  and  a reduction  of  if 
per  cent,  from  the  dollar  prescribe  in  1786  by  the  Congress  of  the  Confedera- 
tion. This  dollar  (unlike  the  preceding)  is  not  based  on  the  Spanish- Mexican 
dollar  of  1704,  but  on  the  later  Spanish -Mexican  dollar  of  1772;  from  which  it 
was  derived  by  weighing  a large  number  of  such  coins  as  were  found  in  actual 
circulation,  and  which  had  been  reduced,  by  abrasion,  to  a weight  nearly  1.6 
p<^  cent,  below  the  standard  at  which  th^  were  issued  firom  the  Mexican 
mint.  The  weight  of  pure  silver  in  the  dollar  has  continued  unchanged  from 
that  time  to  the  present,  although  the  standard  weight  of  the  coin  itself,  re- 
duced by  a withdrawal  of  grains  of  alloy,  has  been  somewhat  diminished. 
It  appears,  therefore,  that  the  existing  silver  dollar,  althdugh  professedly 
based  on  the  Spanish  or  Mexican  silver  dollar,  does  not  fairly  represent  any 
coin  ever  issued  from  those  mints;  that  it  is  merely  a representative  of  the  ave- 
rage of  abraded  Spanish- Mexican  coins. 

The  coins  most  in  demand  for  Oriental  commerce  were  for  many  years  the 
pillared  Spanish- Mexican  piasters;  and  such  was  their  popularity  that  they  con- 
tinued to  be  preferred  lo^  after  their  intrinsic  value  had  been  considerably  re- 
duced by  wear  in  use.  The  restoration,  as  a trade  coin,  of  a silver  dollar,  ap- 
proximating to  the  old  standard,  to  wit:  one  containing  25  grams  of  pure  silver, 
is  a subject  which  would  seem  to  demand  favorable  consideration. 

It  may  be  well  here  to  call  attention  to  the  fact,  that  the  French  silver  com 
of  five  francs  contains,  of  standard  gold,  nine-tenths  fine,  just  25  grams,  which 
also  is  the  we^ht  proposed  for  two  half-dollars  of  the  token  or  subsidiary  coin- 
age of  the  United  States,  in  case  that  a metric  coinage  is  adopted.  (See  Ta- 
ble III,  pa^es  30  and  31,  Appendix  to  Report  on  the  Mint  and  Coinage  Bill.) 
The  intxinsic  value  of  the  proposed  subsidiary  coinage  would  therefore  be  less 
by  just  one-tenth  than  that  of  the  commercial  silver  coin  here  proposed. 

The  Secretary,  in  his  report  for  1870,  called  special  atten- 
tion to  the  bill ; and  it  was  reported  from  the  Finance  Com- 
mittee of  the  Senate  on  December  19,  1870,  passed  that 
body  on  January  10,  1871,  but  was  not  considered  in  the 
House.  In  the  report  of  the  Secretary  for  a subsequent 
year  the  passage  of  the  bill  was  again  urged ; and  on  Feb- 
ruary 12,  1873,  the  original  bill,  as  prepared  at  the  Treasury, 
and  with  but  slight  changes,  was  formally  approved  and 
became  a law — the  Comptroller  of  the  Currency,  no  doubt 
out  of  compliment  to  his  services  in  the  preparation  of  the 
bill,  having  been  made  by  its  provisions  an  ex-officio  Commis- 
sioner of  Assay  to  the  mint. 

It  is  thus  seen  that  more  than  a year’s  time  was  given  to 
the  careful  consideration  and  preparation  of  the  bill;  that  it 
was  submitted  to  the  criticism  and  received  the  approval  of 
many  practical  and  scientific  experts  throughout  the  country ; 
and  that,  finally,  after  having  been  in  the  possession  of  the 
appropriate  Committees  of  the  Senate  and  Mouse  of  Repre- 
sentatives for  nearly  three  years,  it  became  a law.  It  is 
certain  that  the  bill  was  prepared  with  unusual  care,  and  it  is 
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equally  certain  that  its  purpose  was  simply  to  furnish  a ju- 
dicious code  of  mint  and  coinage  laws;  ana  that  the  interests 
of  neither  debtors  nor  creditors,  nor  of  the  owners  of  nickel 
or  gold  or  silver  mines,  were  considered  in  its  preparation. 

It  may  be  fairly  inferred  that  the  sweeping  criticisms  of 
the  Honorable  Senator  were  inspired  not  so  much  by  any 
thorough  examination  of  the  act  itself,  as  by  the  fact  that 
the  silver  dollar  which  was  authorized  by  the  act  of  April 
2,  1792,  was  excluded  from  the  coins  authorized  by  the  Coin- 
age Act  of  1873.  It  is  true  that  the  dollar  piece  referred  to 
was  omitted  from  the  provisions  of  the  Act,  and  the  reasons 
for  such  omission  are  given  in  the  report  as  follows: 

The  coinage  of  the  silver  dollar  piece,  the  history  of  which  is  here  given,  is 
discontinued  in  the  proposed  bill.  It  is  ^ law  the  dollar  unit;  and  assuming  the 
value  of  gold  to  be  fifteen  and  one-half  times  that  of  silver,  that  being  about 
the  mean  ratio  for  the  past  six  years,  it  is  worth  in  gold  a premium  of  about 
three  per  cent  (its  value  being  $i  03.12),  and,  intrinsically,  more  than  seven 
per  cent  premium  in  our  other  silver  coins,  its  value  thus  being  ||t  1 07.42. 
The  present  laws,  consequently,  authorize  both  a gold  dollar  unit  and  a silver 
dollar  unit,  differing  from  each  other  in  intrinsic  value.  The  present  gold  dol- 
lar piece  is  made  the  dollar  unit  in  the  proposed  bill,  and  the  silver  dollar 
piece  is  discontinued.  If,  however,  such  a coin  is  authorized,  it  should  be 
issued  only  as  a commercial  dollar^  not  as  a standard  unit  of  account,  and  of 
the  exact  value  of  the  Mexican  dollar  (value  1 04.90),  which  is  the  favorite 
for  circulation  in  China  and  Japan  and  other  Oriental  countries. 

These  reasons,  even  if  not  now  conclusive  upon  the  subject, 
were,  at  that  time  at  least,  deemed  sufficient. 

The  object  of  the  present  paper  is,  however,  not  to  discuss 
the  double  standard,  but  simply  to  defend  the  Coinage  Act  of 
^^73  against  adverse  criticism.  But  we  must  not  omit  to 
say  that,  if  the  criticism  of  the  Act  was  prompted  by  the 
repeal  of  the  provision  authorizing  the  issue  of  the  dollar  as 
a full  legal  tender,  then  the  assault  should  have  been  di- 
rected against  the  Act  of  June  28,  1834;  for,  by  that  Act,  the 
reduction  of  about  six  and  one-fourth  per  cent,  in  the  gold 
standard  (the  dollar  being  reduced  from  27  grains  to  25.8 
grains ) practically  demonetized  the  silver  coinage,  thus  rela- 
tively overvaluing,  as  it  did,  the  standard  gold  coinage,  and 
bringing  the  latter  in  circulation  to  the  exclusion  of  the  rel- 
atively dearer  silver.  Or,  he  should  have  attacked  the  Act  of 
February  21,  1853,  which  repealed  such  provisions  of  previous 
Acts  as  made  gold  and  silver,  with  the  single  exception  of 
the  three-cent  piece,  nominally  a legal  tender  to  any  amount. 

The  total  coinage  from  1792  to  1873  of  the  silver  dollar 
pieces,  the  demonetization  of  which  was  commenced  by  the 
Act  of  1834  and  completed  by  that  of  1873,  was  only 
$8,045,838,*  or  a little  more  than  $100,000  per  year;  while 
the  coinage  of  silver  pieces  of  a less  denomination  than  one 
dollar  was,  for  the  same  period,  $137,106,046.  It  is  not  prob- 
able that  there  were  more  than  $ 50,000  in  silver  dollar  pieces 
in  existence  in  this  country  at  the  time  of  the  passage  of  the 

♦The  coinage  of  the  trade  or  commercial  dollar  from  1873  to  June  30,  1875,  w.'xs  $9,286  400. 
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Act  of  1873.  From  the  discussion  which  has  taken  place 
since  that  time,  it  is  evident  that  the  repeal  of  the  provision 
authorizing  the  issue  of  the  silver  dollar  was  most  opportune 
and  fortunate ; otherwise  the  late  extraordinary  and  unpre- 
cedented decline  in  the  relative  value  of  silver — due  to  in- 
creased production  at  home  and  demonetization  abroad — 
would  have  completely  driven  our  thus  undervalued  gold 
coinage  from  the  country,  leaving  the  overvalued  silver  as 
the  sole  specie  basis  of  account. 

At  the  date  of  the  passage  of  the  Coinage  Act  of  1873 
the  silver  dollar  piece  was  worth  a little  more  than  103  in 
gold;  it  is  now  worth  less  than  ninety  cents  in  gold.  And 
as  the  Government,  under  the  coinage  law  as  it  existed  prior 
to  1873,  would  possess  the  legal  right  to  purchase  silver  with 
gold,  and  to  pay  the  interest  on  the  public  debt  in  silver 
dollars  worth  only  about  ninety  cents  in  the  London  market, 
it  would,  of  course,  by  this  process  have  been  enabled  to  re- 
alize an  amount  of  profit,  or  saving,  of  one-tenth  of  the  gold 
interest  now  paid  on  the  public  debt,  or  about  $10,000,000 
annually.  And  there  is  no  doubt  that  the  same  persons  who 
now  advocate  the  payment  of  the  interest  in  greenbacks 
w'ould  also  have  advocated  this  lesser  fraud.  But  such  a 
profit  would  be  dearly  earned ; for  United  States  bonds 
would,  everywhere  and  at  once,  • become  depreciated,  the 
credit  and  standing  of  the  Government  would  be  seriously 
impaired,  and  all  plans  for  the  funding  of  the  public  debt 
at  a lower  rate  of  interest  would,  of  necessity,  have  to  be 
abandoned. 

If  it  is  proposed  to  restore  the  double  standard,  then  it  is 
evident  that  a new  silver  dollar,  worth  one  hundred  cents 
in  gold,  or  bearing  the  relative  value  of  about  eighteen  to 
one,  must  be  authorized;  so  that,  from  any  point  of  view, 
it  is  difficult  to  see  what  injury  has  been  done  the  advo- 
cates of  a double  standard  by  the  abolition  of  the  silver  dol- 
lar, whose  relative  value  to  gold  in  1873  was  only  about 
fifteen  and  a-half  to  one. 

From  the  foregoing  review  it  must  be  obvious,  even  with- 
out an  extended  argument,  that  there  can  be  no  such  thing 
as  a practical  double  standard;  that  what  is  called  a double 
standard  is  simply  an  alternative  standard — the  silver  ruling 
or  circulating,  to  the  exclusion  of  gold,  whenever  the  mint 
and  the  market  ratios  are  such  that  silver  is  over-valued  in 
its  relation  to  gold,  and,  in  turn,  the  gold  circulating  to  the 
exclusion  of  silver,  when  gold  is  relatively  the  over-valued 
metal. 

x. 
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CENTENNIAL  ADDRESS  OF  THE  HON.  E.  G. 
SPAULDING, 

At  the  meeting  of  the  Bankers'  Association,  at  the  International 
Exposition,  Philadelphia,  May  jo,  idj6. 

The  limit  of  our  space  forbids  the  publication  in  full  of 
this  very  interesting  address,  which  covers  sixty-four  pages  in 
pamphlet  form.  As  the  history  of  the  earlier  part  of  the  past 
century  has  recently  been  given  in  the  pages  of  this  magazine, 
we  take  up  and  abridge  Mr.  Spaulding’s  sketch  from  the 
year  1832.  At  this  period,  the  re-election  of  General  Jackson 
to  the  presidency  settled  the  question  that  the  Second  United 
States  Bank  must,  like  the  first,  go  into  liquidation  and  wind 
up  its  affairs. 

THE  REMOVAL  OF  GOVERNMENT  DEPOSITS. 

Without  the  authority  of  law,  the  President  assumed  that 
the  Secretary  of  the  Treasury  might  select  as  many  of  the 
State  Banks  as  he  might  deem  necessary  to  receive  the  Gov- 
ernment deposits,  and  perform  the  fiscal  service  of  the  Gov- 
ernment. A large  number  were  subsequently  selected.  But 
the  i6th  Section  of  the  United  States  Bank  Act  required 
“ that  the  deposit  of  the  money  of  the  United  States,  in 
places  in  which  the  said  Bank  and  branches  thereof  may  be 
established,  shall  be  made  in  the  said  Bank,  or  branches  there- 
of, unless  the  Secretary  of  the  Treasury  shall,  at  any  time,  other- 
wise  order  and  direct,  in  which  ca^e  the  Secretary  of  the  Treasury 
shall  immediately  lay  before  Congress,  if  in  session,  and,  if  not, 
immediately  after  the  commencement  of  the  next  session,  the 
reasons  of  such  order  or  direction'' 

The  ^cretary  of  .the  Treasury,  in  his  report  of  December 
5th,  1832,  advised  Congress  that  doubts  were  entertained  in 
some  quarters  of  the  safety  of  the  Bank  as  a depository  of  the 
public  revenues,  and  that,  in  consequence,  he  had  appointed 
agents  to  examine  into  its  condition.  The  President’s  Mes- 
sage of  the  same  date  expressed  similar  doubts,  and  indi- 
cated the  propriety  of  removing  the  Government  deposits  from 
the  Bank.  A committee  of  investigation  was  appointed  by 
Congress,  and  on  the  two  reports,  together  with  the  state- 
ment of  the  Bank  Directors,  the  House  of  Representatives 
declared,  by  a vote  of  109  to  40,  that  the  public  deposits 
might  s^ely  be  continued  in  the  institution.  The  three  ex- 
aminations agreed  so  closely  as  to  exclude  all  possibility  of 
collusion  or  error.  The  Hon.  Gulian  C.  Verplanck,  of  New 
York,  chairman  of  the  Congressional  Committee,  stated  in  his 
report,  that  they  “had  examined  the  report  of  the  Treasury 
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agents,  and  also  the  Directors  of  the  Bank  under  oath,  and 
that  it  appeared  that  the  Bank  had  $80,866,000  of  available 
resources,  and  that  its  liabilities,  exclusive  of  its  stock, 
amounted  to  only  $37,800,000. 

After  this  report  was  rendered,  and  after  the  vote  of  confi- 
dence by  Congress,  Secretary  McLane  expressed  his  final  de- 
termination to  take  no  part  in  changing  the  custody  of  the 
public  revenues.  Whereupon  the  President  transferred  him  to 
the  State  Department,  to  make  room  for  a more  pliable 
officer ; but  his  successor,  the  Hon.  William  J.  Duane,  of 
Pennsylvania,  proved  even  less  tractable.  He  declared  his  un- 
willingness to  act  in  the  matter  without  reasons  that  would 
justify  him  in  the  eye  of  the  law.  The  President  summoned 
a special  meeting  of  the  Cabinet  for  consultation,  with  no 
better  result.  He  then  announced  that  he  would  assume  the 
responsibility  of  issuing  a mandatory  order  of  removal,  which 
he  expected  the  Secretary  to  obey.  But  that  officer,  like  his 
predecessor,  deeming  the  proposed  action  of  the  President  il- 
legal, would  neither  execute  the  order  nor  voluntarily  retire 
from  the  office.  The  President  had  no  alternative  but  to 
remove  him  by  an  arbitrary  dismissal ; and  he  appointed  in 
his  stead  the  Hon.  Roger  B.  Taney,  whose  opinions  were 
known  to  coincide  with  those  of  the  President. 

On  the  1 8th  of  September,  1833,  the  President  issued  a per- 
emptory order  for  the  removal  of  the  Government  deposits 
and  on  the  first  of  October  following,  the  order  was  executed 
by  Mr,  Taney,  and  such  deposits  transferred  from  the  United 
States  Bank  to  the  “ State  deposit  Banks.” 

The  amount  of  deposits  thus  transferred  was  about 
$11,000,000,  and  the  State  Banks  thus  favored  were  en- 
couraged to  expand  their  loans  upon  the  faith  of  such  de- 
posits. Thus  ended  the  services  of  the  United  States  Bank  as 
the  Financial  Agent  of  the  Government. 

The  immediate  consequence  of  the  defeat  of  the  bill  for  re- 
newing the  charter  of  the  United  States  Bank  and  the  illegal 
removal  of  the  Government  deposits  of  that  institution,  was 
the  incorporation  by  the  several  States  of  a great  number  of 
local  Banks.  Capital  stock  was  authorized  for  each,  but  in 
most  cases  the  stock  was  not  b<ma  fide  paid  up.  The  Banks 
in  most  cases  went  into  operation  upon  an  insecure  basis 
upon  fictitious  capitals.  In  the  seven  years  from  1830  to  1837, 
no  less  than  304  sprung  into  existence,  with  a nominal  capital 
of  $145,000,000,  and  paper  circulation  of  $59,000,000,  and  the 
total  circulation  rose  to  $ 104,000,000.  The  mass  of  Bank 
loans  increased  from  $200,000,000  to  $525,000,000. 

The  Treasury  balance  in  the  “ deposit  banks  ” rose  from 
$11,000,000  October  i,  1833,  to  over  $ 49,000,000,  on  November 
I,  1836.  The  Bank  of  the  United  States,  instead  of  closing 
up  on  the  expiration  of  its  charters,  obtained  a new  charter 
from  the  State  of  Pennsylvania,  and  transferred  its  assets  to 
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the  new  State  institution,  and  maintained  its  proportion  in 
the  general  expansion  of  credit.  Speculation  and  overtrading 
increased  to  an  alarming  extent  all  over  the  country.  The 
expansion  of  bank  credit,  the  increase  of  State,  corporate  and 
individual  indebtedness  was  far  in  excess  of  legitimate  busi- 
ness. Reckless  speculation  in  comer  lots  on  paper,  and  run- 
ning into  debt  generally  was  the  order  of  the  day.  This  kind 
of  speculation  extended  to  the  public  lands.  Large  quantities 
were  taken  up — not  by  actual  settlers — but  by  large  operators 
who  paid  for  it  in  State  bank  currency.  “ Wild-Cat  " banking 
became  rampant  in  many  of  the  Western  States,  which  oper- 
ated to  swell  the  indebtedness  enormously  in  that  portion  of 
the  country. 

The  importations  from  foreign  countries  had  been  large  and 
the  specie  in  the  country  had  been  diminishing  for  some  time 
previous.  The  duties  paid  on  these  large  importations 
served  to  increase  the  revenues  ; the  National  debt  was  paid 
in  full,  and  a surplus  in  paper  money  was  accumulating  in 
the  United  States  Treasury  which,  was  then  being  deposited 
in  the  State  deposit  banks  to  the  credit  of  the  Treasurer  in 
Bank  ledgers. 

On  the  23d  of  June,  1836,  an  act  was  passed  for  distribut- 
ing to  the  several  States  the  supposed  surplus  moneys  above 
$5,000,000,  belonging  to  the  Treasury  of  the  United  States,  in 
proportion  to  their  respective  representation  in  the  Senate  and 
House.  The  sums  to  be  thus  deposited  for  safe  keeping  with 
the  several  States  was  to  be  made  in  the  following  propor- 
tions ; — one-fourth  part  on  the  first  of  January,  1837,  one- 
fourth  part  on  the  first  of  April,  one-fourth  part  on  first  of 
July,  and  the  remaining  fourth  part  on  the  first  day  of  Oc- 
tober, all  in  the  same  year.  It  was  supposed  that  the  whole 
amount  to  be  thus  distributed  would  be  between  $40,000,000 
and  $50,000,000. 

To  check  speculation  in  the  public  lands.  President  Jackson 
on  the  nth  July,  1836,  issued  the  famous  Specie  Circular^  in 
the  form  of  an  order  from  the  Treasury  Department,  prohib- 
iting the  receipt  of  anything  but  gold  and  silver  coin  in  pay- 
ment of  lands  sold  by  the  Government. 

THE  PANIC  OF  1837. 

By  the  successive  acts  and  proceedings  just  narrated,  a 
train  was  skillfully  laid  for  a general  crash  in  the  financial 
affairs  of  the  Government,  the  banks,  and  the  people.  The 
natural  result  of  what  had  taken  place  during  the  last  six 
years,  led  inevitably  to  a general  smash  up.  The  Bank, 
which  President  Madison,  in  his  first  annual  message  after 
approving  its  charter,  declared  was  “ essential  for  the  interests 
of  the  community  at  large,  as  well  as  for  the  purposes  of  the 
Treasury,”  was  killed  by  the  veto  of  President  Jackson,  and 
forced  to  wind  up  its  affairs  as  a national  institution  ; the 
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government  deposits  were  illegally  removed  to  a great  number 
of  State  deposit  banks  ; the  State  Banks  were  increased, 
upon  fictitious  capitals,  to  an  alarming  extent ; bank  credits 
were  extended  in  the  form  of  paper  currency  and  im- 
proper loans  upon  inadequate  and  unconvertible  security ; 
high  prices,  overtrading  and  extravagance  in  living  followed 
as  a natural  consequence.  The  catastrophe  resulting  from 
this  unnatural  and  reckless  state  of  things  could  not  long  be 
delayed. 

The  specie  circular  issued  by  President  Jackson  showed 
distrust  of  the  State  Bank  currency  ; gold  and  silver  was  de- 
manded. Failures  became  frequent  in  the  latter  part  of  1836 
and  the  early  part  of  1837.  State  Bank  currency,  in  many 
cases,  was  not  redeemed  in  coin  when  presented  for  that  pur- 
pose, and  very  soon  became  uncurrent  money.  The  wild 
cat  and  red  dog  banks  at  the  West  first  broke  down  ; the 
Safety  Fund  of  New  York  received  a blow  from  which  it 
never  recovered,  and  finally  went  out  of  existence. 

Each  day  developed  some  new  case  of  insolvency  on  the 
part  of  banks  and  individuals.  Finally  the  distrust  extended 
to  all  classes  of  business  ; credit  was  destro)^d ; the  panic  be- 
came general,  when  in  May,  1837,  all  the  banks  in  the  coun- 
try suspended  specie  payments,  and  the  “ deposits  ” in  the 
“ Pet  Banks  ” to  the  credit  of  the  Treasurer  of  the  United 
States  became  unavailable.  The  demoralization  was  complete 
and  general  in  all  private  as  well  as  governmental  transac- 
tions. It  was  difficult  for  the  Secretary  of  the  Treasur}*^  to 
manage  the  fiscal  affairs  of  the  government. 

Martin  Van  Buren  having  been  inaugurated  President  on 
the  4th  of  March  of  that  year,  issued  a Proclamation,  for  an 
Extra  Session  of  Congress. 

Mr.  Van  Buren  was  very  much  disgusted  with  the  State 
Deposit  Banks  for  their  mismanagement  in  locking  up  and 
rendering  unavailable  the  public  deposits.  His  motto  became 
“an  entire  divorce  of  the  United  States  Treasury  from  all 
banks  and  banking  transactions.”  The  institutions  which  Mr. 
Taney  declared  in  1833,  to  be  of  “high  character  and  un- 
doubted strength  ” proved  to  be  very  weak  in  1837.  Many  of 
them  proved  to  be  not  only  a failure  but  a fraud. 

General  Jackson  wrote  from  his  retirement  at  the  Hermitage^ 
that  “ the  history  of  the  world  never  has  recorded  such  base 
treachery  and  perfidy  as  had  been  committed  by  the  deposit 
banks  against  the  government.” 

At  the  time  of  closing  the  United  States  Bank  after  its 
charter  expired,  the  stock  was  worth  a premium  of  more  than 
15  per  cent.,  and  the  stock  in  the  Bank  owned  by  the  United 
States  was  paid  back  to  it  in  full,  and  also  a premium  on 
the  same  exceeding  15  per  cent,  besides  the  previous  regular 
dividends,  so  that  the  United  States  actually  made  money  on 
its  stock,  and  did  not  lose  a dollar  of  the  money  deposited 
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in  the  Bank.  It  fulfilled  all  its  obligations  to  the  Govern- 
ment, redeemed  all  its  circulating  notes,  paid  all  its  private 
depositors,  and  as  a National  institution  went  out  of  existence 
with  a clean  record. 

A bill  for  establishing  a Fiscal  Bank  of  the  United  States 
passed  the  House  of  Representatives,  August  6th,  1841  ; ve- 
toed by  President  Tyler,  August  i6th.  Another  bill  for  a 
Fiscal  Corporation  vetoed  September  9th,  1841,  followed  by  a 
resignation  ©f  all  the  Cabinet,  except  Mr.  Webster,  which 
ended  for  a time  all  efforts  to  obtain  under  any  name  a new 
National  Bank. 

On  January  i,  1837,  the  Bank  circulation  of  the  country, 
according  to  the  Treasury  reports,  was  $ 149,000,000.  By  Jan- 
uary ist,  1843,  it  was  reduced  to  $58,000,000.  A ruinous  fall 
of  prices  was  the  consequence,  and  wide-spread  distress,  at- 
tended by  many  failures.  In  the  four  years  ending  with  1842, 
the  exports  of  specie  exceeded  the  imports  by  $8,500,000  ; but 
under  the  favorable  influence  of  the  Tariff  of  1842,  in  the 
nine  months  ending  June  30,  1843,  the  imports  of  specie  ex- 
ceeded the  exports  by  $20,000,000  ; as  the  banks  of  New  York 
and  New  England  had  paid  specie  regularly  since  1838,  they 
soon  recovered  from  the  effects  of  the  revulsion  of  1842-43. 
Those  of  the  grain-growing  States,  from  New  Jersey  to  Mis- 
souri, did  not  fully  recover  till  1847,  when  the  demand  for 
breadstuffs  in  Europe  gave  a balance  of  specie  in  our  favor 
of  $22,000,000.  The  Banks  in  the  South  and  West  were  not 
fully  re-established  until  some  years  later,  when  an  extraor- 
dinary demand  for  cotton  replenished  their  coffers. 

FREE  BANKING  LAW  OF  NEW  YORK. 

On  April  i8th,  1838,  the  monopoly  of  banking,  under  special 
charters,  was  brought  to  a close  in  the  State  of  New  York, 
by  the  passage  of  the  act  “to  authorize  the  business  of  Bank- 
ing.” Under  this  law.  Associations  for  Banking  purposes  and 
Individual  Bankers,  were  authorized  to  carry  on  the  business 
of  Banking,  by  establishing  offices  of  deposit,  discount  and 
circulation.  Subsequently  a separate  Department  was  organ- 
ized at  Albany,  called  “ The  Bank  Department,”  with  a Su- 
perintendent, who  was  charged  with  the  supervision  of  all  the 
banks  in  the  State.  Under  this  law,  institutions  could  be  or- 
ganized simply  as  banks  of  “ discount  and  deposit,”  and 
might  also  add  the  issuing  of  a paper  currency  to  circulate 

as  money.  At  first  the  law  provided  that  State  and  United 

States  stocks  for  one-half  and  bonds  and  mortgages  for  the 
other  half,  might  be  deposited  as  security  for  the  circulating 
notes  to  be  issued  by  Banks  and  individual  Bankers.  Upon 
a fair  trial,  however,  it  was  found  that  when  a bank  failed, 

and  the  l^nk  Department  was  called  upon  to  redeem  the 

circulating  notes  of  such  bank,  the  mortgages  could  not  be 
made  available  in  time  to  meet  the  demand.  The  mortgages 
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when  brought  to  the  test  of  raising  ready  money  proved  to 
be  unavailable,  and  by  an  amendment  of  the  law,  the  receiv- 
ing of  mortgages  as  security  for  circulating  notes  was  dis- 
continued. 

This  law  with  the  various  amendments  that  have  been 
made,  has  proved  to  be  a valuable  and  useful  mode  of  car- 
rying on  the  business  of  banking,  and  ultimately  a very  large 
majority  of  the  banks  in  New  York  came  under  its  provisions 
in  the  transaction  of  their  business. 

the  sub-treasury  law. 

On  the  6th  of  August,  1846,  the  Sub-Treasury  act  was 
finally  passed,  and  went  fully  into  operation  January  ist,  1847, 
upon  the  theory  mainly  of  gold  and  silver  in  all  the  financial 
transactions  of  the  Government ; but  with  the  expectation 
that  Treasury  notes  might  be  resorted  to  if  necessary. 

In  less  than  a year  after  the  passage  of  the  Sub-Treasury 
Act,  it  was  found  that  very  little  gold  was  in  the  Treasury. 
It  was  easy  to  enact  that  ‘‘  all  disbursements  ” from  the 
Treasury  should  be  made  in  coin,  but  soon  after  the  com- 
mencement of  the  war  with  Mexico,  it  was  found  very  diffi- 
cult to  get  the  coin  into  the  Treasury  for  disbursement.” 
The  Army  and  Navy  had  to  be  supported,  and  material  of 
war  had  to  be  provided.  Coin  in  sufficient  amount  could  not 
be  obtained  for  that  purpose.  Resort  was  almost  immediately 
had  to  the  alternative  of  paper  to  carry  on  the  war.  The  acts 
of  July  22d,  1846,  and  January  28th,  1847,  authorized  the  issue 
of  $28,000,000  six-per-cent.  Treasury  notes,  to  be  put  upon  loan, 
and  paid  to  contractors  and  others  who  furnished  supplies  to 
carry  on  the  war.  A large  part  of  the  “ disbursements  ” for 
the  war  were  in  Treasury  notes  instead  of  gold,  showing  the 
impracticability  of  the  Sub-Treasury  to  carry  on  even  a small 
war  in  gold  and  silver. 

the  panic  and  revulsion  of  1857. 

This  crisis,  like  the  revulsion  of  1837,  was  caused  by  too 
great  an  expansion  of  credit.  Debts  in  all  forms  became  ex- 
cessive. The  Railway  system  had  been  largely  extended  upon 
borrowed  capital.  There  had  been  excessive  importations  of 
foreign  goods.  The  banks  loaned  too  much  of  their  funds  on 
stocks,  bonds  and  other  securities  that  could  not  be  readily  con- 
verted into  money  to  meet  checks  of  depositors.  The  Ohio 
Life  Insurance  and  Trust  Company,  which  had  a large  branch 
office  in  the  city  of  New  York,  was  completely  loaded  down 
with  unavailable  securities,  and  on  the  25th  of  August,  1857, 
failed  with  very  large  liabilities  outstanding.  This  was  the 
starting  point  of  the  panic.  Distrust  very  soon  became  gen- 
eral. Confidence  was  destroyed.  It  was  soon  ascertained  that 
too  much  floating  capital  had  been  converted  into  fixed  capi- 
tal. Call  loans  were  called  in.  A large  part  of  the  hundreds 
of  millions  of  stock  and  bonds  that  had  been  created  during 
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the  previous  ten  years,  proved  to  be  unavailable.  Wall  street 
and  the  Stock  Exchange  became  greatly  excited.  A large 
number  of  the  members  of  the  Board  of  Brokers  were  unable 
to  respond  to  their  call  loans,  and  failed.  Stocks  fell  50  per 
cent.  At  the  height  of  the  panic.  New  York  Central  R.  R. 
stock  sold  down  to  48,  Illinois  Central,  Michigan  Central,  and 
Rock  Island  at  about  30,  Michigan  Southern  at  5.  Money  so 
stringent  that  bankers  were  unable  to  borrow  currency  on 
gold  bullion  ; the  Michigan  Southern  sold  a ten  per  cent, 
guaranteed  stock  at  50,  and  the  Michigan  Central,  an  eight 
per  cent,  mortgage  bond,  at  the  same  price. 

The  panic  continued  about  fifty  days,  until  the  middle  of 
October,  1857,  when  all  banks  suspended  specie  payments. 

The  system  of  redemption  of  bank  notes  then  in  force  by 
the  Suffolk  Bank  in  Boston,  and  the  Metropolitan  Bank  in 
New  York,  operated  unfavorably.  This  mode  of  requiring  re- 
demption of  the  interior  bank  currency  which  was  sent  in 
packages  to  these  banks,  and  then  hurried  back  again  into 
the  interior,  frequently  in  the  same  packages,  greatly  acceler- 
ated the  panic.  Finally  the  banks  in  New  York,  by  common 
consent,  ceased  sending  home  good  currency  and  finally  took 
the  secured  currency  of  the  State  of  New  York,  and  made  it  a 
basis  for  Clearing-House  Certificates,  which  had  an  important 
influence  in  stopping  the  panic  and  restoring  confidence. 
When  the  banks  suspended,  relief  came,  of  course.  Confi- 
dence gradually  returned,  money  flowed  into  business  channels, 
prices  improved,  and  the  banks  were  enabled  to  resume  in 
December. 

At  the  breaking  out  of  the  Rebellion  in  1861,  the  Govern- 
ment of  the  United  States  had  no  National  institution  to 
resort  to,  like  the  Bank  of  England  or  the  Bank  of  France, 
for  aid  to  sustain  the  Union  Army  and  Navy.  It  had  only  a 
barren  Sub-Treasury,  which  in  every  effort  of  the  Government 
to  make  loans,  was  known  to  be  antagonistic  to  the  custom- 
ary commercial  operations  of  the  State  Banks.  The  Sub- 
Treasury  was  m no  way  connected  with  Clearing-House  op- 
erations, and  could  not  check  on  the  banks  for  Government 
disbursements,  and  if  the  Government  borrowed  money  on  its 
bonds  from  the  banks,  the  money  had  to  be  paid  into  the 
Sub-Treasury  in  gold  and  silver  coin,  or  treasury  notes,  which 
at  once  weakened  the  bank  reserves,  and  tended  to  disturb 
the  whole  financial  business  of  the  country.  The  Sub-Trcas- 
ury  law  was  a positive  obstacle  to  a successful  management 
of  the  finailces  in  the  great  war  then  in  progress  to  maintain 
the  Union. 

Hon.  Salmon  P.  Chase,  Secretar}*^  of  the  Treasury,  in  his 
report  in  December,  1861,  stated  that  there  were  about  sixteen 
hundred  local  banks,  and  that  the  value  of  the  then  existing 
bank  note  circulation  depended  upon  the  laws  of  thirty-four 
States,  and  the  character  of  those  private  corporations.  He 
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estimated  the  total  circulation  of  all  these  banks  January  ist, 
i86i,  to  be  $202,000,767.  “Of  this  circulation  $ 150,000,000,  in 
round  numbers  was  in  the  loyal  States,  and  $ 50,000,000  in  the 
rebellious  States.” 

The  Government  was  without  any  National  paper  currency 
to  circulate  as  money,  and  Mr.  Chase  was  not  then  favorable 
to  the  issue  of  legal-tender  notes.  He  however  was  in  favor 
of  a National  currency  under  the  authority  of  the  United 
States,  and  recommended  the  National  Bank  Act. 

The  bill  was  passed  and  approved  by  President  Lincoln, 
February  25,  1863. 

No  National  Bank  currency  was  issued  until  near  the  first 
of  January,  1864.  After  that  time  it  was  gradually  issued. 
On  the  first  of  July,  1864,  the  sum  of  $25,825,695  had  been 
issued  ; and  on  the  22d  of  April,  1865,  shortly  after  the  sur- 
render of  General  Lee,  the  whole  amount  of  National  Bank 
circulation  issued  to  that  time  was  $146,827,975. 

FREE-  BANKING — NO  MONOPOLY. 

At  first  the  act  limited  the  amount  of  currency  to  be  is- 
sued under  it,  to  $300,000,000,  but  by  a subsequent  act  this 
limitation  was  removed.  Free  Banking  is  now  allowed  to  all 
the  people  who  comply  with  its  provisions.  There  is  no 
longer  a monopoly  of  banking  under  the  laws  of  the  United 
States.  It  is  a system  of  National  Banking  and  National 
Currency  co-extensive  with  the  boundaries  of  our  National 
Union.  It  requires  the  circulating  notes  to  be  well  secured 
by  gold-bearing  Government  bonds,  deposited  with  the 
Treasurer  of  the  United  States  ; requires  each  bank  to  redeem 
its  circulating  notes  in  lawful  money  on  demand,  and  to  keep 
an  adequate  reserve  for  that  purpose  ; makes  them  a legal 
tender  for  all  taxes  and  other  debts  to  the  Government,  ex- 
cept customs,  and  for  all  debts  owing  by  the  Government,  ex- 
cept principal  and  interest  of  the  funded  debt  ; it  also  makes 
them  receivable  by  each  National  Bank  for  all  ordinary  debts 
due  them,  and  each  bank,  designated  as  a depository,  is  also 
required  to  receive  it  on  deposit  from  all  public  officers. 
These  are  important  provisions  in  the  law  for  nationalizing 
this  currency,  and  it  consequently  obtains  a wide  circulation. 
Congress,  by  the  act  of  March  3d,  1865,  drove  all  State  Bank 
circulation  out  of  existence  by  the  imposition  of  a tax  upon 
it  of  ten  per  cent. 

PROGRESS  MADE  IN  BANKING. 

The  refusal  of  Congress  to  re-charter  the  first  United  States 
Bank,  and  the  arbitrary  and  illegal  action  of  the  Executive 
in  regard  to  the  second  United  States  Bank,  seriously  re- 
tarded the  progress  of  sound  banking,  under  the  authority  of 
the  United  States.  By  these  blunders  the  Government  and 
people  have  been  deprived  of  the  great  benefits  they  would 
have  received  from  the  stability  given  to  business  by  the  con- 
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tinuance  of  such  an  institution.  In  spite,  however,  of  this  in- 
congruous and  unwise  action  of  Congress  and  the  Executive, 
there  has  been  real  progress  made  in  the  business  of  banking 
during  the  last  hundred  years.  The  Bank  of  North  America 
in  Philadelphia,  the  Bank  of  New  York  in  New  York  City, 
the  Massachusetts  Bank  in  Boston,  the  first  three  banks  or- 
ganized in  the  United  States,  have  always  maintained  a re- 
spectable position,  and  are  to-day  performing  their  duties  to 
the  public,  and  are  favorably  regarded  for  their  high-standing 
and  solidity.  Having  been  re-organized,  they  are  to-day  doing 
a prosperous  business  under  the  present  National  Bank  Act. 

Most  of  the  Banks  organized  in  the  principal  cities  since 
January  ist,  1790,  have  maintained  their  existence  in  some 
form  ; have  increased  their  capitals,  have  done  a successful 
business,  and  are  now  highly  creditable  institutions,  and  doing 
as  good  a business  as  the  present  state  of  trade  will  admit. 

State  Banks  and  National  Banks  are  generally  in  a pros- 
perous condition,  and  most  of  the  old  State  Banks  finally  re- 
organized under  the  National  Bank  Act  in  1865. 

Hon.  John  J.  Knox,  Comptroller  of  the  Currency,  in  his 
last  report  made  to  Congress  in  December,  1875,  gives  a de- 
tailed report  of  the  condition  of  all  the  National  Banks.  It 
is  a most  valuable  and  interesting  statement  of  the  favorable 
condition  of  the  business  of  banking  in  the  United  States. 
Those  desiring  further  details  in  regard  to  the  banks  can 
study  this  report  to  great  advantage. 


Capital  Stock  of  National  Banks  paid  in  is 505,485.865 

“ *•  State  Banks  “ **  16^366,669 

Aggremte  amount  of  deposits  in  Savings  Banlcs 849,581,633 

CapiuJ  Stock  of  Loan  and  Trust  Companies, 21,854,020 


$ 1,541,288,187 

Private  Bankers  do  not  report  the  amount  of  capital  em- 
ployed in  their  business.  It  is  therefore  difficult  to  make  any 
approximate  estimate  of  their  aggregate  capital.  It  is  known, 
however,  to  be  large,  and  their  business  transactions  largely 
swell  the  banking  operations  of  the  country. 

CREDIT  AND  CLEARING  HOUSE. 

Credit  is  the  essential  element  that  underlies  the  business 
of  banking.  Banking  in  all  its  forms  is  dependent  upon 
credit.  Well-organized  banks,  and  the  system  of  daily  settle- 
ments through  the  Clearing  Houses  in  all  the  great  commer- 
cial centers,  and  a weekly  publication  of  the  condition  of  the 
banks,  has  an  important  influence  in  keeping  all  credit  trans- 
actions under  due  control,  and  confining  them  within  proper 
limits.  About  one  hundred  years  ago,  the  private  banks  in 
London  organized  the  first  Clearing  House  in  that  city.  The 
New  York  Clearing  House  Association,  composed  of  New 
York  Bankers,  went  into  operation  October  ist,  1853,  and  its 
present  constitution  was  adopted  June  6th,  1854. 
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The  system  of  Clearings  by  off-set  is  one  of  the  most  use- 
ful improvements  of  modem  times.  It  economises  both  time 
and  money  in  the  liquidation  of  debts,  especially  all  the  large 
commercial  transactions  of  the  world,  amounting  to  several 
hundred  millions  daily,  with  only  a very  small  resulting  bal- 
ance to  be  paid  in  money.  Very  little  gold  or  paper  money 
is  required  to  do  the  business  of  any  of  the  large  cities. 

Clearing  Houses  have  been  established  in  Boston,  Philadel- 
phia, Baltimore  and  the  other  principal  cities  of  the  United 
States  with  useful  and  beneficial  results. 

THE  PANIC  OF  1873. 

After  the  right  to  fund  the  greenback  currency  into  six- 
per-cent.  gold  bonds  was  revoked  in  1863,  which  rendered 
this  currency  irrdeemable,  credit  became  so  expanded  under 
the  excessive  issues  of  paper  currency  and  other  obligations 
during  the  war,  that  neither  the  banks,  the  Clearing  House, 
nor  any  other  human  agency  could  restrain  it  within  reason- 
able limits,  especially  under  the  vacillating  course  adopted  by 
Congress.  The  abuse  of  credit  became  general  in  the  creation 
of  debts  in  all  its  forms — States,  cities,  counties,  corporations, 
and  individuals  combined  to  swell  the  paper  bubble  until  it  fi- 
nally burst  in  the  great  panic  of  1873.  The  combination  of 
the  banks  in  the  Clearing  House  in  New  York,  exerted  a 
most  powerful  influence  in  staying  the  calamity,  and  prevent- 
ing the  suspension  of  all  the  banks.  By  an  extra  form  of 
credit,  in  the  shape  of  Clearing-House  certificates,  they  con- 
tinued to  pay  and  liquidate  a very  large  amount  of  debts 
each  day,  without  paying  money  for  even  resulting  balances. 
The  Clearing  House  Associations  in  other  cities  exerted  a fa- 
vorable influence  in  the  same  direction.  The  panicy  feeling 
passed  away  in  due  time,  and  the  banks  again  resumed  their 
former  mode  of  settling  balances.  The  Temporary  Clearing- 
House  certificates,  improvised  during  the  panic,  were  soon 
after  redeemed  and  taken  off  the  market. 

The'  present  national  banking  system— organized  in  the 
midst  of  civil  revolution,  and  which  could  only  be  brought 
into  existence  under  the  pressure  of  a great  public  calamity, 
and  amid  the  enthusiasm  of  the  people  determined  to  main- 
tain the  Union — has  drawn  to  its  support  a very  large  ma- 
jority of  the  banking  capital  of  the  country.  Experience  has 
shown  that  it  it  is  well  adapted  to  the  wants  of  American  in- 
dustry and  progress  ; that  it  is  a convenient  and  safe  deposi- 
tory of  the  public  funds  which  can  easily  be  transferred  to 
aity  part  of  the  country  without  any  of  the  machinery  or 
expense  of  the  sub-treasury,  and  that  when  more  fully  per- 
fected will  be  adequate  to  meet  the  demands  of  our  anoma- 
lous situation  in  war  as  well  as  in  times  of  peace.  That  it  is 
not  perfect,  is  not  the  fault  of  those  who  originated  it ; that 
it  is  not  perfected  and  the  sub-treasury  discontinued,  is  the 
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fault  of  the  Government  itself.  Let  the  Government  return  to 
its  integrity,  re-adopt,  at  a lower  rate  of  interest,  the  funding 
of  the  greenbacks,  or  in  the  mode  prescribed  in  Senator 
Sherman’s  act  of  last  year,  retire  its  over-due  indebtedness 
in  the  recognized  money  of  the  commercial  world,  and  the  na- 
tional banks  will  be  ready  to  redeem  their  circulating  notes 
in  the  same  kind  of  money.  Meantime  they  loyally  await  the 
action  of  Congress,  and  will  be  ready  to  redeem  in  lawful 
money,  whether  it  be  greenbacks  or  gold,  whatever  shall  be 
recognized  by  the  Government  for  itself,  and  by  it  prescribed 
to  the  people  as  the  legal  standard  of  redemption. 

The  causes  which  led  to  the  panic  of  1873,  were  too  deep 
and  far-reaching  to  be  easily  got  rid  of  or  overcome.  Debt 
and  taxation  are  heavy  burdens ; defaulted  railroad  bonds  lie 
dormant  in  safes  and  drawers  ; irredeemable  paper  money  is 
still  in  excess ; industry  and  production  languish  ; Congress 
still  vacillates  and  fails  to  settle  the  financial  problem  on  a 
firm  basis  ; the  depression  and  stagnation  in  business  which 
commenced  in  the  panic  of  1873,  still  continues,  and  is  likely 
to  continue  until  the  finances  are  finally  settled  on  a specie 
basis,  the  question  removed  from  political  agitation,  and  the 
business  of  the  country  allowed  to  resume  its  normal  condi- 
tion free  from  the  excesses  and  demoralization  of  the  war. 
Then  will  be  the  time  to  complete  the  history  of  the  paper 
bubble,  which  has  been  so  demoralizing  for  the  last  twelve 
years. 


INCREASING  SCARCITY  OF  GOLD  AND  SILVER. 

BY  GEORGE  M.  WESTON. 

The  paper  read  in  June,  1865,  before  the  Statistical  Society 
of  London,  by  Professor  Jevons,  upon  the  variations  in  the 
prices  of  commodities,  which  is  only  another  expression  for 
the  variations  in  the  value  of  the  money  in  which  these  prices 
are  stated,  attracted  great  attention  when  it  was  made,  and 
has  been  the  subject  of  much  comment. 

The  period  covered  by  this  paper  was  a long  one,  from 
1782  to  1865,  and  the  commodities,  the  fluctuations  in  the 
prices  of  which  are  given,  forty  in  number,  are  all  the  leading 
articles  of  commerce,  and  all  the  leading  articles  of  consump- 
tion in  countries  possessing  the  advanced  civilization  of 
Great  Britain.  They  embrace  all  the  principal  metals  ( in- 
cluding of  course  iron ),  grains  and  meats  of  all  kinds,  timber, 
wool,  cotton,  hay  and  other  fodders,  dyes,  tallow,  tar,  silk, 
flax,  hemp,  hides  and  leather,  and  oriental  and  tropical  pro- 
ducts, such  as  rice,  tobacco,  tea,  coffee,  sugar  and  spices. 

The  prices  given  are  those  in  the  British  markets,  but  as 
these  always  bear  a relation  to  prices  in  other  markets  which 
is  controlled  by  the  same  circumstances  of  freight  and  com- 
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mercial  charges,  the  fluctuations  elsewhere  must  have  been 
always  proportionate. 

Some  persons  who  have  commented  upon  these  tables  of 
Professor  Jevons,  noticing  that  his  prices  are  stated  in  gold, 
have  fallen  into  the  error  of  supposing  that  a part  of  the 
fluctuations  given,  is  due  to  the  fluctuations  in  the  price  of 
that  special  metal,  as  distinguished  from  silver.  That  is  not 
so,  in  any  degree.  Professor  Jevons  naturally  stated  prices  in 
what  is  the  standard  in  his  own  country,  but,  as,  during  the 
period  covered  by  his  tables,  there  was  no  appreciable  varia- 
tion in  the  market  ratio  of  the  two  precious  metals,  the 
prices,  if  stated  in  silver  or  gold,  would  show'  precisely  the 
same  fluctuations.  The  fall  in  silver  did  not  become  apparent 
until  1873,  or  seriously  marked  until  the  present  year.  When, 
therefore.  Professor  Jevons  speaks  of  a rise  or  fall  in  gold,  as 
established  by  his  tables,  we  may  understand  that  there  was 
exactly  the  same  rise  or  fall  in  the  value  of  silver,  or  in  other 
words,  of  both  the  precious  metals. 

The  tables  of  prices  used  by  Professor  Jevons  are,  for  the 
most  part,  the  same  given  by  Tooke,  and  other  writers  upon 
such  subjects,  but  the  deductions  made  by  different  commen- 
tators, are  not  quite  uniform.  If  the  prices  of  only  one 
article  from  year  to  year  were  to  be  dealt  with,  there  could 
not  be  two  modes  of  stating  the  increase  or  decrease ; but  the 
problem  is  less  simple  where  the  number  of  articles  is  large. 
Three  rules  have  been  proposed  for  estimating  the  mean  va- 
riations. The  rule  favored  by  Professor  Jevons,  and  which  he 
calls  the  geometric  rule,  seems  to  have  advantages,  and  at 
any  rate  this  one,  that  its  results  lie  midway  between  those 
produced  by  the  other  two  rules.  This  is  clearly  an  advan- 
tage, if  the  maxim,  in  medio  tutissimus  ibis^  is  as  applicable  to 
statistics,  as  it  is  to  politics  and  conduct. 

From  these  tables,  it  appears  that  if  the  prices  of  the  40 
enumerated  articles  be  called  100  in  1782,  they  fell  slightly 
until  1795,  when  they  suddenly  enlarged  to  117,  and  continued 
irregularly  to  enlarge  until  1809,  when  they  attained  their 
maximum  of  157.  From  that  point  they  fell  until  they  reached 
their  mininum  of  64  in  1849  never  having  again 

after  1820  been  as  high  as  100  but  once,  in  1825,  when  they 
were  103.  From  this  lowest  point  of  64,  of  1849-50,  they  ad- 
vanced to  74,  83,  80,  82,  and  85,  in  the  years  1853,  4,  5,  6,  7, 
and  in  1865,  the  last  year  given  in  the  tables,  they  stood  at  78. 
They  are  now,  probably,  down  again  to  the  point  of  64, 
where  they  were  at  the  date  of  the  California  discoveries,  or 
two-thirds  of  what  they  were  in  1782,  or  two-fifths  of  what 
they  were  in  1809.  Of  course,  there  were  temporary  fluctua- 
tions, but  certain  great  movements  are  distinctly  marked;  one 
towards  enlargement  at  the  end  of  the  last  century  and  the 
commencement  of  this,  culminating  in  1809 ; next  a movement 
of  depression,  covering  the  period  of  forty  years,  from  1809 


Digitized  by  CjOOQle 


INCREASING  SCARCITY  OF.  GOLD  AND  SILVER. 


1876.] 


49 


to  the  date  of  the  California  gold  mining;  and  lastly,  a short 
period  of  recovery  after  that  conspicuous  event. 

The  per  centages  of  Variations  in  the  value,  that  is,  the 
purchasing  pow#r  of  the  precious  metals,  are,  of  course, 
greater.  As  given  by  Professor  Jevons,  this  value  fell  from 
1782  to  1809,  (this  entire  fall  being  really  between  1794  and 
1809,)  in  the  proportion  of  100  to  54,  or  by  46  per  cent. 
From  1809  to  1849,  it  rose  again  in  the  ratio  of  100  to  245, 
or  by  145  per  cent.,  adding  so  much  to  the  intrinsic  worth  of 
fixed  incomes,  derived  from  government  or  other  long  secur- 
ities, and  so  much  to  the  burden  upon  the  capital  and  labor 
from  which  such  incomes  are  derived.  From  1849,  it  had 
fallen  only  20  per  cent,  in  1865,  and  is  now,  probably,  re- 
stored again  to  its  maximum  value,  and  will  buy  more  than 
twice  as  much  of  leading  commodities  as  it  would  during  the 
first  ten  years  of  the  century. 

The  facts  in  relation  to  the  variations  of  the  prices  of 
commodities,  or  what  is  the  same  thing,  the  variations  in  the 
purchasing  power  of  the  precious  metals,  are  well  agreed 
upon,  and  so  are  some  of  the  causes  of  these  variations.  But 
the  degree  of  the  efficiency  of  particular  causes  has  always 
been  debated,  as  is  also  the  question,  whether  certain  things 
are  to  be  reckoned  as  causes  at  all. 

It  is,  for  instance,  not  doubted  by  anybody,  that  the  revo- 
lutionary disturbances  commencing  in  1810,  in  the  Spanish- 
American  colonies,  the  then  principal  sources  of  the  supply  of 
the  precious  metals,  and  reducing  their  production — between 
1810  and  1830 — by  one  half,  and  afterwards,  by  a large  per 
centage,  below  that  of  a long  anterior  period,  in  connection 
with  the  increasing  wants  of  the  world,  account  mainly  for 
the  steadily  augmenting  value  of  money  after  1809.  Nor  is 
it  doubted  by  anybody,  that  it  is  to  the  California  gold  sup- 
plies, soon  reinforced  by  those  from  Australia,  that  we  should 
ascribe  the  diminishing  value  of  money  between  1849  and 
1865,  and  should  also  ascribe  the  fact,  that  if  it  has  now 
risen  again,  it  is  still  not  above  the  standard  of  1849,  where- 
as, without  the  new  sources  of  the  precious  metals,  it  would 
have  continued  to  rise,  as  it  had  been  rising  during  the  forty 
years  following  1809.  Nor  is  it  doubted  by  anybody,  that  the 
commerce,  debts,  investments  and  enterprises  of  mankind, 
constantly  and  conspicuously  enlarging  within  the  past  one 
hundred  years,  must  have  required  a constantly  enlarging 
stock  of  the  precious  metals,  to  preserve  an  equilibrium,  or 
any  approximation  to  an  equilibrium  in  prices. 

Why  prices  should  have  so  risen  and  the  value  of  money 
have  so  fallen,  between  1794  and  1809,  is  not  so  clear,  and 
has  been  persistently  debated.  No  causes  for  it  seem  beyond 
question,  except  that  the  drain  of  the  precious  metals  to  the 
East  had  not  attained  great  proportions  during  that  period, 
and  that  the  suspension  of  specie  payments,  notably  in  Great 
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Britain,  but  also  in  Austria,  Russia,  and  some  other  countries, 
must  have  liberated  for  employment  in  the  markets,  consider- 
able masses  of  gold  and  silver. 

How  much  effect  was  produced  by  the  gr^t  wars  which  at 
tended  the  French  revolution  of  1789,  and  the  subsequent 
career  of  Napoleon,  is  a matter  not  clear  in  theory,  and  has 
been  much  disputed  by  writers.  It  is,  however,  pretty  certain, 
as  a matter  of  fact,  that  wars  do  raise  prices,  and  that  the 
pacification  of  the  world  which  followed  the  battle  of  Wa- 
terloo, and  a fall  in  prices,  were  contemporaneous  events. 

One  cause  of  the  cheapening  of  many  commodities,  between 
1809  and  1849,  was  the  progress  of  invention  in  steam  power 
and  machinery,  and  of  improvements  in  navigation.  But  the 
same  cause  was  in  quite  as  full  operation  in  the  twenty-seven 
years  prior  to  1809,  which  witnessed  the  great  discoveries  of 
Watt  and  Arkwright,  and  it  was  in  spite  of  that  cause  that 
money  then  fell  in  value  and  commodities  rose  in  price.  If 
the  liberation  of  the  precious  metals  by  the  suspension  of 
specie  payments  in  England  and  elsewhere,  and  the  Napole- 
onic wars,  do  not  sufficiently  explain  it,  we  must  accept  it  as 
a fact  without  explanation,  or  as  Professor  Jevons  phrases  it, 
as  a fact  of  observation. 

The  general  result  seems  to  be,  that  the  value,  or  purchas- 
ing power,  of  the  precious  metals,  increased  enormously 
from  1809  to  1849;  that  the  subsequent  fall  in  their  value 
down  to  1865,  was  comparatively  slight,  and  has  probably 
been  since  quite  recovered  from ; that,  upon  the  whole,  gold 
and  silver  are  worth  at  least  double  what  they  were  at  the 
commencement  of  the  century ; and  that,  apparently,  the 
change  now  going  on  in  their  value,  is  in  the  direction  of  a 
rise  rather  than  a fall.  That  this  should  be  so,  is  very  little 
in  harmony  with  the  fears  expressed  in  the  early  days  of  the 
California  and  Australian  discoveries,  that  the  precious  metals 
would  become  dangerously  cheap.  Nor  is  it  any  more  in  har- 
mony with  the  popular  notion,  that  the  cost  of  living,  as 
measured  in  money,  is  far  greater  than  it  was  for  the  gener- 
ation preceding  our  own. 

Upon  this  last  point,  it  is  proper  to  observe,  that  the  value 
of  money  at  different  times,  is  measured  by  the  prices  of  the 
same  commodities  at  such  different  times,  and  that  if  people 
buy  more  commodities,  and  of  a more  expensive  kind,  they 
must  expect  to  pay  more  for  them.  If  we  could  be  content 
with  what  satisfied  our  fathers,  the  cost  of  living,  of  which  we 
complain,  would  be  less  formidable,  and  the  cheapening  of 
commodities  would  become  real  to  our  apprehension.  But  if, 
when  carpets  fall  one  half  in  price,  we  insist  upon  carpeting 
six  rooms  instead  of  one,  we  must  not  wonder  that  that 
branch  of  housekeeping  expense  increases  three-fold.  We 
must  not  expect  silks  at  the  price  of  calicoes,  or  three 
dresses  at  the  cost  of  one.  The  money  expense  of  living 
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depends  partly  upon  the  purchasing  power  of  money,  but  a 
good  deal  more  upon  the  habits  and  mode  of  living. 

No  event  more  thoroughly  aroused  the  attention  and  fixed 
the  interest  of  mankind,  than  the  discoveries  of  gold  in  Cal- 
ifornia and  Australia,  occurring  so  nearly  at  the  same  time 
as  to  be  substantially  simultaneous.  The  actual  outcome  of 
the  new  gold  was  exceedingly  great,  and  as  was  natural  in 
the  first  flush  of  the  excitement,  the  expectation  of  the  con- 
tinuing outcome  was  far  greater  than  the  fact  has  proved  to 
be.  The  integrity  of  the  standard  of  values  seemed  to  be 
threatened,  and  with  it  the  security  of  contracts,  and  all  the 
vast  interests  bound  up  in  the  general  stability  of  the  prices 
of  property.  It  is  little  wonderful  that  anxiety  was  felt  on 
every  hand.  Those  who  are  old  enough  remember  it  well, 
and  those  who  are  not  old  enough,  will  find  the  evidence  of 
it  in  the  literature  of  that  day.  Books  and  pamphlets,  which 
no  man  can  read,  or  even  number,  attest  how  wide-spreading 
and  absorbing  was  the  debate.  The  vigorous  Englishman, 
De  Quincey,  declaring  that  no  delusion  could  possibly  be 
greater  than  the  expectation  that  gold  would  remain  of  any 
value  whatever;  the  volatile  Frenchman,  Chevalier,  making 
Europe  resound  with  his  brilliant  appeals  to  the  governments 
to  lose  no  moment  in  demonetizing  the  dreaded  metal ; the 
ponderous  demonstrations  by  the  German  doctors,  of  the  cer- 
tainty and  completeness  of  the  impending  ruin ; all  are  pre- 
served as  imperishably  as  paper  and  ink  can  do  it.  Legisla- 
tion was  affected.  Germany  demonetized  gold,  Belgium  did 
the  same  thing  for  a season,  Holland  had  already  done  it 
just  before  the  discoveries,  France  was  sorely  pressed  to  do 
it,  and  the  government  of  India  prohibited  the  receipt  of 
gold  by  its  tax  gatherers. 

Never  were  fears  more  completely  falsified  by  the  event. 
The  new  flood  of  gold,  neither  affected  its  market  relation  to 
silver,  or  sensibly  and  permanently  depreciated  the  value  of  the 
two  precious  metals  combined,  and  it  is  to-day,  certain,  that 
instead  of  its  bein^  necessary  to  reduce  the  mass  of  money 
by  demonetizing  either  gold  or  silver,  there  is  imminent 
reason  to  apprehend  that  the  aggregated  supplies  of  both, 
will  be  insufficient  to  maintain  the  general  commercial 
stability.  It  is  not  a glut  of  the  precious  metals  which 
threatens  mankind,  but  a scarcity,  or,  it  may  be  more  correct 
to  say,  that  it  is  from  a scarcity  that  they  are  now  actually 
suffering.  Prices,  which  are  measured  by  them,  are  lamenta- 
bly falling  everywhere.  If  the  outcome  of  silver  shows  some 
increase,  that  of  gold  shows  a decrease.  The  needs  of  the 
world  for  them  are  constantly  enlarging;  there  is  no  reason 
to  apprehend  that  the  drain  of  them  to  the  East  has  received 
any  permanent  check ; and  it  is  plain  to  be  seen,  that  with 
two  hundred  millions  of  the  civilized  and  rich  populations  of 
Europe  and  the  United  States,  now  condemned  to  the  forced 
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use  of  paper  money,  enormous  masses  of  the  precious  metals 
must  be  required  to  restore  a normal  and  sound  condition  of 
things. 

The  substitution  for  this  forced  legal-tender  paper,  of  me- 
tallic money,  or  of  convertible  paper  money,  will  not  take 
place  in  this  generation,  if  either  gold  or  silver  is  demonet- 
ized. The  period  when  it  will  take  place,  even  on  the  old 
basis  of  the  double  money  of  gold  and  silver,  is  not  certain. 
But  whatever  doubts  may  exist  as  to  the  time  when  new  sup- 
plies of  the  precious  metals  may  be  required  and  used  in  the 
restoration  of  disordered  currencies,  there  is  none  as  to  the 
constant  new  demands  arising  from  the  increased  wealth  and 
commerce  of  the  world.  Nor  is  there  any  discernible  or 
probable  fact,  to  justify  the  opinion  that  the  demands  of  the 
East  will  fail  to  rise,  as  always  heretofore,  to  the  level  of  any 
supply  which  is  likely  to  exist.  Let  us  consider  briefly,  how 
exigent  these  two  demands  have  been  since  1849. 

The  London  Economisty  (May  ii,  1865,)  estimated  that  in 
the  fifteen  years  from  1849  to  1863,  both  incisive,  there  had 
been  an  increased  total  production  of  silver,  of  about  20  mil- 
lions of  pounds  sterling,  and  of  gold,  from  new  sources,  of  297 
millions ; the  gold  production  from  old  sources  remaining 
about  stationary.  Here  was  what  may  be  called,  an  extra 
supply  of  317  millions  sterling,  within  fifteen  years,  to  be  dis- 
posed of.  If  we  knew  what  the  previously  existing  stock 
was,  in  coin,  plate  and  other  forms,  we  should  know  by  what 
per  centage  this  extra  supply  augmented  it.  But  that  is 
what  we  do  not  know.  We  must  content  ourselves  with  the 
most  probable  conjectures.  If  we  reckon  it  at  two  thousand 
millions  sterling,  we  have  an  addition  of  sixteen  per  cent. 
Whatever  the  per  centage  may  have  been,  let  us  see  how 
quickly  it  was  swallowed  up  by  the  swelling  flood  of  the 
wealth  and  commerce  of  the  world,  and  by  the  insatiable  de- 
mands of  the  East. 

The  Economist  in  the  same  number  quoted  above,  states  that 
the  exports  of  British  and  Irish  produce  and  manufactures, 
increased  from  63  millions  sterling  in  1849,  to  160  millions  in 
1864;  that  the  exports  of  colonial  and  foreign  produce  in- 
creased from  18  millions  in  1854,  to  49  millions  in  1863;  and, 
that  the  imports  into  Great  Britain,  increased  from  152  mil- 
lions in  1854,  to  249  millions  in  1863.  The  Economist  adds : 

We  find  here  an  external  trade  doubled  in  the  last  twelve  years,  and  this 
external  trade  is,  we  believe,  but  a faint  representation  of  the  increase  of  trans- 
actions throughout  the  whole  of  our  domestic  industry.  But  not  only  has  this 
multiplying  process  been  carried  on  in  these  islands  ; it  has  prevailed  almost  as 
largely  in  France,  and  has  spread  all  over  Germany.  It  has  filled  Italy, 
arous^  Spain  from  its  long  lethargy,  and  penetrated  even  to  the  remote  prov- 
inces of  Russia.  No  comer  of  Europe  has  remained  insensible  to  the  new  stir 
of  industry  and  enterprise.  All  these  facts  are  indications  of  the  enormous  ad- 
dition which  has  been  made,  during  the  last  fifteen  years,  to  the  extent  and 
depth  of  the  channels  of  circulation  required  to  be  filled  with  metallic  money  in 
some  form  or  other.  The  truth  is,  that  with  the  present  extended  and  growing 
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commerce  of  the  world,  far  more  mischief  and  inconvenience  will  arise  from  the 
effect  of  what  seems  to  be  a continuous  gradual  decline  in  the  new  simplies  of 
gold,  than  from  any  effects  which  have  &wed  or  may  flow  from  the  Cdifomia 
and  Australian  discoveries. 

If  a total  movement  of  imports  and  exports  of  458  millions 
in  1863,  4,  was  a duplication  within  twelve  years,  there  was  a 
further  increase  of  one-third  in  the  nine  following  years,  the 
figures  for  1872  (the  latest  given  by  Appleton’s  Cyclopedia^ 
being  61 1 millions. 

In  Italy,  the  statements  being  made  in  dollars,  the  public 
revenue  increased  from  250  millions  in  1861,  to  550  millions 
in  1873,  ahd  the  aggregate  of  imports  and  exports  from  330 
millions  in  1869,  to  454  millions  in  1872. 

In  France,  the  statement  being  made  in  millions  of  francs, 
the  annual  average  for  five  years  from  1855  to  1859,  both  in- 


clusive, was : 

Imports 2,421 

Exports 2,616 

Ten  years  later,  the  annual  average  for  five  years  from, 
1865  to  1869,  both  inclusive,  was : 

Imports 3,934 

Exports 4,003 


These  statements,  except  as  to  British  commerce  for  the 
twelve  years  prior  to  1863,  cover  periods  when  prices  were 
falling,  and  indicate  a greater  increase  in  the  quantities  of 
commodities,  than  in  their  money  value. 

The  reports  of  all  commercial  countries  show  a similar  ad- 
vance, and  within  the  last  generation,  many  countries  have 
become  commercial,  which  were  not  so  before  in  any  appreci- 
able degree,  and  new  and  important  nations  have  arisen,  no- 
tably by  British  colonization,  in  quarters  of  the  globe  hither- 
to unoccupied. 

If  commerce  employs  coins,  it  is  wealth  which  consumes 
the  precious  metals,  or  fixes  them  in  plate  and  other  forms 
of  utility  or  magnificence ; and  who  will  compute  what  the 
increase  of  the  wealth  of  the  world  has  been  since  1849  ? 

Our  census  makers  give  the  true  value  of  the  property  in 
the  United  States,  as  follows : 


Years^  Dollars, 

1850 7.135.780 

i860 16,159,616 

1870 30,068,518 


Nearly  all  the  railroads  in  the  world  have  been  built  since 
1849.  It  was  about  that  time  that  Mr.  Webster  rounded  out 
one  of  the  most  magnificent  of  his  periods,  with  the  seven 
thousand  miles  then  existing  in  this  country.  We  have  since 
built  as  many  in  one  year  ( 1872 ),  and  have  to-day  eleven 
times  as  many.  The  first  one  was  opened  for  traffic  in  Great 
Britain,  in  1830 ; 5,500  miles  were  in  operation  in  remote 
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India,  iA  1873,  and  three  years  is  a long  time  ago  in  these 
days  of  rapid  progress.  And  the  advance  of  railroads  in 
mileage,  is  quite  equaled  by  their  advance  in  cost,  efficiency, 
annual  expenditures  and  annual  income.  The  four-track, 
steel  railway  from  Albany  to  Buffalo,  only  counts  in  miles 
as  much  as  the  same  length  of  single  track,  strap-iron  rail- 
road of  forty  years  ago;  but  in  appointments,  investment,  and 
employment  of  men  and  capital,  it  is  an  altogether  different 
thing. 

In  fine,  to  give  the  details  of  the  advance  of  the  world  in 
riches  during  this  generation,  would  be  to  give  the  current 
history  and  statistics  of  all  the  continents ; since  even  Africa 
has  felt  the  general  movement  at  more  than  one  point.  The 
oldest  cities  in  the  old  world,  renewing  their  youth,  and  em- 
ulating in  the  rapidity  of  their  growth  the  rising  cities  of  the 
new;  the  charts  of  both  the  oceans  and  all  the  seas,  striped 
with  the  lines  of  steamships ; the  wide  Atlantic  divided  into 
belts  to  diminish  the  risks  of  collision  between  outgoing 
and  incoming  steamers ; railroads  sweeping  up  the  ancient 
valleys  of  Hindostan  to  the  base  of  the  Himalayas,  while  in 
the  new  world  they  are  spanning  the  Andes  far  above  the 
clouds ; private  companies  wielding  the  revenues,  not  of  duke- 
doms, but  of  kingdoms,  and  individual  opulence  so  abounding 
and  diffused,  that  it  must  be  reckoned  not  in  millions  but  in 
milliards,  to  be  any  longer  a distinction ; the  picture,  to  have 
all  its  effect,  must  be  drawn  in  all  its  details,  and  that  is  not 
possible  upon  a canvas  narrowed  to  the  limits  of  an  article 
in  a review.  But  no  picture  need  be  drawn  of  what  is  in 
the  current  and  familiar  knowledge  of  everybody. 

The  increase  of  the  needs  of,  and  uses  for,  the  precious 
metals,  is  far  greater  than  any  actual  or  probable  increase  in 
their  supply,  and  if  we  have  escaped  the  stringency  and  dis- 
tress of  a real  famine,  it  is  only  by  an  enormous  multiplica- 
tion of  the  devices  of  credit,  banking  and  representative 
money,  which,  while  it  excites  admiration  by  its  skill  and 
efficiency,  ought  to  excite  and  does  excite  in  thoughtful 
minds,  apprehensions  for  the  stability  of  a system,  of  which 
the  sharp  and  constant  vibrations  indicate  only  too  well 
the  dangers  of  overwhelming  catastrophes. 

Nor  is  it  less  certain,  that  if  by  possibility,  the  precious 
metals  should  be  temporarily  in  excess  in  Europe  and 
America,  the  East  will  restore  the  equilibrium.  That  has 
been  so  in  all  historical  times  since  the  days  of  the  Romans, 
and  depends  upon  facts  likely  to  be  permanent  hereafter. 
With  hundreds  of  millions  of  people,  civilized  and  industrious, 
without  mines,  but  with  products  of  both  art  and  nature, 
rich  and  rare,  the  nations  of  the  East  will  never  cease, 
either  to  want  gold  and  silver,  or  to  have  the  means  to 
acquire  them.  It  is  not  more  certain  that  water  tends  to  a 
level,  than  that  the  precious  metals  will  flow  over  to  the 
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Orient  from  the  Occident,  precisely  in  the  degree  in  which 
they  become  abundant  in  the  latter.  The  theory  is  so,  and 
the  fact  is  so. 

Humboldt  estimated,  that  of  the  43  millions  of  dollars,  the 
product  of  the  American  mines  at  the  commencement  of  this 
century,  25  millions  were  sent  to  Asia,  and  never  to  return. 

Professor  Jevons,  in  his  book  on  Money^  1875,  says: 

Asia,  then  ts  the  great  reservoir  and  sink  of  the  precious  metals.  It  has 
saved  us  from  a commercial  revolution,  and  taken  off  our  hands  many  millions 
of  bullion  which  would  be  worse  than  useless  here.  And  from  the  earliest  his- 
torical ages,  it  has  stood  in  a similar  relation  to  Europe.  In  the  middle  ages, 
it  relieved  Europe  of  the  excess  of  Spanish-American  treasure,  just  as  it  now 
relieves  us  of  the  excess  of  Australian  treasure. 

MacPherson,  Commerce  unth  India^  says: 

The  Indian  trade  arose  to  a considerable  magnitude,  at  the  same  time 
that  the  American  mines  began  to  pour  their  treasure  into  Europe,  which  hap- 
pily has  been  preserved  from  being  overwhelmed  by  the  inunction  of  the 
precious  metals,  as  it  must  have  been  if  no  such  exportation  had  taken  place. 
Raynal,  affirms,  that  the  Spaniards  must  have  abandoned  their  most  productive 
mines  in  America,  as  thev  had  already  abandoned  many  of  the  less  productive 
ones,  if  the  progress  of  the  depreciation  of  silver  had  not  been  somewhat  re- 
tarded by  the  exportation  of  it  to  India. 

In  a work  entitled  Drain  of  Silver  to  the  East^  dated  at 
Calcutta,  in  1863,  W.  Nassau  Lee,  says: 

Up  to  1814,  no  great  change  in  the  normal  state  of  things  was  percepti- 
ble ; but,  in  that  year,  consequent  upon  the  great  increase  of  British  imports 
which  followed  the  breaking  up  of  the  old  East  India  Company’s  monopoly,  the 
flood  of  silver  to  India  began  to  shallow,  and  in  1832 — ^ it  had  almost  dried 
up.  From  this  time  the  tide  continued  to  ebb  and  flow  with  uncertain  fluctuations 
until  1849-501,  when  it  set  in  with  redoubled  strength,  and  has  since  been  in- 
creasing in  depth  and  breadth  with  such  rapidity  as  to  cause  some  alarm  for  the 
equilibrium  of  prices  in  India. 

The  returns  of  trade  with  England  and  China,  have  for  some  years  shown  an 
annual  balance  of  f 10,000,000  m favor  of  India. 

This  drain  of  the  precious  metals  to  the  East,  deserves  and 
will  require  a separate  and  independent  consideration.  We 
only  propose  now  to  note  the  general  fact,  that  it  is  always 
greatest  when  Europe  most  abounds  in  them,  which  is  pre- 
cisely what  we  should  believe  without  any  special  proof  of  it. 
When  merchandise  is  low  in  price,  it  is  that,  rather  than 
money,  which  is  sent  in  exchange  for  Eastern  products,  and 
in  turn,  those  products  are  purchased  in  greater  quantities 
and  more  paid  for  them,  when  gold  and  silver  are  abundant 
and  cheap.  The  East  received  25  of  the  43  millions  of  dol- 
lars mined  in  America  at  the  commencement  of  this  century, 
but  received  less  when  American  mining  fell  off  one-half,  in 
1810,  in  consequence  of  revolutionary  troubles.  As  money 
became  scarcer  in  Europe  after  1809,  as  shown  by  Professor 
Jevons,  “ the  flood  of  silver  to  India  began  to  shallow^'  and  not 
to  revive  ag^in  till  the  new  mines  of  California  and  Australia 
were  opened. 

In  the  thirty  years  ending  with  and  including  1850,  the 
official  statements  of  the  balance  of  imports  of  the  precious 
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metals  over  exports,  of  the  Presidencies  of  India,  show  an 
annual  average  of  ^1,671,000.  In  the  six  years  ending  with 
and  including  1856,  this  annual  average  suddenly  swelled 
to  ;;^6, 3 20,000.  The  London  Economist  fixes  the  annual 
average  export  of  treasure  from  Europe  to  India  and  the 
Levant,  for  the  five  years  ending  with  and  including  i86i,  at 
an  annual  average  of  13^^  millions  sterling;  for  1862,  at  18 
millions;  and  at  23  millions  for  each  of  the  years  1863  and 
1864,  when  our  civil  war  gave  the  cotton  supply  to  India.  It 
has  since  declined,  with  the  somewhat  diminishing  production 
of  the  precious  metals,  and  with  the  largely  increasing  Euro- 
pean demand  for  them,  but  it  is  still  great,  ( the  balance  of 
imports  into  India  for  1872  being  ^^10,097,720,)  and  will  not 
fail  to  rise  to,  and  even  surpass  all  former  examples,  if  these 
metals,  now  distressingly  deficient,  shall  become  again  more 
abundant. 

Mr.  Lee,  a most  intelligent  writer,  and  thoroughly  informed 
on  Indian  topics,  says  that  metallic  money  was  little  known 
there  fifty  years  ago,  trade  being  principally  barter,  and  the 
revenue  of  the  native  rulers,  which  includes  land  rent,  being 
paid  in  kind.  The  British  collect  their  revenue  in  money,  the 
use  of  which  for  other  purposes  is  also  constantly  enlarging. 
This  compelled  an  Indian  coinage  of  1,245  niillions  of  silver 
rupees,  or  about  600  millions  of  dollars,  from  1851  to  1866. 
Mr.  Lee,  says,  that  (in  1863)  the  use  of  money  was  still 
not  common,  outside  of  cities,  and  to  supply  a general  use 
of  it  in  India,  would  require  the  enormous  additional  sum  of 
four  hundred  millions  sterling,  or  two  thousand  millions  of 
dollars.  He  bases  his  estimate  on  an  amount  per  capita^  equal 
to  what  is  employed  in  Great  Britain,  but  believes  that  India, 
with  less  use  of  credits  and  representative  money,  would 
require  a greater  ratio.  Mr.  Lee  estimates  the  Indian  popu- 
lation at  180  millions.  It  is  known  to  be  larger  than  it  was 
then  ( 1863,)  supposed  to  be.  In  the  statement  made  to  the 
British  Parliament  in  1873,  by  the  Secretary  of  State  for  India, 
the  area  was  fixed  at  1,576,746  square  miles;  the  population 
of  British  India  proper,  at  190,895,548,  and  the  population  of 
the  ( so  called ) native  states,  under  British  control,  at 
46,245,888. 

Ofj  still  more  populous  China,  we  know  far  less  than  of 
India.  It  seems  to  be  true  that  its  only  coined  money  is  of 
the  base  metals,  and  that  silver  and  gold  are  used  as  such 
only  by  weight.  If  also,  as  affirmed  by  some,  this  use  is  only 
common  among  the  merchants  at  trading  points  on  the  coast, 
the  possibilities  of  a Chinese  absorption  of  the  precious  metals 
for  currency  purposes,  dwelt  upon  by  some  English  writers,  are 
not  exaggerated. 

The  world  is  large.  The  Comstock  lode  will  not  revolu- 
tionize it.  Potosi  has  failed  to  do  that  in  three  centuries. 
If  now,  rich  mines,  heretofore  the  monopoly  of  barbarous. 
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poor,  or  inefficient  races,  are  found  within  the  territories  of 
the  most  vigorous  offshoots  of  the  European  nations,  and  are 
being  exploited  by  abundant  capital,  it  is  in  the  fullness  of 
time,  and  when  the  needs  of  mankind  for  the  precious 
metals  seem  to  surpass  all  possible  supplies.  Deplorable,  in- 
deed, will  it  be,  if  this  beneficence  of  nature,  instead  of  being 
accepted  with  thankfulness,  shall  be  thwarted  and  rendered  of 
no  avail  by  human  folly  and  perversity. 


A CENTURY  OF  FINANCE  IN  THE  UNITED  STATES. 

By  J.  S.  Gibbons. 

( Continued  from  May  number^ 

Fifth  Paper.  The  Revenue  System — its  origin  and  its  destruc- 
tion. Retrospect.  The  Independent  Treasury  fatal  to  scien- 
tific financial  organization. 

A retrospect  of  the  sources  of  revenue  is  necessary  to  give 
a clear  understanding  of  the  general  history  of  our  financial 
system,  so  far  as  it  deserves  that  characterization. 

The  first  convention  of  delegates  at  Annapolis,  in  1786,  to 
consider  the  subject  of  a constitution,  had  for  its  main  object 
the  establishment  of  a protective  tariff.  The  same  purpose  was 
dominant  in  the  second  convention,  (1787,)  when  the  constitu- 
tion was  framed.  There  was  no  manifest  difference  of  public 
opinion  on  the  subject.  It  was  regarded  as  vital  to  the  es- 
tablishment of  political  independence. 

It  was  still  fresh  in  the  common  memory,  how  England  had 
oppressed  the  colonies  by  penal  enactments  against  every 
form  of  domestic  manufactures.  The  importance  of  this  ques- 
tion is  too  serious  to  be  overlooked  in  a financial  history,  and 
will  justify  a brief  sketch  of  facts,  showing,  not  only  that  the 
tariff  was  necessary  to  revenue,  but  that  it  was  the  chief 
“ stone  of  the  corner  **  on  which  our  fathers  designed  to  erect 
the  grand  superstructure  of  Republican  independence  and  per- 
sonal equality. 

In  1699  the  British  parliament  prohibited  the  colonies  ex- 
porting wool  or  woolen  goods,  or  carrying  them  from  one 
colony  to  another.  In  1719  it  declared  the  erection  of  man- 
ufactories calculated  to  lessen  the  dependence  of  the  colonies 
on  the  mother  country — an  act  instigated  by  the  complaints 
of  British  merchants.  In  1731  the  Board  of  Trade  was  in- 
structed to  inquire  into  the  laws  which  allowed  the  establish- 
ment of  manufactories  in  the  colonies  ; and  in  the  subsequent 
year,  it  reported  that  Massachusetts  had  passed  such  laws, 
and  that  the  people  of  New  York,  Connecticut,  Rhode  Island, 
and  Maryland,  were  “ making  woolen  and  linen  garments  for 
their  own  family  use.”  They  were  also  weaving  flax  and 
hemp  into  coarse  bags  and  ropes.  The  British  Board  of  Trade 
recommended  that  an  immediate  stop  be  put  to  such«prac- 
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tices.  Parliament  promptly  prohibited  the  exportation  from  the 
colonies  of  hats,  or  trading  in  them  from  one  colony  to 
another,  by  ships,  carts  or  horses.  No  man  was  allowed  to 
set  up  business  as  a hatter,  who  had  not  served  seven  years 
in  it  ; nor  to  have  more  than  two  apprentices  ; and  no  black 
person  was  allowed  to  work  at  the  trade.  Iron  mills  for  slit- 
ting and  rolling,  and  plating-forges,  were  forbidden  under 
penalty  of  five  hundred  pounds.  Finally,  as  the  colonies 

waxed  stronger  in  spite  of  the  oppression  of  the  mother 
country,  apprehension  was  created  that  they  would  outgrow 
the  ability  of  the  home  government  to  keep  them  in  subjec- 
tion ; and  the  right  of  taxation  without  representation  was 
asserted.  Lord  Chatham  declared  in  parliament  that  “ he 
would  not  allow  the  Americans  to  make  a hob  nail  ; ” another 
noble  lord  added,  ‘‘  nor  a razor  to  shave  their  beards.” 
Against  this  extremity  of  oppression  the  Americans,  after  vain 
protest,  severed  their  connection  with  England,  by  open 
war.  “The  revolution  they  sought  for  and  effected,”  says  an 
eloquent  historian,  “was  a revolution  in  public  economy — the 
nominal  change  from  the  relations  of  a colony  to  the  position 
of  an  independent  State,  was  of  no  consequence  without  this  ; 
and,  if  the  British  crown  had  granted  it,  or  never  taken  it 
away,  the  American  fathers  would  never  have  desired  a sepa- 
ration. There  could  have  been  no  motive — no  object.  It  was 
purely  and  exclusively  to  establish  a new  and  American 
system  of  public  economy.” 

The  same  author  asserts  that  the  “ commercial  troubles  of 
the  confederated  States,  were  greater  than  they  had  ever 
been  until  the  adoption  of  the  constitution  in  1789  — and 
that  the  independence  acquired  was  merely  nominal,  all  and 
solely  for  want  of  a protective  system,  which  could  not  be 
put  in  force  under  such  a rope  of  sand  as  the  articles  of  con- 
federation. * * The  States  in  their  isolated  positions  tried 
to  protect  themselves,  and  only  made  the  matter  worse  by 
( mutual ) interference  till  at  last,  being  on  the  verge  of  dis- 
solution as  an  independent  nation,  on  account  of  this  great 
defect,  the  Federal  constitution  was  adopted  as  a remedy.” 

Accordingly,  the  earliest  action  of  the  new  government  was 
on  the.  question  of  establishing  a protective  system,  A bill  was 
introduced  in  Congress  by  Mr.  Madison,  with  a preamble  be- 
ginning as  follows : 

“ Whereas,  it  is  necessary  for  the  support  of  government, 
for  the  discharge  of  the  debts  of  the  United  States,  and  for 
the  encouragement  and  protection  of  manufactures,  that  duties 
be  laid  on  goods,  wares . and  merchandise  imported  : Be  it  en- 
acted, &c.”  This  bill,  the  first  tariff  act  of  the  United  States, 
was  signed  by  President  Washington,  on  the  4th  of  July,  1789. 
How  far  it  reflected  the  sober  judment  of  the  statesmen  of 
that  day,  may  be  ascertained  by  the  public  debates  in  Con- 
gress, and  by  numerous  official  documents  relating  to  the  sub- 
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ject.  Of  the  first  eleven  Presidents  of  the  Union,  two  only — 
the  elder  Adams  and  James  K.  Polk,  dissented  from  the  plan 
of  import  duties  as  the  basis  of  our  fiscal  system.  The  mes- 
sages and  writings  of  Washington,  Jefferson,  Madison,  Monroe, 
the  younger  Adams,  Jackson,  Van  Buren,  Harrison,  and  Taylor, 
furnish  ample  evidence,  not  simply  of  mere  concurrence  with 
the  tariff  policy  as  a scource  of  revenue,  but  of  its  essential, 
complete,  and  permanent  identification  with  the  character  of 
the  government,  and  with  those  established  principles  of  econ- 
omy, to  the  justice  and  expedience  of  which  the  commercial 
history  of  every  civilized  nation,  and  the  opinions  of  the  most 
eminent  philosophical  writers,  bear  witness. 

The  writer  quoted  continues  in  the  following  strain  ; 

“The  Government  and  institutions  of  the  United  States 
started  into  being  on  the  basis  of  the  protective  policy — were 
begotten  by  it.  This  policy  was  the  native  genius  of  the 
people ; it  was  the  natural  growth  of  their  position,  of  their 
struggles,  and  of  their  original  and  subsequent  relations.  For 
this  they  were  forced  into  the  revolution  ; for  this  they  were 
forced  out  of  the  confederation  ; to  secure  this  they  adopted 
the  Federal  constitution.” 

President  Jackson  in  his  second  annual  message  to  Con- 
gress, referring  to  the  “ indispensable  power  ” of  maintaining 
a tariff,  says,  “ without  it,  our  political  system  would  present 
the  anomaly  of  a people  stripped  of  the  right  to  foster  their 
own  industry,  and  to  counteract  the  most  selfish  and  destruc- 
tive policy  which  might  be  adopted  by  foreign  nations.”  (1830.) 

It  is  apparent  from  these  facts  that  our  financial  system, 
in  the  beginning,  was  intelligently  constructed  : first,  by  the 
creation  of  a certain,  fixed,  and  permanent  source  of  revenue, 
adequate  to  all  the  emergencies  of  national  life ; and  second, 
as  heretofore  shown,  by  the  establishment  of  the  former  Bank 
of  the  United  States,  whereby  the  revenue  was  maintained  in 
a fruitful  and  living  service  of  circulation  for  the  benefit  of 
commerce  and  industry.  So  long  as  this  system  was  ad- 
hered to  the  fiscal  interests  of  the  government  were  pros- 
perous. No  sooner  was  its  completeness  impaired  by  the  re- 
fusal of  Congress  to  renew  the  charter  of  the  National  Bank, 
(1811,)  than  the  system  was  plunged  into  chaos.  The  cur- 
rency became  disordered  and  general  embarrassment  of  credit 
ensued,  which  speedily  resulted  in  the  suspension  of  specie 
payments  ( 1814.)  The  committee  of  Ways  and  Means  of  the 
House  of  Representatives,  to  which  was  referred  that  part  of 
the  President’s  message  ( 1830,)  which  related  to  the  Bank  of 
the  United  States,  in  describing  the  general  condition  of 
affairs  at  that  time,  used  the  following  language  : 

“ In  less  than  three  years  after  the  expiration  of  the  charter 
of  the  bank,  the  war  with  Great  Britain  having  taken  place 
in  the  mean  time,  the  circulating  medium  became  so  disordered, 
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the  public  finances  so  deranged,  and  the  public  credit  so  im- 
paired, that  * * Mr.  Dallas,  who  then  presided  over  the 
Treasury  department,  with  the  sanction  of  President  Madison, 
and,  as  it  is  believed,  every  member  of  the  Cabinet,  recom- 
mended to  Congress  the  establishment  of  a National  Bank, 
as  the  only  measure  by  which  the  public  credit  could  be  re- 
vived, and  the  fiscal  resources  of  the  government  redeemed 
from  a ruinous,  and  otherwise  incurable  embarrassment ; and 
such  had  been  the  impressive  lesson  taught  by  a very  brief, 
but  fatal  experience,  that  the  very  institution,  which  had  been 
so  recently  denounced  and  rejected  by  the  Republican  party, 
being  now  recommended  by  a Republican  administration,  was 
carried  through  both  branches  of  Congress  as  a Republican 
measure,  by  an  overwhelming  majority  of  the  Republican 
party.” 

The  restoration  of  the  financial  system  to  its  original  com- 
pleteness, as  far  as  forms  went,  produced  an  immediate  change 
for  the  better  in  the  fiscal  affairs  and  credit  of  the  govern- 
ment, and  in  the  general  state  of  business  on  which  those 
affairs  and  that  credit  entirely  depended.  Specie  payments 
were  quickly  resumed,  and  the  revenue  became  prosperous. 
In  a single  year  ( partly,  no  doubt,  as  the  consequence  of  re- 
stored peace,)  it  increased  from  sixteen  to  forty-eight  million 
dollars.  The  national  credit  revived,  and  all  uneasiness  on 
that  score  was  at  an  end.  But  the  general  system  of  the  fi- 
nances had  received  a shock  from  which  it  never  fully  recov- 
ered. It  had  been  shown  that  solid  as  the  fabric  seemed,  the 
violence  of  party  spirit  was  such  that  it  might  be  toppled  and 
overturned  by  the  action  of  a single  session  of  Congress  and 
the  State  Legislatures.  The  one  had  destroyed  in  an  utterly 
reckless  mood,  the  most  influential  institution  for  good  that 
existed  in  the  country  ; and  the  others  had  created  a mis- 
cellaneous brood  of  small  institutions  for  the  most  part,  with 
“ straw  ” capital,  to  fill  the  place  left  vacant  by  it.  A real 
capital  of  ten  million  dollars,  with  the  superstructure  which 
twenty  years  of  successful  business  had  erected  upon  it,  was 
swept  away,  and  banks  with  an  aggregate  nominal  capital  of 
forty  million,  with  fifty  million  of  irredeemable  paper  currency, 
were  created  to  fill  the  blank ! * The  incorporation  of  the 
second  national  institution,  added  twenty-five  million  dollars 
of  capital  to  the  new  mass.  The  change  from  i8ii,  when  the 
former  charter  expired,  to  i8i6,  when  the  new  one  was 
granted  by  Congress,  is  shown  as  follows  : 

Capital.  Paptr  hsutf. 

1811  ...  f 52,720,601  ...  29  to  30  million.  (Gallatin.) 

1816  ...  124,822,422  ...  68  **  70  **  do. 

Such  was  the  financial  revolution  that  was  effected  in  the 
short  space  of  seven  years,  sufficient  by  the  common  theory 
which  requires  a certain  relation  between  the  volume  of  com- 

* Ante  3<J  Period. 
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merce  and  the  instrument  for  carrying  it  on,  to  derange  the 
whole  superstructure  of  values,  and  to  destroy  all  confidence 
( as  it  re^ly  did,)  in  the  permanency  of  our  financial  institu- 
tions ! But  in  spite  of  this  adversity,  the  vast  and  beneficial 
power  of  a consolidated  capital  acting  in  harmony  with  the 
revenue  department  of  the  Government,  succeeded  in  carrying 
the  immense  weight  of  the  superfluous  credit,  created  in  the 
shape  of  bank  notes,  nominal  bank  capital  and  loans  on 
merely  personal  security,  which  composed  the  general  mass 
of  current  obligations.  Excepting  a period  of  inevitable  re- 
action consequent  upon  the  embarrassments  caused  by  bad 
legislation,  and  by  the  violent  rupture  of  the  fiscal  system  in 
1812-16,  a reaction  which  was  attended  by  severe  local  disor- 
ders in  1819,  the  country  resumed  its  normal  march  of  pros- 
perity ; and  from  the  latter  date  ceased  to  be  disturbed  by 
any  extraordinary  fluctuations  or  casualties  in  its  general 
economy.  The  official  reports  of  the  Treasury  department 
afford  ample  testimony  to  the  accuracy  of  this  statement. 

From  the  foregoing  sketch  we  are  led  to  the  conclusion  that 
the  foundation  of  all  fiscal  success  depends  on  the  right  man- 
agement of  the  revenue ; and  that  the  right  management  of 
the  revenue,  in  its  turn,  fertilizes  the  sources  from  which  it 
springs,  and  exerts  a beneficent  influence  over  every  field  of 
labor,  and  through  every  channel  of  industry  in  which  the 
people  are  employed.  The  often-quoted  aphorism  of  Burke 
deserves  to  be  engraved  ineffaceably  on  the  national  mind. — 

The  Rerenu€  of  the  State  is  the  State.  In  effect  all  depend  upon  it,  whether 
for  support  or  for  reformation  ; as  all  great  qualities  of  the  mind  which  operate 
in  pu^c,  and  are  not  merely  suffering  and  passive,  require  force  for  their  dis- 
play— I had  almost  said  for  their  unequivocal  existence.  The  Revenue,  which 
IS  the  spring  of  all,  becomes  in  its  administration  the  sphere  of  every  active 
virtue  ; public  virtue  being  of  a nature  magnificent  and  splendid,  instituted  for 
great  things,  and  conversant  about  great  concerns,  requires  abundant  scope  and 
room,  and  cannot  spread  and  grow  under  confinement,  and  in  circumstances  narrow 
and  sordid.  Through  the  revenue  alone  the  body  politic  can  act  in  its  true  genius 
and  character ; and  therefore  it  will  dbplay  just  as  much  of  its  collective  virtue 
as  it  is  possessed  of  a just  revenue. 

The  success  of  any  system  of  financial  management,  must 
depend  on  the  strict  maintenance  of  the  correlations  of  which 
it  is  composed.  If  these  correlations  be  ruptured,  there  is  no 
longer  a system,  but  mere  accident,  which  can  result  in  noth- 
ing else  than  chaos.  We  have  seen  that  the  management  of 
the  revenue,  instituted  by  Hamilton,  was  attended  by  complete 
success  so  long  as  the  Bank  of  the  United  States  continued 
to  act  as  the  fiscal  agent  of  the  Government  ; and  that  no 
sooner  was  this  service  interrupted  by  the  suspension  of  the 
agency,  than  the  harmony  of  the  system  was  destroyed.  The 
removal  of  the  deposits  in  October,  1873,  and  the  action  of 
Congress,  which  put  a determinate  end  to  the  existence  of  the 
Bank,  marks  the  period  when  the  fiscal  affairs  of  the  govern- 
ment fell  into  disorder  and  ceased  to  wear  the  character  of  a 
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system.  The  revenue,  instead  of  being  deposited  under  the 
guarantees  of  law,  where  it  was  unfailingly  subject  to  the 
drafts  of  the  Treasury,  was  bartered  out  by  mercenary  politi- 
cians, who  were  in  favor  with  the  executive  power  at  Washing- 
ton, to  such  of  the  local  banks  as  paid  them  the  highest 
bribes  for  their  influence  in  obtaining  it.  The  banks  loaned 
it  to  merchants  and  brokers,  from  whom  it  could  not  be  re- 


covered when  demanded  to  meet  the  obligations  of  the  Gov- 
ernment, and  it  was  made  unavailable  by  the  suspension  of 
specie  payments  in  1837.*  This  was  an  exact  repetition  of 
what  took  place  in  1814,  after  the  repeal  of  the  charter  of  the 
former  national  bank.  One  lesson  was  not  enough  to  deter 
the  treasury  officers  from  placing  the  revenue  with  untrust- 
worthy custodians. 

The  following  analytical  table  exhibits  the  total  of  revenue 
received  from  all  sources  from  1791  to  1875.  It  exhibits,  i,  the 
amount  derived  from  each  source  separately  ; 2.  the  amount 
from  all  sources  within  certain  periods  in  which  the  law  re- 
mained without  change ; and  3,  the  general  total  for  the 
whole  period  from  the  organization  of  the  government  to  the 
latest  official  reports  in  1875. 


Customs 1791  to  1833 

1834  “ 1846 
1847  **  i860 


S 623,903,062 
243,128,047 
708,082,957 


1861  “ 187s 

Internal  > ...  1792  **  1848 
Revenue  > ...  1862  “ 1875 
Direct  Tax....  1800  “ 1839 

1863  “ 187s 
Public  Lands  1796  “ 1833 

1834  “ 1846 


1,575,114,066 

2,130,878,080 


44,594,913 

76,203,956 


i 3705,992, 146^ 
22,278,013 
2,066,331,219 
12,744,738 
14,810,189 


1847  “ i860 
1861  “ 1875 


120,798,869 

55,202,421 

24,436,257 


Miscellaneous  1791  “ 1833 
1834  “ 1846 
1847  “ i860 
1861  “ 1875 


9,861,650 

23,914,302 

14,424,954 

252,540,414 


Dividends. 


200,437,547 


300,741,320 

9,720,136 


Total  of  Revenue,  excepting  Loans  and  Treasury  Notes.. .$  6,333,055,308 
Summary  of  Receipts  from  all  Sources. 


Customs^ 

1791  to  1833  . $623,903,062 
1834  “ 1846  . 243,12^047 

1847  “ i860  . 708,082,957 

1861  “ 1875  • 2,130,878,080 


Loans,  Tr.  Notes, 

. $248,771,413 

169,25^435 
. 187,151,066 

. 10,662,138,620 


Total. 

. $872,674,475 
412,380,482 
895,234,023 
. 12,793,016,700 


i 3. 705.99*. *46  $ *i.*67,3I3,534 

* Ante. 


S 14.973.305.680 
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This  summary  furnishes  a striking  example  of  the  possible 
influence  of  revenue  on  the  economic  conditions  of  a coun- 
try. In  each  of  the  four  periods,  the  method  of  administering 
the  fiscal  affairs  of  the  Government  was  different,  as  follows: 

From  1791  to  1833  (excepting  the  years  1811  to  1816)  the 
receipts  on  account  of  revenue  were  deposited  in  the  Bank 
of  the  United  States,  and  were  immediately  reabsorbed  in 
the  common  mass  of  active  capital. 

From  1834  to  1846,  the  deposits  were  made  in  certain 
selected  banks,  and  were  in  like  manner  absorbed  in  the 
common  eapital ; but  those  banks  becoming  embarrassed 
through  the  disorders  consequent  on  the  enforced  liquidation 
of  the  Bank  of  the  United  States,  and  the  suspension  of 
specie  payments,  (1837)  the  deposits  became  unavailable;  and 
the  Government  was  obliged  to  resort  to  the  issue  of 
treasury  notes  to  meet  the  disbursements. 

From  1847  to  i860  the  revenues  were  deposited  in  the 
Independent  .Treasury;  and  as  the  law  constituting  the  bureau 
provided  that  the  receipts  and  payments  should  be  in  gold 
and  silver  coin  only,  and  that  the  coin  should  remain  uncon- 
ditionally sequestered  until  restored  to  circulation  through 
the  disbursements,  this  was  nothing  less  than  the  complete 
excision  of  so  much  capital  from  the  uses  of  commerce,  and 
could  not  fail  to  plunge  the  whole  financial  system  of  the 
country  into  serious  disorder. 

From  1861  to  1875,  an  extraordinary  and  complicated 
regime  ruled  the  Treasury  Department.  The  breaking  out  of 
the  civil  war  ruptured  all  relations  of  trade  between  the 
northern  and  the  southern  states.  Commerce  was  prostrated; 
the  banks  were  pushed  by  the  force  of  circumstances  towards 
liquidation,  and  never  before  held  such  an  accumulation  of 
specie.  It  was  apparent  that  heavy  loans  would  be  required 
to  meet  the  expenses  of  the  Government.  A bill,  introduced 
by  the  Honorable  E.  G.  Spaulding,  of  New  York,  was  passed 
by  Congress  (August  5,  1861)  repealing  that  part  of  the 
Independent  Treasury  Law  which  prohibited  the  use  of 
banks  as  fiscal  agents  of  the  treasury. 

The  design  of  the  bill  was  to  facilitate  the  taking  up  of 
the  loans,  by  allowing  the  payments  to  be  made  in  certified 
checks  on  ^‘solvent  specie  paying  banks,*'  instead  of  requiring 
them  to  be  paid  in  gold.  The  master  point  in  fiscal  man- 
agement at  this  juncture,  was  to  save  the  precious  medium 
from  the  liability  of  being  scattered,  and  withheld  in  private 
hoards,  as  is  the  universal  practice  in  time  of  war.  The 
banks  were  the  possessors  of  the  bulk  of  all  the  specie  in  the 
country  for  the  redemption  of  their  deposits  and  issues  of 
paper  currency.  The  moment  this  should  be  taken  out  of 
their  custody  where  it  was  held  in  trust  for  the  maintenance 
of  specie  payments,  those  payments  must  inevitably  be  sus- 
pended. And  in  that  extremity  would  follow  the  reign  of 
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irredeemable  paper  money,  the  consequent  increase  of  price 
in  all  the  munitions  and  requirements  of  war,  an  unrestricted 
swell  of  debt,  oppressive  taxation  and  all  those  embarrass- 
ments of  which  we  are  now  having  a deplorable  experience. 
These  and  like  considerations  formed  the  subject  of  repeated 
conferences  between  the  bank  officers  of  the  chief  northern 
cities,  and  the  Secretary  of  the  Treasury.  It  was  represented 
by  the  former  that  for  the  Government  to  insist  on  the 
positive  transfer  of  the  specie  from  the  bank  reserve  to  the 
vaults  of  the  Independent  Treasury,  was  to  enforce  the 
suspension  of  specie  • payments  by  the  banks;  that  those 
institutions  were  in  an  exceptionally  strong  condition,  free 
from  all  strain  on  commercial  account,  and  capable  of  gfiving 
effective  support  to  the  Government  if  adopted  as  part  of 
the  fiscal  machinery.  The  Secretary  was  deaf  to  every  con- 
sideration but  the  unconditional  transfer  of  the  gold  in 
payment  of  the  bank  subscription  of  one  hundred  and  fifty 
million  dollars  to  the  national  loans.  It  was  the  argfument  of 
the  bank  officers,  that  it  was  a question  of  managing  the 
revenue,  which  had  formerly  been  done  on  the  same  prin- 
ciples that  the  commercial  business  of  the  country  was 
conducted.  The  volume  of  the  commercial  business  was  far 
greater  than  the  business  of  the  war,  and  if  the  greater 
thing  could  be  done  by  maintaining  the  specie  reserve  in  the 
banks,  and  making  it  subservient  to  the  common  business  of 
the  country,  why  not  the  less?  Still  the  Secretary  remained 
immovable.  Had  Mr.  Spaulding’s  bill  been  obligatory  on 
the  Treasury  department  instead  of  discretionary  with  Mr. 
Chase,  there  is  every  reasonable  ground  for  the  assumption, 
now  freely  expressed  in  the  light  of  experience,  that  the 
suspension  of  specie  payments  might  have  been  averted,  and 
the  expenses  of  the  war  restricted  to  values  in  gold,  instead 
of  being  swelled  to  twice  or  three  times  that  value  in  an 
irredeemable  and  depreciated  currency  ! 

It  remains  only,  for  the  general  purposes  of  this  sketch,  to 
direct  the  attention  of  the  reader  to  the  prodigious  volume 
of  revenue  exhibited  in  the  table,  that  he  may  form  his  own 
judgment  of  the  effect  of  the  two  methods  by  which  it  was 
administered.  The  total  sum  collected  was  but  a fraction 
short  of  fifteen  thousand  million  dollars  ; and  the  same  being 
disbursed,  gives  the  effect  of  a united  volume  of  thirty 
thousand  million  dollars  distributed  in  perpetual  flow  and 
ebb  over  the  period  named.  As  already  observed,  in  the 
period  from  1791  to  1833,  there  was  no  separation  of  the 
revenue  (capital)  from  its  correlations  in  commerce ; and  con- 
sequently there  could  be  no  injurious  effects  experienced. 
But  can  it  be  conceived  that  our  national  economy  should  be 
free  from  perturbation,  while  subject,  as  it  has  been  through 
the  remainder  of  the  period  up  to  1875,  to  the  unceasing 
alternate  abstraction  and  return  of  capital,  indefinite  both 
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as  to  time  and  amount,  with  a balance  in  the  Treasury 
permanently  withheld,  of  a sum  fluctuating  between  ten 
million  and  two  hundred  million  dollars!  Accordingly  we 
find  that  during  the  regime  of  Hamilton’s  method  of  ad- 
ministering the  revenue,  which,  with  exceptions  and  modi- 
fications, covered  about  forty  years  of  our  financial  history, 
there  was  no  suspension  of  specie  payments,  and  no  financial 
disorders  which  could  not  be  traced  to  foreign  causes.  We 
find  also,  that  all  the  economic  revulsions  and  financial 
embarrassments  which  disfigure  our  past  records,  have 
originated  under  the  regime  of  the  Independent  Treasury, 
the  characteristic  feature  of  which  is  an  utter  incongruity 
with  every  principle  of  sound  commercial  reasoning  and 
successful  commercial  practice. 

The  term  capital  in  the  foregoing  reasoning  is  used  in  a 
general  and  popular  sense,  as  embracing  whatever  constitutes 
the  effective  reserve  and  support  of  business.  The  conjoined 
force  of  circumstances,  pure  credit  included,  not  unfrequently 
outweighs  the  influence  of  merely  pecuniary  means,  however 
great  these  may  be. 


INSTITUTE  OF  BANKERS  IN  SCOTLAND. 

An  association  has  recently  been  formed  in  Scotland  under 
the  title  of  The  Institute  of  Bankers,”  of  which  two 
branches  are  now  organized,  one  in  Edinburgh,  the  other  in 
Glasgow.  Its  object  is  to  encourage  and  aid  the  junior 
members  of  the  banking  classes  in  the  improvement  of  their 
professional  and  intellectual  qualifications.  The  Institute  is 
under  the  management  of  a council,  principally  chosen  from 
the  officers  of  the  different  Scotch  Banks.  Arrangements 
have  been  made  for  the  delivery  of  courses  of  lectures 
upon  banking,  and  on  kindred  topics  important  to  it. 
Classes  also  are  to  be  formed  for  the  study  of  book-keeping 
and  other  subjects.  Lectures  and  classes  are  both  to  be  free 
to  members  and  to  associates,  and  examinations  in  specified 
subjects  are  to  be  held.  Success  in  undergoing  such  examin- 
ations, and  other  qualifications,  are  to  determine  certain  dis- 
tinctions in  membership.  The  expenses  of  lectures  and 
classes  are  to  be  defrayed  by  the  banks,  for  the  benefit  of 
those  attending  them. 

The  Edinburgh  branch  of  this  Institute  was  opened  on 
January  13th,  in  the  hall  of  the  Young  Men’s  Christian  As- 
sociation. There  was  a very  numerous  attendance,  all  the 
banks  in  the  city  being  largely  represented.  Mr.  Davidson, 
Treasurer  of  the  Bank  of  Scotland,  occupied  the  chair,  and 
the  platform  was  filled  by  prominent  officers  and  directors 
of  the  several  banks.  The  inaugural  address  was  delivered 
by  Lord  Gifford,  and  was  received  with  a degree  of  enthu- 
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siasm  which  evinces  marked  interest  in  the  new  enterprise. 
The  closing  portion  of  Lord  Gifford’s  address,  as  reported  in 
the  Edinburgh  Courant^  was  as  follows : 

He  found  in  their  deed  of  constitution  that  the  object  of 
the  Institute  was  defined  thus : “To  improve  the  qualifica- 
tions of  those  engaged  in  banking,  and  to  raise  their  status 
and  influence.”  That  was  the  purpose — a noble  object,  and 
the  means  by  which  this  was  proposed  to  be  effected  were 
these  (in  the  words  of  the  constitution)  “by  encouragement 
and  aid  offered,  especially  to  the  younger  of  the  profession, 
in  their  professional  studies  and  in  their  general  intellectual 
improvement.”  The  Institute,  then,  as  he  understood  it,  in- 
tended to  advance  the  qualifications,  the  status,  and  the  in- 
fluence of  bankers,  by  aiding  their  professional  and  general 
culture — that  was,  by  assisting  them  to  cultivate  themselves. 
He  took,  then,  as  a topic  to  glance  at  for  a few  minutes,  and 
to  commend  to  them  for  expansion  in  other  hours,  “ Self- 
culture— general  and  professional.”  Although  it  might  sound 
very  commonplace  to  talk  of  self-culture,  and  although  on 
such  a subject  he  could  say  or  suggest  nothing  new,  he  was 
comforted  by  a very  firm  conviction,  entertained  not  of  yes- 
terday, that  great  general  principles,  if  true,  were  never  com- 
monplace, and  that  they  could  never  cease  to  be  interesting 
in  their  infinite  and  ever  changing  applications.  Culture 
might  be  defined  quite  generally,  but  still  quite  accurately, 
as  the  change  in  nature  and  in  function  which  was  effected 
by  continued  special  treatment.  The  continued  special  treat- 
ment which  produced  culture  — /.  ^.,  which  produced  the 
change  in  nature  or  in  function — was  often  called,  and  mi^ht 
always  be  quite  properly  called,  education.  Everything  which 
produced  or  tended  to  produce  change  in  nature,  in  culture, 
in  character,  in  tastes,  or  in  habits,  was  education  in  the 
broad  sense  of  the  word,  and  it  was  in  operation  from  the 
beginning  to  the  end  of  life.  Every  kind  of  influence  of  cli- 
mate, of  food,  of  habit,  of  employment,  of  amusement;  every 
exertion  and  exercise  of  body  or  of  mind,  whereby  life  and 
character  might  be  affected,  was,  in  the  true  meaning  of  the 
word,  “education.”  Culture,  and  the  treatment  or  education 
which  produced  it,  might  be  considered  as  of  three  kinds,  in 
each  of  which,  however,  all  of  them  participated.  He  named 
these  thus  — first,  ancestral  culture;  second,  external  culture, 
or  culture  from  without ; and  third,  self  culture.  There  was 
first,  then,  the  culture  and  education  or  training  which  our 
parents  and  ancestors  had  received,  and  the  benefits  of  which 
(good  or  bad)  we  derived  from  them  by  the  wonderful  law 
called  the  law  of  heredity,  by  which  the  qualities  of  the  pa- 
rent (going  very  far  back)  were  transmitted  to  the  child. 
The  second  species  of  culture  was  derived  from  the  educa- 
tional forces  which  were  all  around  us,  and  to  which  we  were 
necessarily  or  accidentally  exposed.  We  were  taught  by  every- 
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thing  we  touched  and  by  everything  that  touched  or  jostled 
us.  Everything  was  a schoolmaster  to  us,  and  in  the  truest 
sense  our  schoolmasters  were  abroad.  The  third,  and  in  one 
view  the  most  important  kind  of  culture — self-culture — which 
was  more  peculiarly  suggested  by  their  deed  of  constitution, 
was  that  to  which  a man  conscientiously  and  voluntarily  gave 
himself,  or  to  which  he  deliberately  and  intentionally  exposed 
himself,  in  order  that  he  might  be  moulded  and  changed  and 
modified  thereby.  This — the  very  definition  was  most  strik- 
ing, most  startling  — this  was  self-culture.  It  was  the  most 
wonderful,  most  marvelous,  stupendous,  power  given  to  every 
man,  consciously,  intentionally,  willingly,  and  deliberately  to 
change  his  own  nature ; to  make  himself  by  his  own  act  a 
different  creature,  a changed  being  from  what  he  was  before. 
God’s  own  creative  energy  was,  as  it  were,  handed  to  us,  and 
He  seemed  to  say  — He  actually  said,  “Make  yourselves  what 
you  please.”  His  lordship  then  proceeded  to  select  one  or 
two  of  the  chief  requisites  for  successful  culture,  enumerating : 
First,  “ determination,”  a fixed,  firm,  and,  he  had  almost 
said,  a dogged,  resolution  not  to  be  moved  by  anything 
short  of  personal  violence ; secondly,  “ impression,”  by  which 
he  meant  depth  of  keenness,  the  accuracy  and  sharpness,  with 
which  their  studies  should  be  carried  on,  and  their  culture  ad- 
vanced ; thirdly,  “ iteration,”  repetition,  over  and  over  again, 
line  upon  line,  precept  upon  precept,  stroke  upon  stroke ; and 
fourthly,  “continuance,”  — perseverance.  Faithfully  use,  (said 
his  lordship  in  concluding)  these  four  words — resolution,  im- 
pression, iteration,  and  continuance  — and  culture  shall  be 
yours ; culture,  the  word  of  ambition  of  the  present  day, 
which  opens  the  treasure-house  of  the  past  and  the  long  gal- 
leries of  the  future  ; culture,  which  unites  in  one  sympathetic 
bond  of  holy  feeling  every  creature  that  God  has  made;  cul- 
ture, in  the  highest  sense,  which  fits  for  the  life  that  now  is, 
and  for  that  which  is  to  come. 

The  number  of  members  and  associates  of  the  Institute, 
had  reachedi  in  February,  a total  of  six  hundred.  The  num- 
bers who  attend  the  lectures  in  Edinburgh,  were  then  one 
hundred  and  eighty,  and  the  classes  ninety. 

At  the  opening  of  the  branch  Institute  in  Glasgow,  Mr. 
Gairdner,  of  the  Union  Bank,  presided,  and  Sheriff  Dickson 
delivered  the  inaugural  address.  After  sketching  the  general 
history  of  banking,  and  the  qualities  which  a banker  ought 
to  possess,  the  speaker  dwelt  upon  the  special  subjects  with 
which  the  thorough  banker  should  be  familiar.  These  in- 
cluded a practical  knowledge  of  book-keeping,  both  the 
higher  and  the  ordinary  branches  of  arithmetic,  and  to  some 
extent  algebra;  a knowledge  of  political  economy,  chiefly  in 
those  branches  relating  to  the  causes  which  promote  or 
depress  commercial  enterprise,  and  which  hx  the  relative 
values  of  commodities,  labor  and  money.  To  these  qualities 
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he  added  a knowledge  of  the  value  of  coins,  the  ability  to 
distinguish  genuine  and  to  detect  forged  signatures,  and  a 
capacity  for  appreciating  the  probable  success  or  failure  of 
joint-stock  and  other  similar  adventures,  so  as  to  detect  the 
hollowness  of  a bubble  scheme,  and  to  discern  the  elements 
of  success  in  those  which  a judicious  and  timely  confidence 
might  assist  to  be  useful  and  profitable.  The  young  banker 
should  also  study  the  law  bearing  upon  his  business,  and  the 
scope  of  that  study  is  very  wide,  as  it  embraces  the  constitu- 
tion and  the  discharge  of  obligations,  with  the  evidence  of 
both.  He  needs  also  some  acquaintance  with  the  stamp 
laws;  with  the  transfer  by  indorsement  and  otherwise,  not 
only  of  mercantile  documents  but  other  securities ; the  nature 
and  effect  of  bills  of  lading,  the  laws  of  bankruptcy,  the  ne- 
gotiation of  bills  of  exchange,  and  many  other  subjects  on 
which  he  was  glad  to  see  they  would  have  a course  of  lec- 
tures. After  pointing  out  that  a knowledge  of  mankind  was 
essential  to  the  banker,  his  lordship  devoted  the  remainder  of 
his  address  to  an  exposition  of  what  that  knowledge  com- 
prised, and  a series  of  excellent  counsels  as  to  how  it  can  be 
attained. 

The  Chairman,  in  the  course  of  his  remarks,  explained  that 
the  purpose  of  the  Institute  was  to  carry  on  the  education 
of  young  men  engaged  in  the  service  of  banks,  and  by 
means  of  examinations  to  confer  a superior  status  on  those 
who  showed  themselves  to  be  efficient.  He  also  described  at 
length  the  nature  of  the  studies  in  which  the  members  were 
to  be  engaged. 

The  number  of  members  enrolled  at  Glasgow  was  at  the 
time  of  this  meeting  one  hundred  and  seventy-eight,  and  of 
associates  two  hundred  and  forty-three.  The  names  entered 
for  classes  was  one  hundred  and  thirty-nine,  and  for  lectures 
over  three  hundred. 


We  shall  watch  with  interest  the  reports  of  this  Institute, 
and  will  duly  lay  before  our  readers  its  progress'  and  results. 
Such  an  association  is  evidently  capable  of  effecting  great 
benefit  to  its  individual  members  and  to  the  important  pro- 
fession to  which  they  belong.  The  many  who  feel  a deep 
interest  in  our  own  Bank  Clerks'  Associations,  will  doubtless 
study  carefully  the  workings  of  this  new  undertaking,  reports 
of  which  we  hope  to  receive  hereafter  from  its  official  sources 
direct. 
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Inquiries  of  Correspondents. — Seve^  interesting  questions  are  deferred 
until  our  August  number  for  want  of  space  in  the  present  issue. 

The  Hon.  B.  H.  Bristow,  Secretary  of  the  Treasury,  tendered  on  June  lytl^ 
his  resignation  of  that  office,  to  take  effect  on  June  20th,  Urgent  private  busi* 
ness  is  stated  to  be  his  reason  for  taking  this  step,  the  announcement  of  which 
is  received  with  very  general  regret 

The  Hon.  Lot  M.  Merrill,  Senator  from  Maine,  was  nominated  by  the 
President  as  Secretary  of  the  Treasury,  on  the  2ist  of  Tune,  and  was  immedi- 
ately and  unanimously  confirmed  by  the  Senate  without  the  usual  reference  to  a 
committee.  His  acceptance  of  the  appointment  is  not  yet  annoimced. 

Mr.  John  C.  New,  Treasurer  of  the  U.  S.,  tendered  to  the  President  on 
June  2ist  his  resignation  of  that  office,  to  take  effect  July  1st 

Expenses  of  National  Bank  Redemption. — On  June  ist  a bill  was  re- 
ported to  the  House  from  the  Banking  and  Currency  Committee,  as  a substitute 
for  the  Townsend  bill ; it  substantially  re-enacts  the  provisions  of  the  old  law  rel- 
ative to  redemption  and  reissue  of  national  bank  currency.  The  leading  feature 
of  the  new  bill  is  a provision  that  the  Treasurer  shall  assess  upon  the  banka 
the  charges  for  transportation  of  notes  sent  by  or  returned  to  them,  and  the  ex- 
pense of  assorting,  redeeming  and  destroying  such  notes,  and  also  the  charges 
of  transportation  on  notes  received  for  the  credit  of  the  five-per-cent  redemp- 
tion fund ; tiie  amount  so  assessed  upon  each  association  to  be  credited  in  its 
account  with  the  Treasurer  against  the  tax  due  from  such  association  upon  its 
ciiculaticm;  and  the  associations  hereafter  organized,  shall  severally  reimburse  to 
the  Treasurer  the  cost  of  engraving  and  printing  such  plates  as  shall  be  ordered 
by  each  association  respectivdy. 

The  Issue  of  Silver  Coin. — On  June  nth,  the  House  of  Representatives 
passed  two  bills  providing  for  the  issue  of  silver  coin  in  exchange  for  legal  tenders. 
The  first  of  these  is  known  as  the  Frost-Payne  bill,  and  was  reported  with 
amendments,  being  passed  as  follows  : 

“That  the  Secretary  of  the  Treasury,  under  such  limits  and  regulations  as 
will  best  secure  a just  and  fair  distribution  throughout  the  country,  may  issue 
silver  coin  now  in  the  Treasury  to  any  amount  not  exceeding  $ 10,000,000,  in 
exchange  for  an  equal  amount  of  legal-tender  notes,  and  the  notes  so  received 
in  exchange  shall  be  kept  as  a special  fund  separate  and'  apart  from  all  other 
money  in  the  Treasury,  and  be  issued  only  upon  the  retirement  and  destruction 
of  a nke  ,sum  of  fractional  currency,  received  at  the  Treasury  in  payment  of  dues 
to  the  United  States ; and  said  fractional  currency,  when  so  substituted,  shall  be 
destroyed  and  held  as  part  of  the  sinking  fund,  as  provided  in  the  act  approved 
April  17,  1876.” 

The  bill  introduced  by  Mr.  Randall  was  also  passed  as  below,  except  the 
wcuds  in  italics,  which  were  stricken  out  on  motion  of  Mr.  Regan  of  Texas. 

“That  in  addition  to  the  amoimt  of  su^sidiar^  coin  authorized  by  law  to  be 
issued  in  the  redemption  of  fractional  currency,  it  shall  be  lawful  to  manufacture 
at  the  several  mints  and  issue  through  the  Treasury  and  its  several  offices,  such 
coin  to  the  amount  of  $ 20^ooo,ooa 

“Section  2. — ^That  the  silver  bullion  required  for  this  purpose  shall  be  pur- 
chased from  time  to  time  at  the  market  rate,  by  the  Seoretaiy  of  the  Treasury 
with  any  money  in  the  Treasupr  not  otherwise  appropriated,  and  the  resulting 
coin  may  be  issued  in  the  ordinary  disbursements  of  tne  Treasury  or  in  exchange 
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for  legal-tender  notes  at  par ; but  no  purchase  of  bullion  shall  be  made  imder 
this  act  when  the  market  rate  for  the  same  shall  be  such  as  will  not  admit  of 
the  coinage  and  issue  or  exchange  as  herein  provided,  without  loss  to  the  Treas- 
ury, and  any  gain  or  seigniorage  arising  from  this  coinage  shall  be  accounted  for 
and  paid  into  the  Treasury  as  provided  under  existing  laws  relative  to  subsidiary 
coinage,  provided  that  the  amount  of  money  at  any  one  time  invested  in  such 
silver  bullion  exclusive  of  such  resulting  coin  shall  not  exceed  $ 1,000,000. 

**  Section  3. — That  trade  dollars  shall  not  hereafter  be  a legal  tender,  and 
the  Secretary  of  the  Treasury  is  hereby  authorized  to  limit  from  time  to  time 
the  coinage  thereof,  to  such  an  amount  as  he  may  deem  sufficient  to  meet  the 
export  demand  for  the  same.” 

A Convention  of  Bank  Officers  and  Bankers  met  at  Washington,  on  June 
2ist.  Dr.  G.  Volney  Dorsey,  President  Citizens’  National  Bank  of  Piqua,  O.,  was 
called  to  the  chair,  and  Mr.  John  C.  Hopper,  of  New  York,  was  appointed 
Secretary.  The  Clearing  House  of  Cincinnati  was  represented  by  D.  J Fallis, 
its  President,  and  H.  W.  Hughes,  who  were  authorized  to  represent  the  col- 
lective banks  of  that  city ; and  from  other  places  leading  citizens  were  in  like 
manner  empowered  to  act  for  the  banks  in  their  respective  vicinities  On 
motion  of  H.  W.  Hughes,  of  Cincinnati,  the  following  resolutions  were  offered 
and  unanimously  adopted  : 

Whereas^  The  general  stagnation  of  trade  and  commerce,  together  with  the 
depressed  industries  of  the  country,  are  making  the  present  bank  taxes  abso- 
lutely unbearable,  and  which,  if  not  promptly  repealed,  must  end  in  the  disso- 
lution of  a large  number  of  banking  institutions,  and  the  withdrawal  of  banking 
capital  as  an  investment,  throughout  the  land  ; therefore. 

Resolved^  That  the  members  of  this  convention  proce^  in  a body  before  the 
Committee  on  Banking  and  Currency  to-morrow  morning  at  10.30,  the  time 
designated  for  the  hearing,  and  dach  member,  so  far  as  possible,  present  his 
views  and  the  views  of  those  whom  he  represents,  and,  to  facilitate  the  same, 
no  longer  than  five  minutes  shall  be  occupied  by  any  one  present  before  said 
committee. 

Resoleed,  That  those  present  at  the  convention  also  appear  before  the  Com- 
mittee on  Ways  and  Means  in  relation  to  the  numerous  petitions  before  them 
for  the  removal  of  the  use  of  stamps  on  bank  checks,  in  the  same  order  of 
proceeding  as  before  the  Committee  on  Banking  and  Currrency. 

Resolved,  That  after  the  members  of  this  convention  have  appeared  before 
both  committees  as  above,  they  shall  meet  again  in  this  place  to  decide  on  any 
further  action,  if  any  there  be,  that  may  be  deemed  desirable. 

On  motion  of  D.  Skilling,  President  First  National  Bank  of  Winchester,  111., 
the  following  resolution  was  offered  and  unanimously  adopted  : 

Resolved,  That  the  bill  now  before  the  Banking  and  Currency  Committee, 
providing  for  the  **  Redemption  Agency  expenses”  to  be  taken  out  of  the  bank 
taxes,  meets  with  our  hearty  concurrence,  and  that  the  members  of  this  conven- 
tion press  the  importance  of  the  same  upon  the  consideration  of  said  committee. 

On  motion  of  D.  J.  Fallis,  President  of  the  Merchants’  National  Bank  of 
Cincinnati,  the  following  resolution  was  offered  and  adopted  : 

Resolved,  That  the  President  and  Secretary  of  this  meeting  lay  the  whole 
matter  before  the  Committee  on  Banking  and  Currency,  in  the  name  of  this 
convention,  and  such  other  statements  as  may  be  made  by  those  present  to  cor- 
roborate the  same. 

The  delegates  smpeared  before  the  Committee  on  Banking  and  Currency 
of  the  House  of  Representatives,  on  the  22d.  The  committee  listened  to 
explanations  as  to  the  injurious  effect  of  the  present  taxes.  The  conven- 
tion asked  for  a uniform  tax  on  the  par  value  of  stocks  throughout  the 
United  States,  and  that  surplus  capital  should  be  exempt  from  taxation,  inas- 
much as  surplus  promotes  confidence  and  strengthens  the  banks.  Represen- 
tative Payne  stated  that  no  le^slation  was  now  contemplated  on  the  subject  of 
taxation,  it  being  one  of  delicacy  when  considered  in  connection  with  the 
present  state  of  business.  The  Committee  would,  however,  be  pleased  to 
receive  any  suggestion,  as  legislation  might  be  had  at  the  next  session  of  Con- 
gress. 
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Mechanics  and  Traders  Savings  Institution. — On  Tune  12th,  Mr.  Ellis, 
Superintendent  of  the  Bank  Department,  applied  for  a receiver  of  the  Mechanics 
and  Traders*  Savings  Institution  at  New  York,  to  wind  up  its  affairs.  The 
bank  w*as  examined  last  April  by  George  W.  Reid,  bank  examiner,  who  re- 
ported to  the  snperintendent  a deficiency  of  about  $90,000,  resulting  from  a de- 
preciation of  its  Donds  of  Southern  States.  These  l^nds  cost  the  bank  about 
$ 466,000,  and  had  on  January  1st  a market  value  of  only  $ 237,000^  which 
has  since  shrunk  to  a much  smaller  sum.  The  amount  due  depositors  on  Jan- 
uary 1st  was  $ 1)977}  572;  it  is  now  stated  at  about  $ 1,490,00a  An  order  by 
the  Supreme  Court  to  show  cause  why  a receiver  should  not  be  appointed  was 
heard  at  Special  Term,  at  Hudson,  on  June  2a  After  hearing  coimsel  and  the 
statements  of  Geo.  W.  Reid,  Bank  Examiner,  and  A.  T.  Conklin^,  President  of 
the  bank,  the  Court  announced  that  a receiver  should  be  appointed 

Mr.  James  Gallatin,  formerly  President  of  the  Gallatin  National  Bank, 
died  on  May  igth,  in  Paris,  France,  where  he  had  been  living  since  1868,  the 
time  of  his  retirement  from  the  Presidency  of  the  bank.  Mr.  Gallatin  was  eighty 
years  of  age,  and  was  a son  of  Albert  Gallatin,  Secretary  of  the  Treasury  dur- 
ing the  administration  of  Mr.  Jefferson.  He  was  dunng  his  earlier  years  a 
broker,  in  partnership  with  his  brother,  Albert  R.  Gallatin,  who  is  still  livi^, 
but  when,  m 1838,  he  succeeded  his  father  as  President  of  the  bank  with  which 
the  family  name  has  been  for  so  many  years  identified,  he  ^ve  up  all  other 
business.  Mr.  Gallatin  held  this  position  for  thirty  years,  retiring  finally  in  1868, 
when  he  went  to  Europe.  He  returned  to  this  country  only  once  afterward,  in 
1873,  when  he  remain^  for  a few  weeks. 

Primitive  Book-keeping. — Daniel  Drew’s  curious  testimony,  which  shows 
that  he  kept  no  books  of  account  for  his  complicated  stock  transactions,  makes 
it  probable  that  this  was  one  of  his  habits  as  a drover  which  he  has  kept  up 
through  life.  In  a partnership  suit  between  two  drovers,  brought  in  this  city 
some  years  a^o,  the  evidence  was  that  thw  made  a “wad”  of  the  money 
which  each  originally  put  into  the  concern.  Whichever  acted  as  the  buyer  of  cattle 
— sometimes  one  and  sometimes  the  other — carried  the  “wad  each  put  into 
it  what  he  received,  and  each  drew  from  it  what  he  spent  After  some  years, 
they  divided  the  “wad”  equally.  That  was  all  there  was  of  their  system  of 
book-keeping. — N,  K Tribune, 


Extensive  Fraud. — ^The  Yorkville  Savings  Bank  of  this  city  received  on  de- 
posit since  May  1st,  from  a man  calling  himself  F.  A.  Tilden,  a number  of 
checks  drawn  by  banks  in  the  interior  of  the  State,  amounting  to  over  $ 25,000. 
Against  these  credits  the  depositor  drew  some  $ 18,000.  Upon  comparison  of 
monthly  accounts  current  early  in  June,  these  drafts  wnre  found  to  be  raised 
from  small  sums.  It  seems  to  have  been  Tilden’s  plan  to  obtain  small  drafts 
from  various  country  banks  through  a traveling  accomplice,  which  drafts  were 
altered  by  chemical  means  to  any  amount  desired.  The  Yorkville  bank  has  paid 
back  so  much  of  the  money  received  as  Tilden’s  balance  would  cover,  but  refuses 
to  make  good  the  remainder.  Efforts  at  compromise  through  arbitration  are 
being  made. 


Arrival  of  Passengers  at  New  York. — ^The  statistics  of  immigration 
show  a continued  falling  oft  of  the  number  of  steerage  passengers  landed  at  this 
port,  and  a much  smaller  aggregate  of  cabin  passengers  than  has  been  anticipated, 
m view  of  the  attractions  of  the  Centennial  Exposition.  The  following  is  the 
comparative  exhibit  for  the  first  five  months  of  this  and  last  year  : 


Steerage  Passengers. 

Aliens 

Naturalized  citizens,  or  here  before. 

Cabin  Passengers. 

Aliens 

Naturalized  citizens,  or  here  before. 


Total  of  all  classes 


January  i to  May  31. 


187s 

1876. 

32,168 

21,612 

12,308 

44.476 

7.167 

*8,779 

2,065 

3.38s 

8,390 

I0.4SS 

7.979 

U.364 

54,931 

40,143 
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California — The  Pacific  Bank  of  San  Francisco,  iriiose  increase  of  capital 
from  $ 800,000  to  $ 1,000,000  was  mentioned  in  our  June  number,  did  not  di- 
minish in  so  doing  its  surplus  fund.  The  capital  was  entirely  paid  up  in  U.  S. 
gold  coin,  the  surplus  remaining  at  $381,849. 

Las  Angeles, — The  Commercial  Bank  at  Los  Angeles,  which  has  been  in  op- 
eration since  December  1,  1875,  1^  un  authorize  capital  of  $300,000,  of 
which  a second  installment  of  twenty-five  per  cent,  was  paid  on  Jime  ist.  The 
remainder  is  to  be  paid  up  dur^  this  year.  The  officers  are : M.  S.  Patrick, 
President ; E.  F.  Spence,  Cashier. 

The  Connecticut  Interest  Law.— The  rate  of  interest  in  Connecticut 
was  originally  established  at  six  per  cent,  and  so  remained  until  1873,  when 
parties  were  permitted  to  contract  at  any  rate.  In  1873  the  maximum  was 
fixed  at  seven  per  cent,  and  in  1874,  this  was  made  the  legal  rate  when  the 
parties  did  not  agree  to  take  less.  The  text  of  the  present  law  is  as  follows  : 

The  comp^sation  for  forbearance  of  property  loaned  at  a fixed  valuation  or  for 
money,  shall  in  the  absence  of  any  agreement  to  the  contra^,  be  at  the  rate  of 
seven  per  cent  a year,  and  no  more  shall  be  taken  for  forbearance,  than  at 
such  rate  upon  any  contract  for  such  loan ; but  the  borrower  may  pay,  or  agree 
to  pay,  the  taxes  assessed  and  paid  upon  the  loan,  except  when  made  by  a sav- 
ings bank,  and  the  insurance  upon  the  estate  mortgaged  to  secure  the  loan,  or 
both ; and,  in  computing  interest,  three  hundred  and  sixty  days  may  be  consid- 
ered to  be  a year ; and  any  person  who  shall  receive  for  forbearance  more  than 
at  the  rate  herein  authorize  shall  forfeit  the  value  of  the  money  or  property 
so  received  to  any  person  who  shall  sue  therefor  within  one  year  thereafter. 

Sec.  2.  Interest  at  the  rate  of  seven  per  cent  a year,  and  no  more,  may  be 
recovered  and  allowed  in  civil  actions,  including  actions  to  recover  money  loaned 
at  a greater  rate,  as  damages  for  the  detention  of  money  after  it  becomes  paya- 
ble. 

The  Connecticut  House  of  Representatives,  by  a vote  of  138  to  70,  passed, 
in  June,  a bill  to  reduce  the  maximum  rate  of  interest,  the  rate  hereafter,  if 
not  mentioned,  to  be  six  per  cent.  The  bill  did  not  pass  the  Senate  but  was 
put  over  until  next  term. 

The  Burdens  of  Bank  Taxation. — The  Chicago  Tribune^  spring  of  the 
national  banks  of  that  city,  thus  describes  a condition  of  things  which  is  not  con- 
fined to  that  localitv  : 

“While  paper  shows  scarce  and  profits  lessen,  taxes  hold  their  own.  The 
imce  of  everything  but  government  cheapens.  In  the  case  of  one  bank  all  its 
earnings  for  a quarter  were  spent  in  paying  its  taxes.  Banks  are  beginning  to 
ask  themselves  whether  the  national  charter  whistle  doesn’t  cost  them  all  it  is 
worth,  or  more.  Some  of  them  are  seriously  discussing  the  profitableness  of 
giving  up  their  charters  and  continuing  in  business  under  the  State  law,  and 
others  propose  to  nominally  reduce  their  capital  to  escape  taxation.” 

Illinois. — The  firm  of  Abell,  Dole  & Ferguson,  Mattoon,  has  been  converted 
into  a joint  stock  company,  under  the  style  of  “ The  Farmers  and  Merchants’ 
Bank,”  the  officers  being  M.  B.  Abell,  I^sident ; George  R.  Gibson,  Cashier. 
The  new  organization  will  fully  retain  the  established  business  of  the  old  firm, 
having  the  advantages  of  ample  experience,  capital  and  credit 

Iowa — The  Bank  of  Fort  Madison,  ( Lee  County,)  has  elected  the  following 
new  officers,  viz  : Charles  Brewster,  Ptesident,  and  Joseph  A.  Smith,  Cashier. 
Their  statement  of  June  7th,  is  before  us  and  is  a very  satisfactory  exhibit 
They  tender  their  services  to  correspondents  having  business  for  that  vicinity. 

Maryland. — One  of  the  oldest  bank  officers  in  the  United  States,  Mr.  True- 
man Cross,  of  Baltimore,  died  suddenly  on  the  afternoon  of  June  2d,  in  his 
seventy-ninth  year.  Mr.  Cross  was  bom  in  Prince  George’s  County,  Md,  com- 
ing to  Baltimore  when  a young  man.  In  1825  he  enter^  the  Commercial  and 
Farmers’  Bank  as  note-clerk  ; was  afterward  Receiving  teller ; subsequently  Pay- 
ing teller,  and  in  1842  was  elected  Cashier,  in  which  position  he  continu^ 
until  the  day  of  his  death. 
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Rhode  Island. — The  following  Acts,  in  relation  to  Bills  of  Exchange  and 
Drafts,  were  passed  April  ao,  1870. 

Chapter  551. 

Section  i.  Any  person  upon  whom  a oill  of  exclumge  or  draft  is  drawn 
which  re<mires  acceptance  shall  have  until  two  o’clock  in  the  afternoon  of  the 
business  next  succeeding  the  presentation  thereof,  in  which  to  decide  whether 
or  not  be  will  accept  the  same  : provided  however,  that  all  bills  of  exchange  or 
drafts  which  may  be  for  cause  held  over  one  day,  shall,  when  accepted,  date 
from  the  day  of  presentation. 

Sec  2.  This  act  shall  take  effect  on  and  after  the  first  day  of  May,  A.  D.  1876. 
Chapter  552. 

An  Act  in  amendment  of  Chapter  129  of  the  General  Statutes,  **Of  Bills  of 

Exchange  and  Promissory  Notes.” 

Section  i.  All  bills  of  exchange  drawn  at  sight,  due  and  payable  within 
this  State,  and  in  which  there  is  not  a provision  to  the  contrary,  shall  be  al- 
lowed three  days  grace. 

Sec.  2.  Section  4 of  Chapter  129  of  the  General  Statutes  is  hereby  repealed. 

Sec  3.  This  act  shall  take  effect  on  and  after  the  first  day  of  June,  A.  D.  1876. 

It  is  to  be  i^retted  that  any  legislation  in  this  day  should  tend  to  retain  so 
useless  a relic  of  antiquity  as  days  of  grace.  They  should  be  cut  off  wherever 
and  whenever  possible  to  do  so,  until  the  business  community  shall  be  entirely 
rid  of  them. 

Utah. — At  a meeting  of  the  Board  of  Directors  of  the  Salt  Lake  City  Na- 
tional Bank  of  Utah,  the  following  resolution  was  offered  and  unanimously 
adopted  : 

Resohfed^  That  in  view  of  the  restrictions  imposed  by  law  upon  the  operations 
of  National  Banks,  and  in  view  also  of  the  character  and  condition  of  the  busi- 
ness of  this  community,  the  interests  of  the  stockholders  will  be  best  subserved 
by  winding  up  the  business  as  a National  Bank  and  surrendering  the  govern- 
ment charter. 

Afterwards,  at  a meeting  of  the  stockholders  of  said  bank,  a resolution,  con- 
firming the  action  of  the  Board  of  Directory  was  unanimously  adopted  The 
bank  has  accordingly  gone  into  voluntary  liquidation,  and  on  May  i ith  depositors 
were  notified  and  requested  to  present,  as  soon  as  convenient,  their  claims  for 
payment  in  full  on  presentation. 

Dominion  Bank. — The  annual  meeting  of  this  institution  was  held  at  To- 
ronto, on  June  isL  A statement  of  the  year’s  operations  was  presented,  show- 
ing the  net  profits  for  the  twelve  months  to  be  $ 123,000,  $ which 

were  added  to  the  rest  account,  now  amounting  to  $ 270,00a  Ine  same  Board 
of  Directors  was  re-elected 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK. 


May — June,  1876. 


1875. 

Lorutst.  Highest 

1876.^ 

Lowest. 

Highest. 

1876. 

Lowest. 

Highest. 

June 
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...May  26 
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29 
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13 
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30 
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14 
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31 

. 

15 

12% 

. 12% 

November. 

..  14X  . 16^ 

...June  I 

. \2% 

..  16 

12% 

• 12% 

December 
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...  2 
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17 

12% 

■ 12% 
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3 
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19 

12% 

■ 12% 
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5 

• 
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6 
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..  21 

12% 

• 12% 
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7 

12H 
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..  22 
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• 12% 
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8 

12^ 

. 

23 

12 

■ 12% 
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9 
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• 12% 

24 

11% 

■ 12% 
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NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 

(^Monthly  List,  continued  from  fune  JVo.,  page  993.) 

State,  Place  and  Capital.  Bank  or  Banker.  N.  K.  Correspondent  and  Cashier. 

Cal  ....  Dixon Bank  of  Dixon 

$106,250  James  Miller,  Pr,  W.  G.  Wyman,  Cas, 

**  ....  Los  Angeles..  Commercial  Bank 

M.  S.  Patrick,  Pr,  Edwd.  Fallis  Spence,  Cas, 

Col  ....  Georgetown  ...  Bank  of  Clear  Creek  Co.  Kountze  Brothers. 

$50,000  Chas.  R.  Fish,  Pr.  Chas.  Ruter,  Cos. 

III.  ....  Effingham Citizens’  Bank. Fourth  National  Bank. 

R.  Cruzen,  Pr,  H.  L.  Runkle,  Cos. 

**  ....  Milford. Donovan  & Vellum. Third  National  Bank. 

“ ....  W'yoming. W.  M.  Miner Continental  National  Bank. 

Iowa...  Fort  Madison.  German* American  Bank.  Central  National  Bank. 

H.  Cattermole,  Pr.  H.  D.  McConn,  Cos. 

**  ...  Kellogg Packard  & Powers Gilman,  Son  & Co. 

“ ...  Sidney Brown,  Metelman  & Co. . 

“ ...  Storm  Lake. ...  Buena  Vista  Bank 

“ ...  Traer Bank  of  Traer. Donnell.  Lawson  & Co. 

C.  Seaver,  Cos. 

Kan....  Marion  Centre  Cottonwood  Valley  Bank.  Donnell,  Lawson  & Co. 

L.  Billings,  Pu.  A.  E.  Case,  Cos. 

Mich...  Plainwell Soule  & Hicks First  National  Bank. 

MlSiS.  ..  Sardis Bank  of  Sardis Importers  & Traders’  Nat.  Bk. 

Mo.  ....  Grant  City Worth  County  Bank Donnell,  Lawson  & Co. 

A.  McElvain,  Pr.  J.  F.  Colburn,  Cos. 

“ ....  Mexico Mexico  Exchange  Bank...  Donnell,  Lawson  & Co. 

“ ...  Salisbury Bank  of  Salisbury Donnell,  LaA\'Son  & Co. 

W.  H.  Mansur,  Pr.  Burnett  Hughes,  Cos. 

Neb  ....  Seward. Seward  County  Bank N.  Y.  Nat.  Exchange  Bank. 

Pa. Harmony Harmony  National  Bank.  

$ 50,000  W.  H.  H.  Riddle,  Pr.  H.  J.  Mitchell,  Cos. 

“ Pennsburgh....  Farmers*  National  Bank  . 

Wm.  F.  Reed,  Pr.  A.  F.  Day,  Cos. 

Texas.  Comanche Stephens  & Armstrong  ...  Forster,  Ludlow  & Co. 

“ . “ H.  R.  Martin  & Co “ “ 

Va Marion Bank  of  Marion 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS. 
Authorized  May  23  to  June  20,  1876. 

Capital. 


No. 

Name  and  Place. 

President  and  Cashier. 

Authorized.  Paid. 

2334 

Farmers’  National  Bank, 

William  F.  Reed 

$ 100,000 

Pennsburgh, 

Pa. 

A.  F.  Day 

$50,000 

2335 

Harmony  National  Bank 

W.  H.  H.  Riddle 

50,000 

Harmony, 

Pa. 

H.  J.  Mitchell 

50,000 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

(Monthly  List;  contintud  from  June  No,^  page  994.^ 

July,  1876. 

Name  of  Bank.  Elected^  In  place  of 

N.  Y.  City,  Hanover  National  Bank..*  J.  T.  Woodward,  Pr,  James  Stuart. 

**  Oriental  Bank C.  W.  Starkey,  Cos,,,  H.  T.  Chapman,  Jr. 

Ga....,  Central  Georgia  Bank,  Macon.  T.  O.  Chestney,  Cos,  R.  W.  Jemison. 
Iowa  . Bank  of  Fort  Madison,  ^ Charles  Brewster,  Pr,  G.  R.  Wever. 

Fort  Madison.  ^ Jos.  A.  Smith,  Cor...  H.  D.  McConn. 

Ry  ....  German  National  Bank,  > Adolph  Reutlinger,/V  A.  N.  Struck. 

Louisville,  j George  Vissman,  Cos,  A.  Reutlinger. 
Md....  Commercial  and  Farmers’)  John  D.  Early,  Cos.,,  Trueman  Cross.* 
Nat  Bank,  Baltimore.) 

Mo....  Manufacturers  Savings  )^  H.  M.  Noel,  Gets Rufus  Randall 

Bank,  St  Louis.  T 

“ . . Fanners  and  Traders  Bank,  ^ Richard  Gentry,  Pr, . R.  R.  Arnold. 

Mexica)  John  J.  Steele,  Gw..  J.  E.  Dearing. 

N.  H. . Souhegan  National  Bank. R.  R.  Howison,  Pr,.  W.  B.  Towne.* 

Ohio  . Phoenix  Nat  Bank,  Medina...  R.  M.  McDowell,  Cos.  H.  G.  Blake.* 

Texas.  First  Nat  Bk.,  Austin J.T.Brackenridge,  Cos  R.  J.  Brackenridge. 

Wis  ...  Bank  of  De  Pere,  > M.  R.  Hunt,  Pr H.  J.  Colwell. 

De  Pere. ) Fred.  S^fford,  Cos. ..  M.  R.  Hunt. 

• Deceased. 


DISSOLVED,  DISCONTINUED  OR  CHANGED. 

( Monthly  List^  continued  from  June  No,^  page  995.  J 

New  York  City ; National  Citizens*  Bank,  removed  from  381  to  401  BroadM'ay. 

“ Glendinning,  Davis  & Amory  ; now  Glendinning  & Davis. 

“ Dike  & Gifford. 

“ Marvin  & Robinson,  Brokers  ; sue.  by  George  H.  Marvin  & Co. 

Ill Abell,  Dole  & Ferguson,  Mattoon ; changed  to  Farmers  & Merchants* 

Bank,  now  a Joint-Stock  Company. 

“ Wilson  Brothers,  South  Chicago  ; discontinued. 

“ A.  B.  Miner  & Co.,  Wyoming;  succeeded  by  W.  M.  Miner. 

Iowa...  O.  B.  Dutton,  Nevada  City;  now  O.  B.  Dutton  & Son. 

Kan Muck  & Shortridge,  Wamego  ; assigned. 

“ Reno  County  Bank,  Hutchinson  ; title  is  Rend  County  State  Bank. 
Mich....  Winegar  & Soule,  Plainwell;  succeeded  by  Soule  & Hicks. 

“ North  & Voble,  Vassar  ; succeeded  by  — — Noble. 

Mo Bank  of  the  West,  St,  Louis ; discontinued. 

“ Capital  Bank,  “ / discontinued. 

N.  Y....  Curtis  & Carman,  Camden;  failed. 

Ohio....  Slauson,  Ewing  & Cox,  Ottawa;  now  Slauson  & Ewing. 

“ Tiffin  Savings  Bank,  Tiffin ; succeeded  by  Commercial  Bank  of  Tiffin. 

Pa. D.  C.  Oester  & Co.,  Reynoldsville ; discontinued. 

Texas  . . T.  W.  & J.  M.  Daugherty,  Denton ; succeeded  by  T.  W.  Daugherty. 

Utah.  . . Salt  Lake  City  N.  B.,  Sedt  Lake  City  ; in  voluntary  liquidation. 

Wyo.  ...  Stebbins,  Wilbor  & Co.,  Cheyenne;  now  Stebbins,  Post  & Co. 


Digitized  by  LjOOqIc 


76 


THE  banker’s  magazine. 


[July. 


NATIONAL  BANKS  OF  THE  UNITED  STATES. 
May,  i8j6. 

Abstract  of  reports  made  to  the  Comptroller  of  the  Currency,  showing  the 
condition  of  the  National  $anks  of  the  United  States,  at  the  close  of  business 
on  the  12th  of  May,  1876 ; and  also  on  May  ist,  1875,!  and  May  1st,  1874. 


LIABILITIES. 

Capital  stock  paid  in  

Surplus  fund 

Other  undivided  profits  

National  bank  notes  outstanding* 
State  bank  notes  outstanding  ... 

Dividends  unpaid 

Individual  deposits 

United  States  deposits 

Deposits  of  U.  S.  disburs’g  officers 
Due  to  other  National  banks ... 
Due  to  State  banks  and  bankers 
Notes  and  bills  re-discounted... 
Bills  payable 


1876. 

1875. 

1874. 

May  12. 
3,089  banJIts. 

May  I. 
2,045  banks. 

Mav  1. 
1,978  banks. 

$500,^2,006  . 

$497,717,143  ■ 

$490,077,101 

«3>.795,i99  . 

131,404,608  . 

125,561,081 

49,039.  *78  . 

55,849.959  • 

54,33«.7I3 

300,261,760  . 

322,522,330  . 

340,267,649 

657.385  • 

813,079  . 

1,049,286 

*,3*5.5»3  . 

2,502,234  . 

2,259,129 

612,354,979  • 

692,558,620  . 

649,286,298 

8,493.995  • 

6.797.97*  • 

7,994,422 

*,505,  *73  • 

2,766,387  . 

3,297,689 

127,880,045  . 

127,083,238  . 

135,640,418 

46,706,969  . 

5*.654,956  . 

48,683,924 

4,653,460  . 

5,671,031  . 

4,581,420 

5,650,126  . 

6,079,632  . 

4,77*,662 

Aggregate  Liabilities 

RESOURCES. 

Loans  and  discounts 

Overdrafts 

U.  S.  bonds  to  secure  circulation 
U.  S.  bonds  to  secure  deposits... 

U.  S.  bonds  on  hand 

Other  stocks,  bonds  & mortgages 
Due  from  approved  reserve  ag*ts 
Due  from  other  National  banks  . 
Due  from  State  banks  & bankers 
Real  estate,  furniture  & fixtures. 
Current  expenses  and  taxes  paid 

Premiums  paid 

Checks  and  other  cash  items ... 
Exchanges  for  Clearing  House . 
Bills  of  other  National  banks... 

Bills  of  State  banks 

Fractional  currency 

Specie  

Legal -tender  notes 

U.  S.  certif.  for  legal-tender  notes 
Five-per-cent  Redemption  fund 
Due  from  U.  S.  Treasurer 


f 1,793.306,002  $1,904,421,193  $1,867,802,796 


$936,395,949 

3,499,136 

344.537,350 

14.128.000 

26.577.000 
30,905,195 
86,769,083 
44,338,609 
11,262,193 
42,183,958 

6,820,673 

10,414,347 


$964,574,114 

3,979,383 

377,026,900 

14,372,200 

14,290,800 

29,102,197 

80,620,878 

45,980,330 

11,984,531 

40,051,527 

7,703,477 

8,413,874 


$9*3,347,030 

389,249,100 
14,890,200 
10,152,000 
25,460,460 
94,017,603 
41,291,015 
12.37^3?* 
36,708,066 
7, 547.  *03 
8,680,370 


9,689,623  . 
56,806,632  . 
20,347.9^  • 

2,775,086  . 
21,714,856  . 
79,858,661  . 
27,380,000  . 
15,028,452  . 
1,883,227  . 


13,120,606  . 
116,970,819  . 

19.465.359  • 

24,681  . 

2,702,^pO  . 

9,986,^1  . 
83,980,928  . 
38,655,000  . 
16,787,279  . 
5,627,142  . 


11,948,598 

94,878,218 

20,673,452 


2,187,186 

32,569,969 

101,692,930 

40,135,000 


Aggregate  Resources $i, 793.306, 002  $1,904,421,193  $1,867,802,796 

♦ The  amount  of  circulation  outstanding  on  May  la,  1S76,  as  shown  by  the  books  of  this  office, 
was  f ^38,202,342,  which  amount  includes  the  notes  in  circulation  of  banks  which  have  failed, 
are  in  liquidation,  or  have  deposited  legal-tender  notes  under  the  act  of  June  ao,  1874. 
f This  statement  is  exclusive  of  one  bank  in  San  Francisco,  whose  report  was  too  late. 


Digitized  by  LjOOqIc 


i876w] 


NOTES  ON  THE  MONEY  MARKET. 


77 


NOTES  ON  THE  MONEY  MARKET. 

NEW  YORK,  JUNE  33,  1876. 

Exckangt  on  London  at  sixty  days*  sights  4.88  a 4.88^,  in  gold. 


In  the  ^tock  market  there  is  not  much  activity.  Government  bonds  are  strongs  and  in  de- 
mand. State  stocks  are  quiet  and  railroad  bonds  firm.  In  railroad  shares  there  is  very  little 
business.  Various  circumstances  have  combined  to  weaken  the  public  confidence  and  to  check 
speculation  in  fancy  stocks.  The  small  brokers  who  deal  in  **  puts  and  calls’*  are  redoubling 
their  efforts  by  drculars>  letters  and  pamphlets  sown  broadcast  through  the  country ; and  it 
seems  as  if  they  were  pretty  successful  in  alluring  victims  to  speculate  with  money  not  their 
own.  Some  interesting  cases  of  breach  of  trust  on  die  part  of  young  clerks  who  have  robbed 
their  employers  to  get  money  vrith  which  to  speculate  in  stocks,  have  recently  come  to  light. 
It  is  reported  that  measures  will  be  adopted  with  a view  to  make  the  brokers  responsible 
through  whom  the  malversation  of  funds  has  been  effected.  The  general  course  of  mercantile 
business  Shows  some  improvement ; one  of  the  best  proofs  of  this  is  the  increase  of  our  exports 
of  breadstufis.  The  shipments  of  breadstuffs  from  the  port  of  New  York,  for  three  years,  com- 
pare as  follows,  from  January  1 to  June  10: 


1874.  1875.  1876. 

Of  Flour,  bbls 1,0x5,820  ..  809,235  ..  898,160 

Of  Wheat,  bush 16,812,244  ..  8,135,743  12,139, 122 


Total  bush 21,891,344  ..  12,189,9x8  16,629,992 


The  stock  of  wheat  in  store  at  New  York,  which  on  January  i was  upward  of  7,000,000 
bush.,  is  now  about  1,500,000,  and  1,000,000  afloat  in  the  harbor.  The  announcement  is  made 
from  San  Francisco,  that  the  surplus  wheat  of  the  Pacific  coast  for  export  this  sea.son  will  be 
750,000  tons,  exceeding  by  zoo,ooo  tons  the  surplus  of  the  crop  of  1875.  From  these  and  other 
indications  there  is  some  reason  to  believe  that  our  railroads  will  do  a good  bright  business,  and 
so  far  as  the  cutting  of  passenger  rates  does  not  interfere,  the  principal  roads  will  probably 
have  a remunerative  traffic  to  report  this  season.  Subjoined  are  our  usual  quCtations : 


Quotations  ; 

May  25. 

ynno  2. 

yuno  8. 

yuno  13. 

yuns  22. 

Gold 

112H 

. 112K  • 

tl2H 

U.  S.  S-20S,  1867  Coup. 

. 121H  . 

122%  .. 

iaj« 

122K 

U.  S.  5s  of  1881  Coup. 

itrH 

«7M  .. 

II7H 

West.  Union  Tel.  Co. . 

64K 

68K  . 

68M  .. 

67 

N.  Y.  C.&  Hudson  R. 

110% 

110 

X09K  .. 

ro6H 

X07 

Lake  Shore 

53 

. 

SiH  •• 

$3% 

SiH 

Chicago  & Rock  Island 

losK  . 

toyH  .. 

107% 

. X09 

New  Jersey  Central.. . 

81H 

82K  . 

82K  .. 

81H 

74K 

Erie 

13K 

X4 

14  .. 

13H 

Chic.  %L  North  Western 

39H 

40 

40 

40H 

43% 

Union  Pacific 

S8 

59 

60 

59 

59 

Bills  on  London 

4.88-4.90  . 

. 4.87K-4.89K. 

4.87Km-89^.. 

4.87M-489J4 

. 4-87%-4  89% 

Treasury  balances,  cur. 

'#37»09x,68o 

. 834,019,301  . 

$ 33^446, 7* 7 •• 

832,9x2,654 

• 8 34, 567,391 

Do.  do.  gold. 

38.459»*93 

• 37»8t6,790  • 

37»5«i773  •• 

38,534,^82 

38.43*, 743 
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The  dullness  which  has  so  long  pervaded  the  money  market  still  continues,  and  there  are 
very  few  features  of  novelty  or  special  interest  to  record.  The  rates  for  loans  show  little  if  any 
improvement,  and  the  accumulation  of  idle  funds  in  the  banks  indicates  the  quietude  of  business 
and  the  indisposition  of  the  mercantile  community  to  enter  into  new  risks.  The  banks  of  this 


city  now  hold  in  lawful  money,  in  excess  of  the  twenty-five  per  cent,  required  by  law. 

$ *7,527,900,. 

as  will  be 
1876. 

seen  from  the  subjoined  table : 
Loans.  Specie. 

Legal 

Tenders, 

Circulation. 

Deposits. 

Excess 
0/  Reserve. 

Jan.  3... 

....  $ 264,063,500 

$ 30,333, 300 

$39,  >34,900 

• $ 18,795,000 

$ 204,508,100 

— 

" 8... 

....  363,044,000 

. 31,149,600 

. 39,328,600 

..  18,595,800 

. 2X0,830,300 

•$*0,773,155' 

“ 15... 

....  a6x,653,ioo 

• a3»309i*00 

• 44,53a, 500 

..  18,515,600 

. 3x6,058,500 

..  13,856,970 

" 72... 

....  360,806,900 

. 33,773,300 

. 46,367,900 

. . 17,893,000 

. 217,334,200 

..  14,810,055, 

" 29... 

....  363,207,000 

. 33,481,700 

► . 48,030,000 

••  *7,757.300 

. 220,023,900 

••  *5.505,720 

Feb.  5--* 

....  366,067,400 

• 23»S70f8oo 

••  47,356,aoo 

..  17,449,300 

. 224,509,100 

••  *4,799,725 

" 12... . 

..*.  366,556,700 

. 34,504,600 

••  47,895,600 

••  *7,293,500 

225,558,500 

..  16,010,575- 

" 19... 

....  a68,ox  1 ,400 

. 32,044,900 

. 48,967,800 

..  17,183,100 

..  224,762,200 

..  14,833,150 

" 36.... 

....  268,480,000 

. 20,706,300 

. 49,0x3,100 

. . 17,032,000 

• 224,337,400 

••  13,634,950  • 

Mar.  6... 

..*•  270,x62,8oo 

. 23,701,600 

• 46,945,aoo 

..  16,883,500 

. 326,426,400 

. . 13,040,300 

" XI*. • 

....  270,748,400 

• *3»*39.8oo 

. 47,629,500 

..  16,697,700 

..  227,102,800 

13,993,600 

" x8... 

....  263,866,700 

. 33,369,400 

..  45,608,100 

. . 16,483,300 

..  230,584,900 

..  12,831,275^ 

" 25... 

....  26x,254,ooo 

. 21,504,000 

••  43,773,900 

..  16,199,700 

. . 2x4,181,600 

••  11,732,500 

April  1... 

....  36x,35x,200 

. 3X,I7X,XOO 

..  41,7x8,500 

. . 16,364,000 

..  2x1,561,100 

••  9,995,325 

" 8... 

....  26x,786,3oo 

• 30,336,000 

..  38,700,400 

. . 16,297,600 

••  207,993,300 

..  7,038,875 

" i5-.* 

....  258,397,900 

. 19,400,800 

..  38,826,800 

..  16,339,100 

••  205,540,500 

..  6,851,975 

**  22... 

••••  2S3»7Sa»400 

• *8»«>77»3oo 

••  4*,396,8oo 

..  16,333,000 

. . 303,262,400 

. . 8,658,500 

29... 

....  253,XX7,300 

. 17,076,600 

..  43,089,300 

..  16,262,800 

..  303,539,100 

• • 9.533,625 

May  6... 

....  357,0x5,600 

. 19,804,400 

..  39,182,200 

..  *6,199,400 

..  305,669,000 

••  7,569.350- 

i3«.« 

....  355,808,800 

. 18,881,000 

••  42,643,400 

..  16,140,500 

..  307,900,300 

• • 9,549,325 

“ ao... 

....  253,3x0,500 

• *8,399.300 

..  45,689,800 

..  16,1x2,700 

••  217,993,500 

..  12,090,725 

" 27... 

....  351,492,700 

. 17,388,500 

••  49,290,400 

..  16,059,300 

..  308,978,700 

..  14,4x4,225 

June  3... 

....  350,679,500 

. 17,488,800 

. . 51,766,500 

..  15,943,800 

..  211,196,600 

..'  16^56,150 

xo..** 

....  249,370,700 

• »5,7»9,too 

..  53,060,000 

..  15,8x0,100 

..  2x04830,500 

..  16,081,475 

17... 

....  246,862,xoo 

. 15,3x8,300 

54,360,200 

..  15,646,400 

..  308,602,000 

••  17,527,900 

The  Qearing-House  exhibit  of  the  Boston  banks  for  the  psut  month  is  as  below: 


1876. 

Loans. 

Specie. 

LegcU  Tenders. 

Deposits. 

Circulation. 

May  27... 

$129,204,900  . 

...$1,892,700  . 

. . $ 6,783,600  . . . 

• $ 74,638,100 

....  $22,886,900 

June  3... 

...  1,843,800  . 

...  7,283,000  ... 

• 75,337,300 

....  23,835,800 

" 10... 

. ..  1,686,600  . 

...  7,211,400  ... 

• 75,344,200 

••••  22,747,700 

“ 17... 

...  1,486,100  . 

...  7,187,300  ... 

• 74.699,200 

....  33,737,100 

In  Philadelphia  the  limited  demand  for  money  is  as  marked  as 
ments  are  as  follows : 

heretofore. 

The  bank  state- 

1876. 

Loans. 

Specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

May  27... 

•••  $509,562  .. 

••$13,784,908  ... 

. $48,239,379 

....$  10,307,422 

June  3... 

60,135,894  . 

...  475,196  .. 

..  14,306,8x0  ... 

. 49,120,753 

....  10,396,671 

**  10.., 

•••  495,17*  •• 

..  14,706,220  ... 

• 48,759,893 

....  10,288,533 

" 17... 

. • • 495,950  . . 

..  14,822,306  ... 

. 48,927,445 

....  10,246,671 

From  the  statement  of  the  public  debt  it  appears  that  during  the  the  month  of  May  the 
aggr^te  decrease  of debt  less  cash  in  the  Treasury"  is  ^4,617,515,  and  the  actual  decrease 
of  the  total  public  debt  during  the  month  is  $9,312,756  33.  Of  this  reduction  $5,343,858  05  is 
in  the  interest  and  bonded  debt,  and  $3,904,898  18  in  the  currency  debt.  Deducting  coin 
certificates,  the  amount  of  specie  owned  by  the  Government  was  $49,629,728  8t  at  the  beginning: 
of  May,  and  $40,909,966  37  at  the  b^inning  of  June,  the  decrease  of  $8,719,762  44  is  due  in 
part  to  the  payment  of  interest,  and  in  part  to  the  issue  of  silver.  According  to  the  reports 
of  aoth  June,  the  total  amount  of  silver  paid  out  was  $91,977,520  since  the  beginning  of  the 
ssue,  of  which  $6,338,103  was  in  retirement  of  fractional  notes,  and  $3^739,4X7  in  payment  of 
drafts.  The  reduction  for  the  eleven  months  amounts  neariy  to  twenty-five  and  one-half 
millions,  which  is  twice  as  great  as  the  reduction  for  the  corresponding  eleven  months  of  the 
preceding  fiscal  year.  The  amount  of  firactional  currency  now.  outstanding,  $37,359,474  30,. 
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includes  notes  destroyed  and  lost,  variously  estintated  at  $10,000,000  to  $15,000,000  in  amount, 
so  that  there  is  still  in  use  from  $22,000,000  to  $27,000,000  of  such  currency.  Less  than  five 
millions  have  been  retired  since  the  payment  of  silver  coin  was  commenced — since  April  1 only 
$4,903,373  70.  The  amount  of  fractional  currency  according  to  the  debt  statement  of  Feb.  i was 
$45,864,382  s6,  so  that  about  $3,600/100  was  retired  prior  to  the  issue  of  the  new  silver  coinage. 
Including  the  amount  of  fractional  currency  destroyed  and  lost,  it  is  computed  that  nearly 
twenty  millions  of  the  public  debt  has  been  extinguished  by  the  destruction  or  loss  of  the 
bonds  and  notes.  The  total  greenback  and  fractional  currency  outstanding  1st  June  is  reported 
as  follows : Old  demand  notes  $ 68,037  • legal-tender  notes,  new  issue,  $ 28,533,974  ; legal-tender 
notes,  series  of  1869,  $231,140,003;  legal-tender  notes,  series  of  1874,  $63,469,653;  l<^al-tender 
notes,  series  of  1875,  $46,980,38;  one-year  notes  of  1863,  $61,755;  two-year  notes  of  1863, 
$19,200;  two-year  coupon  notes  of  1863  $25,000;  compound-interest  notes,  $334,450;  fractional 
currency,  first  issue,  $4,296,411;  fractional  currency,  second  issue,  $3,117,914;  fractioiud 
currency,  third  issue,  $3,076,842;  fourth  issue,  first  series,  $4,454,964;  fourth  issue,  second 
series,  $1,128,137;  fourth  issue,  third  series,  $2,250,237;  fifth  issue,  $19,034,966;  total, 
$407,991,584.  These  figures  are  the  more  interesting  from  the  circumstance  that  it  has  been 
contended  by  Mr.  Spaulding  and  others,  that  all  greenback  issues  later  than  those  of  1869  were 
emitted  without  the  authority  of  law.  The  outsunding  greenbacks  on  the  17th  June  are  reported 
$370,123,668.  The  total  circulation  of  the  National  Banks,  with  the  amount  of  bonds  de- 
posited in  Washington  compare  as  follows  : 


iVeek 

ending 

Notes  in 
circulation. 

Bonds/or 

circulation. 

Bonds /or 
U.  S.  deposits. 

Total  bond*. 

Coin  in 
Treasury. 

Coin 

Certificates. 

1075. 

July 

24.... 

$ 350.764.469 

• $ 374,753.362 

. $18,792,200  . F393.545.562  . 

$66,926,937 

. $22,628,300 

Aug. 

7.... 

348»937i939 

••  374^927.862 

. . 18,792,200  .. 

393,720,062  . 

• 71.953.4*2 

.>  22,657,200 

Aug. 

21-... 

349,130,000 

••  374.788.762 

. . 18,792,200  . . 

393.580,962  . 

• 70.738,807 

" 18,561,000 

Sept. 

11.... 

347,980,000 

••  373,382,762 

. . 18,792,200  . . 

392,174,962  . 

. 66,730,316 

..  16,389,400 

Sept, 

25.... 

347.7*0,223 

••  37*.  *50,762 

..  18,792,200  . . 

390,942,962  . 

. 66,924,152 

••  12,435.000 

Oct. 

9.... 

346^  769.853 

••  369, 79*. 762 

. . 18,782,200  . . 

388,573.962  . 

. 68,784,332 

..  12,477,100 

Oct. 

16.  . . . 

346,813,776 

..  368,857,212 

..  18,782,200  .. 

387.639.412  . 

• 70,472,506 

..  12,775,600 

Oct. 

23.... 

344,458,128 

..  368,119,917 

..  18,760,000  .. 

386,879,917  . 

. 69,070,408 

..  11,502,300 

Oct. 

30.... 

346,805,6x6 

••  367.799,4*2 

..  18,730,000  .. 

386,529,412  . 



Nov. 

6.... 

34S.799.*o8 

..  366,658,312 

..  18,730,000  .. 

385.388,312  . 

• 72,042,514 

• • 16,069,900 

Dec. 

x8...« 

343.938,278 

..  364,690,112 

. . 18,626,500  .. 

383,3*6,612  . 

. 69,206,263 

. . 21,447,000 

1876. 

Jan. 

22.... 

343-253.577 

..  362,108,062 

..  18,626,500  •• 

380,734.562  . 

• 73,200,709 

••  34.4*9.000 

Feb. 

19. . . . 

34*. 557.9** 

..  338,428,650 

..  18,621,500  .. 

376,050,150  . 

• 75.05  *,625 

••  33.786,900 

Mar. 

21.... 

340,046,776 

••  3S5.3>*.7*5 

..  18,741,500  .. 

374.053.2*5  • 

• 69,657,203 

••  34,797,600 

Apr. 

21. ... 

337.635.2*9 

..  347.800.350 

..  18,623,000  .. 

366,423,350  . 

. 76,148,711 

..  28,457,600 

May 

20. ... 

335.  *97.  *05 

..  344,883,850 

..  18,623,000  .. 

363.506,850  . 



June 

17.... 

332,322,678 

••  342,340,550 

• • 18,823,000  .. 

36*. 163,550  . 

• 65,664,354 

..  22,874,000 

The  savings  banks  of  California  complain  that  they  are  more  heavily  tajsed  than  those  of 
other  States,  and  they  have  lately  sent  an  agent  to  Washington,  who  has  stated  the  case  to  the 
Ways  and  Means  Commiuec,  so  that  equal  justice  should  be  done  to  all.  It  appears  that  where 
a bank  has  no  capital  stock,  and  does  no  other  business  besides  investing  the  money  of  its  de- 
positors without  a profit  to  the  bank,  deposits  of  $ 2,000  and  under  are  exempt  from  the  one- 
half  of  one  per  cent,  annual  tax  levied  upon  savings  banks  by  the  internal  revenue  laws.  The  result 
of  this  is,  that  nine-tenths  of  the  depositors  in  other  States  have  been  exempt  from  the  tax,  while 
in  California  the  average  is  but  two-thirds.  The  technical  construction  of  a California  statute  per- 
mits such  banks  to  dispose  of  reserved  funds  over  $100,000,  and  it  seems  that  the  Treasury 
Department  is  disposed  to  deny  such  hanks  the  exemption  allowed  by  law.  In  such  an  event 
California,  it  is  argued,  would  contribute  one-third  of  all  the  taxes  collected  from  this  source 
throughout  the  Union.  An  amendment  to  the  law  is  therefore  proposed,  declaring  that  posses- 
sion of  a reserved  fund  over  and  above  $100,000,  so  long  as  no  disposition  be  made  of  the  sur- 
plus save  for  the  benefit  of  depositors,  is  not  inconsistent  with  the  right  of  exemption  from  tax. 
It  appears  that  during  the  fiscal  year  ended  June  30th,  1875,  the  savings  banks  of  California, 
paid  an  amount  of  revenue  from  this  source  exceeded  by  no  other  State  but  New  York,  which 
paid  into  the  Treasury  $157,35126,  while  California  paid  in  $87,341;  Connecticut,  $80,925; 
Rhode  Island,  $71,483;  New  Jersey,  $38,3x6;  New  Hampshire,  $23,030;  Maine,  $ 18,843 ; 
Maryland,  $10^469;  the  remaining  States,  $14,355.  Hence  the  total  tax  collected  was  $502,117.. 
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The  foreign  imports  nt  the  port  of  New  York  for  the  month  of  May  compare  as  follows : 

1874.  1875.  1876. 

Entered  for  consumption |t3>394»964  ••  $>0,703,394  ..  $9,186,918 

Entered  for  warehousing ia,t  18,107  10,093,919  ..  8,078,034 

Free  goods 9,903,831  ..  13,453,830  ..  6,130,616 

Specie  and  bullion 1,054,630  ..  813,905  ..  i75>953 

Total  entered  at  port $3^70.533  ••  $34»o63»®48  ..  $33,671,511 

Withdrawn  from  warehouse 8,351,185  ..  7,013,808  ..  6,844,356 

For  the  eleven  months  from  June  30th,  1875,  the  New  York  imports  compare  as  follows ; 


Six  months  ending  1874. 

January  1 $i77»5>7>854 

January 30»3*o»679 

February 35>439F^4b 

March 43,599,446 

April 40,764,927 

May 36»470»S3a 

Total  for  eleven  months $363,103,084 

Deduct  specie 18,136,300 

Total  merchandise. $ 344,966,884 


1875. 

$I75.**o.736 

34>83r,35o 

36,9*3.360 

38,389,583 

30,037,367 

34,063,048 

$339,355,344 

*0,310,978 


1876. 

$148,408,179 

*9,756,359 

*7,977,330 

3*/>i8,867 

33,804,333 

*3,671,511 

$ 385,636,378 
7,669,985 


$328,944,366  ..  $377,966,393 


The  New  York  exports  for  May,  compare  as  follows,  exclusive  of  specie  : 

1874.  1875. • 1876. 

Domestic  produce, $33,781,958  ..  $19,783,016  ..  $30,653,833 

Foreign  free  goods 196,911  *67,791  ..  146,737 

Foreign  goods  dutiable 8ia,868  •*  663,714  ..  776,557 

Specie  and  bullion 11,865,511  ..  9,355,35*  .•  8,519,671 

Total  exports $35,657,348  ..  $39,969,773  ..  $30,095,798 

Total  exports  exclusive  of  specie *3,79*,737  ••  30,614,521  ..  31,576,137 

The  New  York  exports  for  the  eleven  months  from  June  30th,  1875,  compare  as  follows, 
exclusive  of  specie  : 

Six  months  ending  1874.  1875.  1876. 

January  1 $160,757,534  ..  $140,508,534  ..$  134,944,600 

January  33,455,638  ..  19.391,403  ..  31,800,336 

February  30,725,611  ..  18,111,985  ..  18,304.987 

March 33,909,218  ..  19,582,163  ..  30,944,776 

April 33,301,396  ..  19,600,855  ..  18,359,851 

May 33,791,737  ••  30,614,521  ..  21,576,127 

Total  produce $374,941,654  ..  $>337,709,450  ..  $335,830,567 

Add  specie 43, 35*, 085  ..  64,279,406  ..  40,988,440 

Total  exports..... $3*8,393,739  .*  $301,988,856  ..  1376,819,007 


DEATHS. 

At  Medina,  Ohio,  on  Sunday,  April  16,  aged  fifty-seven  years,  Harrison  G.  Blake, 
Cashier  of  the  Phenix  National  Bank  of  Medina. 

At  Grkbnv'illb,  Ohio,  on  Monday,  April  34,  aged  sixty-two  years,  Washington  A. 
Weston,  President  of  the  Farmers’  National  Bank  of  Greenville. 

At  Paris,  France,  on  Monday,  May  29,  aged  eighty  years.  Jambs  Gallatin,  formerly 
President  of  the  Gallatin  National  Bank  of  New  York. 

At  Baltimore,  Mo.,  on  Friday,  June  3,  aged  seventy-eight  years,  Trueman  Cross, 
Cashier  of  the  Commercial  and  Farmers’  National  Bank  of  Baltimore. 
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THREE  ASPECTS  OF  THE  SILVER  QUESTION. 

The  movements  of  the  agitation  here  and  abroad  in  re- 
gard to  the  silver  question  are  so  rapid  and  exciting  that 
it  is  not  easy  for  an  ordinary  observer  to  keep  pace  with 
them.  The  task,  difficult  as  it  is,  may  be  facilitated  if  we 
form  for  ourselves  a distinct  conception  of  the  chief  con- 
flicting classes  in  which  the  opinions  of  the  financial  world 
seem  at  present  to  be  ranging  themselves.  By  taking  a 
general  view  of  the  whole  field  and  of  the  several  sec- 
tions of  it  which  are  occupied  by  the  opposing  combat- 
ants we  shall  obtain  a more  accurate  knowledge  of  the 
facts  and  principles  involved,  and  we  shall  be  enabled  to 
collect  some  practical  data  with  which  to  forecast  the  ulti- 
mate result  of  the  mischievous  struggle.  However  tedious 
such  a comprehensive  study  of  the  silver  question  may  be 
it  is  necessary  to  many  of  us  and  it  will  be  well  worth 
to  the  banker  and  merchant  all  the  trouble  it  costs.  To 
aid  an  intelligent  and  thorough  analysis  of  the  silver  ques- 
tion we  will  add  to  what  we  have  recently  published 
some  further  information  and  suggestions.  There  are  three 
points  of  view  from  which  this  question  may  be  examined. 

First,  there  is  the  well-known  standpoint  of  the  gold  cur- 
rency party.  To  this  party,  which  is  headed  by  England, 
Germany  has  lately  joined  herself,  and  she  has  manipulated 
the  indemnity  money,  amounting  to  i,ioo  millions  of  dol- 
lars paid  to  her  by  France  in  such  a way  as  to  throw 
the  gold  and  silver  markets  of  the  world  into  a confusion, 
which  is  worse  than  any  similar  disturbance  recorded  in  the 
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financial  history  of  modern  times.  What  she  has  done  is 
briefly  this.  She  has  sold  or  threatened  to  sell  an  immense 
mass  of  silver  coin.  She  has  entered  the  gold  market  as  a 
purchaser  and  has  bought  up  and  coined  three  hundred  and 
fifty  millions  of  dollars  worth  of  this  metal  at  a time  when 
all  the  other  nations  of  the  world  were  under  a necessity, 
more  or  less  urgent,  to  increase  their  accumulations  of  gold 
coin.  One  effect  of  this  German  pressure  upon  the  gold 
market  has  been  to  give  a sudden  check  to  that  deprecia- 
tion of  gold  which  has  been  slowly  developed  since  the 
gold  discoveries  of  1848.  This  depreciation  has  not  only 
been  checked,  but  it  has  been  followed  by  a contrary 
movement  upwards.  At  present  gold  is  appreciating  just  as 
it  was  appreciating  in  the  decade  which  closed  with  the 
panic  of  1847,  but  with  more  spasmodic  activity.  Now  it 
has  always  been  observed  in  the  industrial  history  of  Europe 
that  when  gold  appreciates  trade  suffers,  material  progress 
is  retarded  and  financial  enterprise  is  more  or  less  paralyzed. 
It  is  indeed  a familiar  law  of  finance  that  the  appreciation 
of  gold  has  an  active  tendency  to  produce  business  perturb- 
ation ; hence  it  is  argued  by  some  economists  that  we  need 
not  look  further  than  to  this  law  for  an  adequate  explana- 
tion of  the  stagnation  of  business  which  prevails  all  over 
the  world.  What  is  certain  is  that  this  law  may  claim  a 
place  among  the  more  conspicuous  of  the  numerous  causes 
to  which  the  universal  depression  of  industry  and  productive 
power  in  Europe  is  due.  The  fact  is  undoubted  that  this 
languor  is  in  part  produced  by  the  vast  displacement  of  float- 
ing capital  and  especially  of  the  precious  metals  which  Ger- 
many has  brought  about  and  from  which  she  has  been  one  of 
the  principal  sufferers.  As  gold  is  now,  without  doubt,  tend- 
ing upwards  in  its  relative  value,  many  persons  who  have  in- 
telligently held  to  the  theory  of  the  gold  standard,  have 
begun  to  ask  themselves  whether  gold  is  fit  to  be  the  sole 
standard  of  monetary  value  for  the  commercial  world,  and 
whether  the  fall  in  the  price  of  silver  is  not  in  part  caused 
by  the  appreciation  of  gold.  To  this  it  is  replied  by  the 
gold  standard  party,  that  the  metal  which  is  unfit  for  coin  is 
silver,  and  that  gold  ought  to  be  enthroned  in  the  monetary 
system  of  Christendom  as  the  sole  standard  of  value  to  the 
exclusion  altogether  of  silver  coinage. 

Such  is  the  monetary  situation  as  viewed  from  the  stand- 
point of  the  old  party  who  advocate  the  gold  standard  in  this 
country.  The  efforts  of  this  party  and  its  influence  over  pub- 
lic opinion  have  been  neutralized  by  the  vigorous  arguments 
of  the  friends  of  a double  standard.  Adopting  the  views  of 
Messrs.  Cemuschi,  Seyd,  Wolowski,  and  other  European  econ- 
omists, the  leaders  of  this  double  standard  party  in  Congress 
and  elsewhere,  contend  that  silver  must  not  be  rejected  as  a 
monetary  standard,  and  that  its  present  depreciation  will  soon 
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be  followed  by  an  upward  movement.  The  arguments  for  the 
double  Standard  are  so  much  in  harmony  with  the  interests 
of  a nation  which,  like  our  own,  is  a large  producer  of  silver, 
that  we  need  not  be  surprised  at  the  favorable  attention 
which  it  has  commanded  in  all  parts  of  the  country.  The  ad- 
vocates of  the  double  standard  do  not  however,  content  them- 
selves with  theory;  they  want  to  reduce  it  to  practice.  One  of 
their  plans  has  been  adopted  by  Congress,  in  the  disburse- 
ment of  silver  for  the  outstanding  fractional  currency,  and 
in  other  payments  of  the  Treasury.  Another  step  which  they 
wish  the  country  to  take  is  the  recoinage  of  the  old  silver 
dollar  which  was  dropped  from  the  coinage  act  of  1873,  as 
was  explained  in  an  elaborate  article  in  our  last  number. 
This  dollar  of  412^  grains  was  made  a legal  tender  in  the 
coinage  act  of  1837,  and  it  remained  so  until  1873.  The 
proposition  now  is  to  restore  its  legal-tender  qualities,  and 
Mr.  Kelley,  of  Pennsylvania,  introduced  a bill  for  this  purpose 
on  the  1 8th  July  last. 

We  now  come  to  the  third  and  most  numerous  of  the  par- 
ties into  which  the  silver  agitation  has  divided  the  financial 
community.  This  is  the  conservative  party  who  are  in  favor 
of  a watchful,  expectant  policy.  They  say  that  as  so  little 
can  be  positively  known  at  present  of  the  effects  which  the 
increased  supply  and  the  diminished  demand  of  silver  are 
capable  of  producing,  the  best  course  for  this  country  in 
the  existing  crisis  is  to  do  nothing  rashly  but  to  wait  till 
the  real  force  of  the  impending  movements  has  had  time  to 
declare  itself.  They  support  their  position  by  various  argu- 
ments, among  which  they  rely  chiefly  on  the  following.  First, 
the  cautious,  expectant  policy  is  favored  by  the  best  states- 
men, even  in  England  where  the  gold  standard  party  has 
been  so  strong.  In  support  of  this  statement  they  point  to 
the  report  of  Mr.  Goschen's  silver  committee  of  the  House 
of  Commons.  How  much  force  there  may  be  in  this  argu- 
ment our  readers  can  learn  from  the  document  itself. 
We  print  elsewhere  its  concluding  remarks  which  contain  a 
summary  of  the  essential  facts  comprised  in  the  whole  report. 

We  are  next  referred  to  the  example  of  France,  and  it  is 
certainly  true  that  the  Finance  Minister,  M.  Leon  Say,  is  in 
favor  of  the  expectant  policy,  indeed  it  was  he  who  conferred 
this  name  upon  it  when  he  proposed  and  defended  it  a few 
weeks  ago  before  the  French  Senate.  Lastly  we  are  pointed 
to  the  recent  movements  of  the  silver  markets,  several  of 
which  are  decidedly  in  favor  of  caution  in  our  monetary 
statesmanship.  There  is,  for  example,  no  doubt  that  the  price 
of  silver  has  been  acted  upon  by  a sort  of  panic.  Now  every 
one  knows  that  a panic  is  temporary  in  its  very  nature,  and 
that  a fall  of  prices  so  produced  is  often  followed  by  an  up- 
ward movement  of  a rapid  spasmodic  character.  Some  such 
movement  is  not  unlikely  to  be  developed  in  the  silver  mar- 
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ket  in  the  early  future ; indeed,  a reaction  from  the  lowest 
market  price  of  silver  is  reported  already,  and  the  supply 
of  cash  silver  for  delivery  is  said  to  be  limited.  Of  course 
our  readers  are  aware  that  there  have  been  heavy  short  sales 
and  numerous  speculative  combinations  in  the  silver  markets 
of  Europe,  and  we  must  not  suppose  that  the  recent  rise  in 
the  price  of  silver  is  sure  to  be  permanent  or  to  be  followed 
by  a steady  advance.  All  that  can  be  calculated  upon  with 
positive  certainty,  is,  that  there  will  be  such  an  incertitude 
and  perturbation  in  the  silver  market  for  the  coming  year, 
that  even  if  the  price  should  rise  hereafter  to  something  like 
its  old  level,  there  will  be  many  intervening  movements  up 
and  down,  and  some  time  must  needs  elapse  before  the  final 
result  can  be  known. 


SPECIE  PAYMENTS  AND  THE  FOREIGN  EX- 
CHANGES. 

Many  thoughtful  observers  are  of  opinion  that  the  foreign 
exchanges  are  in  some  way  hostile  to  the  return  of  specie 
payments,  and  that  before  we  can  hope  to  achieve  resump- 
tion this  part  of  our  financial  system  must  undergo  a change. 
Plausible  reasons  are  offered  in  support  of  this  theory.  With- 
out discussing  these  various  conflicting  arguments,  we  pro- 
pose to  examine  the  nature  of  the  foreign  exchanges,  and  to 
clear  up  some  of  the  misapprehensions  which  seem  to  prevail 
on  the  subject.  It  is  no  part  of  our  present  purpose  to  teach 
the  rudiments  of  financial  science.  We  shall  take  it  for 
granted  that  the  first  principles  of  economics  are  familiar  to 
our  readers,  and  that  we  need  simply  to  suggest  them  with- 
out detailed  exposition  or  proof.  Every  banker  knows  what 
is  meant  by  the  foreign  exchanges.  Under  this  term  we  com- 
prehend the  complex  machinery  by  which  capital  is  moved 
backwards  and  forwards  among  the  commercial  nations  of  the 
globe.  Commerce,  in  its  earliest  stages  of  growth,  assumed 
an  international  character,  and  for  thousands  of  years  traders 
and  merchants  have  used  expedients  for  facilitating  the  pay- 
ment of  debts  between  buyers  and  sellers  living  at  a great 
* distance  from  each  other.  If  the  records  of  commercial  hist- 
ory were  in  a less  mutilated  condition,  we  should  perhaps 
find  that  the  Phoenicians  obtained  among  the  lively  and  ver- 
satile Greeks  the  reputation  of  inventing  letters  for  no  better 
reason  than  that,  being  a commercial  nation,  they  kept  their 
accounts  with  rigid  care,  and  taught  the  Greeks  and  their 
customers  to  do  the  same.  However  this  may  be,  it  is  cer- 
tain that  what  we  call  the  machinery  of  the  foreign  ex- 
changes received  its  first  rudimentary  development  very  early 
in  the  history  of  international  commerce.  Hence  a complete 
history  of  this  development,  with  the  changes  it  has  under- 
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gone  in  ancient  and  modem  times,  would  form  a most  inter- 
esting volume,  copious  materials  for  which  are  scattered 
through  the  works  of  the  classic  writers  of  nearly  every  na- 
tion which  has  had  a permanent  literature.  Of  course  our 
present  business  is  with  the  living  facts  of  our  own  times, 
and  we  shall  not  refer  to  those  of  former  times  further  than 
is  necessary  for  illustration.  Enough  has  been  said  to  demon- 
strate the  fact  that,  in  the  present  age,  it  is  impossible  for 
the  merchant,  economist,  or  banker  to  understand  the  finan- 
cial movements  of  any  commercial  country  without  an  accu- 
rate and  somewhat  extensive  knowledge  of  the  foreign  ex- 
changes. 

More  than  half  a century  ago  Ricardo  said  that  England, 
with  its  commerce,  agriculture  and  trade,  offered  a sufficient 
field  of  investment  for  British  capital,  and  that  few  people  of 
means  will  go  outside  of  their  own  country  to  invest  their 
money.  If  this  celebrated  banker  and  economist  had  lived 
till  our  time  he  would  have  been  able  to  watch  the  change 
which  has  now  been  developed  in  the  international  money 
markets  of  the  world.  Mr.  James  Wilson  was  the  first  Eng- 
lish writer,  we  believe,  who  clearly  expounded  the  principles 
of  the  international  money  market.  ‘‘  The  chief  countries  in 
the  world,”  he  says,  “may  be  deemed  one  money  market,  for 
they  all  immediately  act  on  each  other.  If  money  is  wanted 
in  Paris  to  pay  calls  on  railways  the  interest  will  rise  and 
the  price  of  stocks  will  fall  ; and  if  the  shares  are  not  sent 
to  London  for  sale,  English,  French  or  Spanish,  or  some 
other  stocks,  which  may  pay  best,  will  be  sent  and  sold  in 
our  market,  and  English  capital  will  be  thus  abstracted  to 
pay  up  the  calls  of  English  shareholders.  Or  the  exact  con- 
trary may  occur,  so  that,  in  any  case,  to  obtain  a right  view 
of  the  possible  value  of  money,  it  is  quite  needful  that  we 
should  consider  what  is  to  be  done  in  the  continental  coun- 
tries by  the  natives  themselves,  as  if  first  undertaken  by  us.” 
Since  Wilson’s  time  the  great  revolution  in  the  movements  of 
capital  has  gone  on  increasing,  and  has  tended,  with  the 
growth  of  commerce  and  other  obvious  circumstances,  to  at- 
tract the  nations  of  the  world  toward  each  other,  and  to  bind 
them  together  into  one  great  monetary  organization.  John 
Stuart  Mill,  with  peculiar  facility,  points  out  the  interna- 
tional currents  which  convey  capital  between  the  various 
countries  of  modern  Christendom,  though  he  fails  to  appre- 
ciate some  of  its  most  important  results.  The  perpetual  over 
flow’  of  capital  from  the  plethoric  reservoir  of  older  countries 
to  irrigate  the  fruitful  fields  of  younger  nationalities,  says 
Mill,  “ has  a twofold  operation.  In  the  first  place,  it  does  what 
a fire,  or  inundation,  or  a commercial  crisis,  would  have 
done ; it  carries  off  a part  of  the  increase  of  capital  from 
which  the  reduction  of  profits  proceeds.  Secondly,  the  capi- 
tal so  carried  off  is  not  lost,  but  is  chiefly  employed  either  in 
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founding  colonies,  which  become  large  exporters  of  cheap 
agricultural  produce,  or  in  extending,  and  perhaps  improving, 
the  agriculture  of  older  communities.  It  is  to  the  emigration 
of  English  capital  that  we  have  chiefly  to  look  for  the  keep- 
ing up  of  a supply  of  cheap  food  and  cheap  material  of 
clothing,  proportional  to  the  increase  of  our  population ; thus 
enabling  an  increase  of  capital  to  find  employment  in  the 
country,  without  reduction  of  profits,  in  producing  articles  of 
manufacture  with  which  to  pay  for  this  raw  produce.  Thus 
the  exportation  of  capital  becomes  an  agent  of  great  efficiency 
in  extending  the  field  of  employment  for  that  which  remains, 
and  it  may  be  said  truly,  that  up  to  a certain  point,  the  more 
capital  we  send  away,  the  more  we  shall  possess  and  be  able 
to  retain  at  home.” 

In  prosecuting  the  study  of  the  foreign  exchanges  there 
are  several  points  to  be  considered.  First,  these  exchanges 
center  in  London.  Formerly  Paris  was  one  of  the  g^eat  cen- 
ters of  foreign  exchanges  ; but  since  the  suspension  of  specie 
payments  in  France,  and  the  vast  financial  transactions  con- 
nected with  the  German  indemnity  the  old  tendency  has 
been  increasing  to  make  London  the  single  point  on  which 
the  foreign  exchanges,  with  all  their  complex  machinery, 
turn.  The  consequence  is  that  a great  number  of  people  all 
over  the  world  have  continually  money  to  pay  or  to  receive 
in  London.  And  in  whatever  country  a merchant  may  be, 
if  he  has  to  send  a remittance  to  Australia,  to  Brazil,  to 
the  Cape  of  Good  Hope,  or  to  Constantinople,  or  to  Bom- 
bay, his  readiest  and  cheapest  way  is  to  send  his  corres- 
pondent in  either  of  those  places  a bill  on  London.  For 
that  correspondent  will  have  no  difficulty  in  finding  some 
person  who  wants  to  send  money  to  London,  and  who  will 
gladly  pay  cash  for  a good  bill.  Indeed  the  business  of  buy- 
ing and  selling  such  bills  is  so  extensive,  in  all  the  large 
cities  of  both  hemispheres,  that  it  gives  remunerative  occu- 
pation to  a class  of  the  most  intelligent  bankers  all  over  the 
world.  When  we  find  the  money  article  of  our  daily  news- 
paper quoting  sterling  exchange  in  New  York  at  4.88  for 
sixty-days’  bills,  and  4.90  for  three  days’  sight,  every  reader 
can  easily  see  what  is  meant.  The  meaning  is  that  if  we 
want  to  send  money  to  London  we  must  pay  for  every 
pound  sterling  4.88  or  4.90  in  gold,  the  smaller  price  con- 
taining a concession  for  interest  on  the  sixty  days  during 
which  the  bill  has  to  run.  In  other  words,  if  we  deposit 
with  our  banker  $4,880  or  $4,900  in  gold  he  will  give  us  a 
credit  on  London  and  promises  to  pay  to  our  order  ;^i,ooo 
at  a stipulated  time.  It  is  very  evident  how  much  the  ex- 
pense and  risk  incurred  by  any  private  individual  who  has 
money  to  pay  abroad  are  lessened  by  this  convenient  and 
safe  arrangement  for  international  payments.  Secondly,  let 
us  look  at  the  transactions  of  business  which  create  the  for- 
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eign  exchanges.  If  we  were  to  place  ourselves  in  London 
where  as  we  have  said  the  foreign  exchanges  have  their 
center,  we  should  find  that  bills  of  the  value  on  the  aver- 
age of  fifteen  millions  of  dollars  a day  are  created  and  can- 
celed. How  do  these  bills  originate  ? Legitimately  they  pro- 
ceed from  two  great  sources.  First,  from  the  sale  of  goods, 
and  secondly,  from  the  sale  of  securities.  The  former  of 
these  two  is  the  more  ancient,  while  the  latter  is  almost 
wholly  the  growth  of  the  century  in  which  we  live.  It  is 
this  class  of  bills,  as  we  shall  hereafter  see,  which  are  the 
most  important  and  the  least  understood.  There  are  very 
few  persons  who  cannot  give  an  accurate  account  of  the 
g^eat  movements  of  commerce  which  create  the  first  of  these 
two  classes  of  foreign  bills.  They  will  tell  us  that  if  the 
United  States  exports  cotton,  tobacco,  breadstuffs  and  other 
commodities  to  the  extent  of  100  millions  of  dollars  in 
three  months,  that  bills  of  exchange  to  the  credit  of  this 
country  will  be  created  to  the  value  of  $ 100,000,000.  This 
is  the  sum  of  money  which  will  have  to  be  paid  to  the 
United  States  by  its  foreign  creditors  on  account  of  the  ex- 
ports of  the  quarter.  Next  these  persons  would  tell  us  that 
if  the  imports  of  the  same  period  amount  to  100  millions 
that  the  bills  which  represent  these  imports  will  offset  the 
export  bills  and  be  paid  ouUof  their  proceeds.  Like  Pha- 
raoh's lean  kine  the  import  bills  would  eat  up  the  proceeds 
of  the  other  class  of  bills,  and  an  exact  balance  would  be 
the  result.  Thirdly,  however,  these  men  would  say  that  if 
the  export  bills  exceed  in  amount  the  bills  representing 
the  imports  gold  would  flow  to  the  United  States  from 
abroad,  and  inasmuch  as  London  is  the  great  center  in  which 
these  transactions,  are  settled,  our  theorist  would  say  that 
gold  would  begin  to  flow  this  way  from  London.  Hence  he 
would  prescribe  as  a sure  • means  of  obtaining  gold  from 
Europe  that  the  United  States  should  increase  their  exports 
and  diminish  their  imports.  Fourthly,  our  theorist  would 
take  the  case  in  which  while  our  exports  are  but  100  mil- 
lions our  imports  amount  to  120  millions  or  more.  Apply- 
ing to  these  facts  the  narrow  principles  of  his  system  he 
would  say  that  if  our  imports  of  commodities  exceed  our 
exports  we  shall  be  drained  of  gold  to  make  up  the  dif- 
ference. The  three  months'  international  trade  which  reports 
100  millions  as  the  aggregate  of  our  exports  against  120 
millions  of  imports  will  infallibly  exact  an  immediate  out- 
flow of  20  millions  of  gold  from  this  country  to  Europe. 

Is  this  argument  sound  ? Let  us  examine  it  in  the  light 
of  undoubted  facts,  and  in  order  that  we  may  do  this  to  the 
best  advantage,  let  us  apply  the  principle  to  some  country 
whose  foreign  exchanges  are  free  from  the  perturbation  of 
paper  money.  The  best,  indeed  the  only,  country  for  our 
purpose  is  Great  Britain.  For  there  chiefly  among  commercial 
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countries  is  a specie  currency  at  present  sustained.  Con- 
sequently in  Great  Britain,  if  anywhere,  the  principle  will 
hold  good  that  any  country  which  imports  more  than  it 
exports,  will  be  compelled  immediately  to  ship  gold  to  re- 
dress the  adverse  balance  of  the  foreign  exchanges.  In 
England  there  is  nothing  to  prevent  gold  from  flowing  oit 
of  the  country  as  there  is  in  France  and  some  other  nations 
of  Europe.  Any  banker  who  wants  gold  for  export,  can  get 
it  from  the  Bank  of  England  by  the  simple  process  of  pre- 
senting notes  at  the  counter  and  demanding  their  payment 
in  coin.  Now  it  is  quite  certain  that  there  has  been  no  ex- 
traordinary outflow  of  gold  from  England  during  the  last 
twenty  years.  Whenever  such  an  efflux  has  temporarily  set 
in,  it  has  invariably  stopped  in  a few  weeks.  With  this  fact 
in  mind,  let  us  look  at  the  otflcial  statements  of  the  Board 
of  Trade.  During  the  fifteen  years  following  the  panic  of 
1857,  the  value  of  British  goods  and  produce  exported  from 
Great  Britain  amounted  to  3,185  million  pounds  sterling. 
Add  351  millions  of  gold  and  silver,  bullion  and  specie,  and 
we  have  an  aggregate  of  3,536  million  sterling.  But  during 
the  same  period  there  were  imported  into  the  United  King- 
dom goods  and  produce  amounting  to  3,942  million  sterlings 
and  gold  and  silver  bullion  and  specie  amounting  to  419 
millions.  By  this  official  statement  it  is  clear  that  for  the 
period  in  question  the  imports  of  Great  Britain  has  exceeded 
the  exports  by  757  millions  sterling  in  goods  and  produce, 
and  by  68  millions  sterling  in  gold  and  silver.  The  total 
excess  of  British  imports  amounts  to  825  million  sterling, 
which  is  a considerably  larger  sum  than  the  British  National 
Debt.  Since  1872  the  excess  of  imports  has  been  still  more 
conspicuous.  In  the  year  1873  England  imported  goods  of 
the  value  of  37 1,000,000,  and  exported  ;^3i  1,000,000  worth 
of  goods.  In  1874  and  1875  the  exports  fell  off,  while  the 
imports  were  well  sustained. 

It  would  be  easy  to  multiply  statistics  on  this  subject,  but 
we  forbear,  our  purpose  being  simply  to  prove  that  the  mech- 
anism of  the  foreign  exchanges  is  not  so  simple  as  many 
superficial  thinkers  have  sometimes  imagined.  In  a future 
article  we  shall  examine  the  evidence  which  has  been  ad- 
duced by  some  writers,  in  support  of  the  opinion  that  the 
profit  which  thriving  commercial  countries  like  the  United 
States  or  England,  gain  upon  their  foreign  commerce,  is  al- 
most precisely  measured  by  the  excess  of  the  imports  over 
the  exports  for  a term  of  years.  As  regards  the  United 
States  and  other  young  countries,  this  rule  will  certainly  re- 
quire some  qualification  to  provide  for  the  effects  of  the  in- 
flux of  capital  from  older  countries  for  investment.  But  this 
leads  us  to  consider  thfe  second  of  the  two  great  sources  of 
foreign  bills,  namely  the  purchase  and  sale  of  securities.  To 
simplify  and  summarize  what  we  shall  have  to  say  hereafter. 
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on  this  subject,  we  will  recur  to  one  of  the  cases  above 
stated,  and  suppose  the  exports  of  the  United  States  to  be 
one  hundred  millions  and  the  imports  one  hundred  and 
twenty  millions,  leaving  twenty  millions  as  a debit  balance 
against  the  United  States  on  the  export  of  goods.  How  is 
such  a balance  to  be  redressed  without  the  immediate  ship- 
ment of  gold  ? The  answer  is  that  securities  may  be  ex- 
ported, such  as  five-twenties  or  the  new  fives,  or  any  market- 
able shares  or  bonds.  Moreover,  the  extensive  machinery  of 
credit  is  so  organized  that  great  amounts  of  capital,  in  the 
shape  of  balances  of  current  accounts,  may  be  carried  over 
for  long  periods,  when  the  foreign  money  markets  are  easy. 
This  section  of  the  great  field  of  the  international  money 
market  we  have  not  space  to  explore  further  at  present. 


PRODUCTIVE  POWER  AS  DEPENDENT  ON  COAL. 

The  fall  in  the  price  of  some  of  the  securities  of  certain  com- 
panies interested  in  the  coal  combination,  has  given  rise  to 
not  a little  public  agitation,  and  the  effect  has  been  increased 
by  the  recent  advance  in  the  price  of  coal,  in  face  of  a fall- 
ing off  in  the  demand  which  has  long  been  less  than  the 
supply.  For  some  time  the  rumor  has  been  in  circulation  that 
dissensions  had  arisen  and*  that  the  monopoly  was  about  to  be 
broken  up.  This  rumor  is  now  set  at  rest.  On  the  24th 
July,  in  this  city,  the  Board  of  Control  of  the  combination 
of  coal  companies  held  a meeting.  Its  object  was  to  adjust 
the  difficulties  with  the  Lehigh  Valley  Railroad  and  Coal 
Company,  who  had  shipped  during  the  month  of  June  about 
80,000  tons  more  of  coal  than  is  prescribed  in  the  agreement 
adopted  19th  February,  when  the  coal  combination  was  or- 
ganized. As  the  Lehigh  Valley  Company  agreed  to  suspend 
shipments  of  coal  to  tidewater  for  two  weeks  in  August,  so 
as  to  equalize  their  tonnage  and  reduce  the  excess  they  had 
in  June,  the  difficulties  were  amicably  settled,  and  a resolution 
was  adopted  to  hold  monthly  meetings  of  the  Board  of  Con- 
trol in  this  city,  for  the  consideration  of  questions  relating  to 
the  regulation  of  the  price  of  coal  and  to  the  restriction 
of  the  supply  allowed  to  come  into  the  market.  How  far 
this  adjustment  of  the  trouble  will  satisfy  the  public  is 
doubtful. 

In  the  present  condition  of  mechanical  science  the  indus- 
trial progress  of  cities  and  nations  depends  very  much  upon 
their  supply  of  coal.  For  more  than  a century  scientific  ex- 
periments have  been  made  in  the  hope  of  discovering  some 
mode  of  generating  heat  which  would  drive  machinery  and 
enable  manufacturing  industry  to  dispense  with  coal,  or  else 
to  economise  its  use.  In  England  some  years  ago,  during 


Digitized  by  LjOOqIc 


90 


THE  banker’s  magazine. 


[August, 


the  premiership  of  Mr.  Gladstone,  the  quietude  of  a dull  sea- 
son was  enlivened  by  a somewhat  excited  discussion  of  the 
question  what  England  would  do  when  her  coal  was  exhaust- 
ed. If  newspapers  had  existed  among  the  ancient  Britons,  in 
Julius  Caesar’s  time,  a similar  question  might,  perhaps,  have 
been  propounded  in  regard  to  the  disappearance  of  the  for- 
ests and  the  possible  failure  of  the  supply  of  wood  and  char- 
coal for  those  manufactures  of  iron,  which  even  then  had 
been  carried  on  and  celebrated  from  time  immemorial.  There 
was,  however,  this  salutary  result  under  the  Gladstone  ad- 
ministration, that  a vigorous  policy  was  initiated  for  paying 
off  a yearly  installment  of  the  public  debt.  How  long  the 
movement  will  be  kept  up  is,  however,  a matter  of  dispute 
and  doubt.  Another  benefit  of  the  discussion  is  the  stimulus 
that  has  been  given,  in  England  and  elsewhere,  to  various 
inventions  for  generating  motion  without  heat,  or  without  the 
extravagant  waste  of  heat  which  is  common  in  the  nineteenth 
century.  In  the  Centennial  Exposition,  at  Philadelphia,  there 
are  a number  of  mechanical  inventions  which  will  be  exam- 
ined with  interest  by  those  persons  who  are  desirous  to  watch 
the  progress  of  this  department  of  American  enterprise.  In 
this  country  such  inventions  and  mechanical  contrivances  at- 
tract the  more  attention  because  of  the  high  price  of  coal. 
The  policy  of  the  Pennsylvania  companies  in  enhancing  the 
cost  to  the  public  may,  perhaps,  be  unwittingly  aiding  the 
development  of  some  new  methods  by  which  coal  will  be  less 
needed  or  more  utilized  in  the  productive  industry  of  the 
country.  Such,  at  least,  is  the  suggestion  which  has  been 
put  forth,  in  various  quarters,  as  a result  of  the  recent  un- 
popular advance  for  July  and  August.  It  appears  that  the 
production  of  anthracite  coal  this  year  amounts  to  above 
1,000,000  of  tons  more  than  that  of  the  same  period  of  1875, 
and  about  1,000,000  of  tons  less  than  the  production  of  the 
same  period  of  1874.  Since  last  midsummer,  when  the  re- 
sumption of  mining  took  place  in  all  the  coal  regions,  the 
weekly  production  has  greatly  increased  and  it  has  surpassed 
the  demand.  Instead,  however,  of  stimulating  the  consump- 
tion by  reducing  the  price,  the  coal  companies  have  united 
together  in  announcing  an  advance.  At  the  same  time  they 
have  diminished  the  production  by  suspending  work  every 
alternate  week,  and  they  are  said  to  have  established  such 
a severe  discipline  over  all  the  coal  producers  that  there  is 
no  opposition  to  this  short-sighted  and  mischievous  policy. 
Whether,  as  suggested  above,  there  is  likely  to  be  any  com- 
pensative benefit  to  the  public  from  this  ill-timed  advance  in 
the  price  of  coal  we  can  not  tell.  Two  theories  have  been 
put  forth  on  this  subject,  besides  that  alluded  to  above.  First, 
it  is  argued  that  the  bituminous  coal  production  will  be  so 
stimulated  by  the  high  price  at  which  the  anthracite  market 
is  artificially  held,  and  that  the  result  of  this  stimulus  will  be 
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to  establish  a formidable  competition  in  the  general  coal  sup- 
ply of  the  country.  Secondly,  it  is  suggested  that  as  some  of 
the  coal  companies  are  embarrassed  and  over-expanded  their 
combination  can  not  be  kept  up  in  the  face  of  the  existing 
depression  of  financial  and  mercantile  aftairs.  Whether  these 
results  follow  or  not,  it  is  certain  that  by  enhancing  the  price 
of  coal  the  Pennsylvania  corporations  have  attracted  to  them- 
selves and  their  policy  an  amount  of  public  attention  which 
they  have  seldom,  if  ever,  received  before.  During  the  past 
eight  or  ten  years  they  have  had  the  sympathy  of  the  public 
in  their  contests  with  the  combinations  and  strikes  of  their 
men.  The  operative  miners  have  ceased,  however,  to  seek,  by 
restricting  their  hours  of  work,  to  compel  the  public  to  pay 
twice  as  much  for  coal  as  they  ought  to  pay.  Mr.  Siney  and 
his  deluded  followers  being  thus  worsted  in  their  attempts  to 
check  the  productive  growth  of  the  country,  by  raising  the 
price  of  one  of  its  chief  raw  materials,  his  mischievous  policy 
must  not  be  adopted  by  great  financial  corporations,  who 
have  so  much  to  lose  should  they  suffer  a defeat,  which  is, 
sooner  or  later,  inevitable.  The  friends  of  these  companies 
will  look  with  some  anxiety  upon  their  proceedings  in  the 
immediate  future. 


GROWTH  OF  OUR  RAILROAD  SYSTEM. 

For  two  principal  reasons  the  growth  of  our  network  of 
railroads  claims  the  attention  of  bankers  and  the  notice  of 
this  magazine.  First,  the^  railroads  of  this  country  are  a 
wide-spread,  powerful  instrument  of  production.  They  create 
wealth ; they  enrich  the  community  ; they  constitute  one  of 
the  most  important  means  by  which  the  industrial  forces  of 
the  nation  are  replenished  and  developed.  Secondly,  our 
railroads  supply  a valuable  mass  of  securities  for  the  invest- 
ment of  the  surplus  resources  of  the  frugal  classes.  It  is  a 
law  of  finance  that,  other  things  being  equal,  the  savings  of 
any  nation  grow  in  proportion  as  safe  investments  are  of- 
fered to  attract  them.  The  capital  of  a rich  thriving  coun- 
try in  modem  times  is  to  a great  extent  diffused  like  moist- 
ure in  the  atmosphere,  and  it  requires  a special  mechanism 
to  condense  it,  to  collect  it  and  to  make  it  available  for 
economic  uses.  Savings  banks  collect  one  description  of  this 
diffused  capital  which  floats  about  in  the  community.  An- 
other description  of  this  floating  capital  is  collected  by  our 
numerous  banks,  another  by  industrial  enterprises,  and  finally 
an  important  class  of  floating  capital  is  collected  and  ab- 
sorbed by  railroad  and  other  securities,  of  which  there  has 
been  such  a prodigious  creation  during  the  last  half  centur}\ 
Let  us  briefly  examine  the  progress  of  our  railroad  system 
last  year  in  these  two  respects.  In  regard  to  its  efficiency 
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as  an  instrument  of  production  we  learn  from  Poor's  Man- 
ual, just  issued,  that  in  the  twelve  months  ending  January 
I St,  1876,  we  have  added  to  our  railroad  system  1,917  miles. 
Hence  the  total  length  of  our  railroad  system  is  now  74,658 
miles.  At  the  close  of  the  war  we  had  but  35,000  miles  of 
railway,  so  that  in  ten  years  we  have  constructed  nearly 
40,000  miles,  of  which  28,675  niiles  were  built  in  the  five 
years  which  culminated  in  the  panic  of  1873.  That  catas- 
trophe many  people  supposed  was  destined  to  stop  railroad 
building  in  this  country  altogether.  It  has  certainly  checked 
the  wild  recklessness  of  railroad  growth.  Still  the  mileage 
of  new  construction  since  the  panic  has  been  nearly  equal 
to  the  average  of  the  previous  quarter  of  a century.  The 
construction  of  the  past  eleven  years  will  be  seen  from  the 
following  table  : 

‘ Railroad  Construction,  1865-1875. 


States.  1875.  1874.  1873.  1872.  1871.  1870.  1869.  1868.  1867.  1866.  1865. 

New  Eneiand  States  5,638  5,509  5,314  5,053  4.898  4,494  4,301  4,019  3.938  3,868  3,834 

Middle  States i4>74<>  i4>oi9  13,499  12,380  10,991  10,752  9,765  9,555  9,144  8,539 

Western  Statesi....  35,847  35,000  33,961  32,112  28,269  2.3i54«>  *9.884  16,889  15.226  13,621  12,847 

Southern  Suites  ....  15,919  15,602  15,353  *4, **2  13,246  12,196  11,107  10,683  10,126  9,867  9,632 

Pacific  States 2,514  2,339  2,193  >.959  *.765  >.677  1,164  889  431  327  233 


Grand  Total....  74,658  72,741  70,840  66,735  60,568  52,898  47,208  42,255  39,276  36,827  35,085 


When  we  remember  that  every  well-built  railroad  opens 
new  markets  for  the  produce  of  the  territory  it  traverses  and 
gives  a new  value  to  its  farms,  its  mines  and  its  forests, 
we  shall  easily  recognize  in  the  rapid  growth  of  our  rail- 
road system  one  of  the  most  active  forces  which  have 
been  at  work  for  the  development  of  our  industry  and 
wealth  during  the  last  half  century.  Some  statisticians  tell 
us  that  railroads  add  ten  times  their  cost  to  the  solid 

wealth  of  the  community.  On  this  rough  estimate  our 
railroads  which  have  cost  5,000  millions  would  be  com- 
puted to  have  created  new  wealth  to  the  amount  of  50,000 

millions  of  dollars;  or  twenty  times  as  much  as  the  Na- 
tional debt.  Many  other  estimates  have  been  made,  some 
of  which  are  very  conflicting.  There  is,  however,  one 

common  error  in  all  these  statistical  calculations.  They 
attempt  to  apply  a fixed,  rigid  measurement  to  a quantity 
that  is  not  fixed,  but  is  growing  with  an  uneven  spasmodic 
irregularity  which  defies  rigid  admeasurement  and  rule. 
Without  attempting  to  express  in  precise  figures  the  pro- 

ductive power  of  our  railroad  systems,  we  may  be  content  to 
recognize  the  general  fact  that  they  enhance  the  produc- 
tive power  of  a commercial  people  to  an  extraordinary 
degree,  and  that  they  do  it  by  opening  new  markets,  by 
saving  time  in  travel,  by  conveying  goods  at  a cheaper  rate, 
and  generally  by  stimulating  the  forces  of  material  growth 
and  diminishing  the  difficulties  which  oppose  the  production 
and  distribution  of  the  products  of  industry.  It  may  be 
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interesting  in  this  point  of  view  to  compare  the  mileage  of 
railroads  in  this  country  with  that  of  the  chief  countries  of 
Europe.  Mr.  Poor  gives  the  following  statistics,  which, 
though  not  so  completely  accurate  as  we  could  wish,  are 
approximately  true: 

Area.  Population.  Railr'ds  Railroad  Mile  to 


Countries  and  States. 

English 

Census  or 

- — , tn 

Ratio  operation 

Area, 

Inhab- 

So.  Miles. 

Estim.  1875,  So.  m.  Miles. 

So.  m. 

Hants. 

North  America. 

United  States  of  America 

• 3.026,504  . 

43.785,718  . 

14.4  . 74,658  . 

40.5  . 

586.5 

Dominion  of  Canada 

686,353  . 

4,941,6^  . 

7.2.  4.488. 

152.9  . 

1,101.1 

United  States  of  Mexico 

. 829,916  . 

8,133.719  • 

9.8  . 327  . 

2,538.0  . 

24,873.8 

Total  North  America 

• 4.542,773  • 

. 56,861,127  . 

12.4  . 79,473  . 

57-2  . 

707  3 

Europe. 

Oreat  Britain  and  Ireland 

122,520  . 

32,006,576 

261.2  . 16,699  . 

7-3  • 

1,916  9 

France.  

307,149  . 

36,391,702  . 

175-7  • 12,376  . 

16.7  . 

2,940.0 

Sp>ain 

182,713  . 

* 16,681,719  . 

91.3  . 3,818  . 

47.8  . 

4.269.2 

Portugal 

36,869  . 

3.997.401  . 

108.5  643  . 

221.8  . 4,787  . 

54-2  . 

6,216.8 

Italy 

. 121,718  . 

26,997.663  . 

25-4  • 

5.6 ?9  7 

Switzerland 

. 15,261  . 

2,763.107  • 

iSi.o  . 1,098  . 

13.9  • 

2,607.0 

Austria 

171,215  . 
69,391  . 

29,400,386  . 

171.7  . 6,366  . 

26.9  . 

4,621.9 

Hungary 

10,391.718  . 

149.7  . 3,966  . 

188. 1 . 17,372  . 

17.5  • 

2,620.2 

Germany 

224,370  . 

42,19i,7«4  • 

12.9  . 

2,428.9 

Belgium 

Holland 

ii,3»3* 

5,108,672  . 

451.6.  2,249. 

266.5  • 1,062  . 

51  • 

1,645-8 

13,890  . 

3,701,319  • 

131  • 

3.485  2 

Luxemburg 

990  . 

197,528  . 

1,995.2  . 169  . 

5-9  • 

i,i68.8 

Denmark A . . 

. 21,856  . 

1,991,896  . 

91.1  . 789  . 

27.7  . 

2,524-6 

Sweden 

. 170,100  . 

3.971.309  . 
1,628,278  . 

23-3  • 2,478  . 

68.8  . 

1,201.5 

Norway 

. 123,228  . 

13  a . 325  • 

381.5  • 

5.041  1 

Russia 

• 2,120,397  . 

71,174,198  . 

33.6  . 12,074  . 

175.6  . 

5,894.8 

Roiimania. 

. 65,363  . 

3,607,512  . 

55.2  . 766  . 

85  3 • 

4.709-5 

Turkey 

. 189,220 . 

12,737,019  . 

67-3  • 963  • 

196.5  . 

13.226.4 

Greece 

19,250  . 

1.457.894  . 

75-7  • 7 • 

2,750.0  . 

208,270.5 

Total  Europe 

. 3,886,813  . 

306,397.611  . 

78.8  . 88,007  . 

44-2  . 

3.481-5 

We  now  leave  the  first  branch  of  our  subject  and  take  up 
the  second.  Here  our  railroads  are  regarded  as  a property 
earning  dividends  for  its  owners.  It  is  to  be  regretted  that 
this  year’s  Manual  does  not  give  us  such  elaborate  statements 
under  this  head  as  were  given  in  previous  years.  Still,  as 
far  as  it  goes,  the  statistics  are  extremely  useful.  Few  per- 
sons, who  have  not  been  engaged  in  such  works,  have  any 
adequate  idea  of  the  expense  and  labor  necessary  to  insure 
accuracy  and  fullness.  The  subjoined  table  shows  the  opera- 
tions during  the  past  five  years  of  such  railroads  as  have 
reported  their  earnings  and  condition  : 

Y^ar  Stock  and  Gross  Net  Freight  Passenger  Dhidends 

^ * Op'ra'd.  Bonds.  Earnings.  Earnings.  Earnings.  Earnings.  Paid. 

1875..  71,759  $4,658,208,630  $503,065,505  $185,506,438  $363,960,234  $139,105,271  $74,294,208 

2874..  69,273  . 4,221,763,594  . 520,466,016  . 189,570,958  . 379.466,935  . 140,999,081  . 67,042,942 

1873..  66,237  . 3.784.543.034  • 526,419.93s  • 183,810,562  . 389.035.508  . 137,384,427  , 67,120,709 

1872..  57,323  . 3.159.423.057  • 465.241.055  • 165.754.373  • 340,931.785  • 132,309.270  . 64,418,157 

1871..  44,614  . 2,664,627,645  . 403,329,208  . 141,746,404  . 294,430,322  . 108,898,886  . 56,456,681 

It  thus  appears  that  the  net  earnings  of  our  railroad  sys- 
tem amount  to  3*98  per  cent,  on  the  capital  account,  as 
shown  for  the  year  1875.  This  proportion  of  net  earnings  is 
greater  than  many  persons  have  supposed,  and  it  is  not  much 
exceeded  by  the  railroad  system  of  England  or  of  Continental 
Europe. 

As  might  be^  expected  from  the  rapid  growth  of  our  rail- 
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road  system,  and  from  the  fact  that  much  of  the  territory 
it  traverses  is  undeveloped,  there  are  a considerable  num- 
ber of  the  railroads  that  pay  no  dividends.  To  this  sub- 
ject, however,  we  will  return  hereafter.  The  gross  earnings 
as  reported  in  the  foregoing  table  are  less  by  ^17,400,511 
than  those  of  the  previous  year,  and  the  net  earnings  show 
a decrease  of  $4,064,520.  The  freight  traffic  has  fallen  off 
$15,506,701,  and  the  passenger  traffic  $1,393,810.  The  capi- 
tal stock  of  the  reported  roads  is  $2,198,601,281,  on  which 
the  dividends  average  3.38  per  cent.  The  funded  and  other 
debt  is  $2,549,607,349.  The  amount  of  railroad  bonds  on 
which  default  has  been  made  is  $680,000,000.  These  de- 
faulted bonds  at  7 per  cent,  interest  involve  a yearly  loss 
to  the  investors  of  $47,950,000.  It  is  to  be  regretted  that 
we  have  not  the  data  for  ascertaining  how  this  large  ag- 
gregate of  defaulted  bonds  compares  with  that  of  other 
countries.  Our  railroad  statistics,  imperfect  as  they  remain, 
are  in  this  respect  more  complete  and  more  accessible 
to  the  public  than  most  of  those  compiled  abroad.  It  is 
hoped  that  our  Bureau  of  Statistics  will  be  empowered  by 
Congress  to  collect  all  the  railroad  statistics  of  the  country 
in  a CO  aplete  form,  as  is  done  by  the  British  Board  of 
Trade. 


FINANCIAL  LOSSES  BY  INSOLVENCY. 

Economic  science  has  been  defined  as  the  Philosophy  of 
commerce.  We  do  not  wholly  accept  this  definition,  because 
it  is  too  narrow  and  restricted.  Still  it  sets  forth,  with  suffi- 
cient clearness,  a part  of  the  work  which  economics  have  to 
perform  in  the  present  age.  Commerce  is  the  subject  of  po- 
litical economy  just  as  the  circulation  of  the  blood  is  a part 
of  the  subject  matter  of  physiology.  For  as  the  latter 
science  treats  of  many  other  functions  of  the  body  besides 
the  circulation,  so  the  former  science  treats  of  many  other 
productive  activities  of  the  nation  besides  commerce.  Among 
the  miscellaneous  subjects  under  the  purview  of  political  econ- 
omy, are  mercantile  failures;  and  it  is  the  function  of  this 
science  to  search  out  and  classify  the  causes  of  such  failures, 
to  compile  their  history  and  statistics,  and  to  discover  some 
remedies  which  will  diminish  or  prevent  the  losses  they  inflict 
every  year  upon  commercial  countries. 

A recent  writer  in  one  of  the  English  reviews  expressed  the 
opinion  that  by  wisdom  on  the  part  of  traders  and  by  a pru- 
dent management  of  business,  failures  and  bankruptcies 
would  in  course  of  time  be  more  and  more  prevented.  There 
is  little  indication  at  present  of  the  realization  of  this  opti- 
mist view,  much  as  it  may  desired.  We  have  received  from 
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Messrs.  Dun  & Co.,  their  circular  reporting  the  failures  in  the 
United  States  for  the  last  six  months  ; and  we  regret  to  find 
that  great  as  were  the  failures  of  last  year  they  are  exceeded 
by  those  of  1876.  The  aggregates  are  compared  as  follows  : 

FAILURES  JANUARY  TO  JUNE,  1875-6. 

Pirsi  quarter.  Second  quarter.  Six  mouths. 

No.  Amount.  No.  Amount.  No,  Amount. 

1875  ...  1,982  $43,000,000  ...  1,581  $33,000,000  ...  3,563  $76,000,000 

1876  ...  2,806  6^000,000  ...  1,794  43,000,000  ...  4,600  107,000,000 

One  of  the  obvious  lessons  suggested  by  these  figures  is 
that  the  effects  of  the  panic  of  1873  have  not  as  yet  spent 
their  whole  force.  If  we  had  before  us  the  details  of 
each  of  these  cases  of  failure,  we  should  doubtless  find 
that  the  losses  which  have  ruined  half  of  the  insolvents  of 
the  past  year  are  of  an  origin  dating  before  the  panic.  The 
process  of  weeding  out  the  weak  and  crippled  firms  is  of  ne- 
cessity a tedious  and  painful  one,  and  it  is  in  all  probability 
far  from  complete  as  yet.  Another  suggestion  is  that  there 
is  still  too  much  extravagance  among  our  mercantile  commu- 
nity. A well-known  Canadian  merchant,  Mr.  John  Mac 
Donald,  M.  P.,  of  Toronto,  in  his  excellent  little  book  on 
“ Business  Success,*’  declares  that  eighty  per  cent,  of  the 
failures  in  the  present  day  proceed  from  extravagance.  Per- 
haps this  is  too  high  an  estimate.  Still,  directly  and  indi- 
rectly, prodigality  in  the  present  age  is  ruining  multitudes. 
It  is  true  that  of  late  there  has  been  a notable  increase  of 
frugality  of  expenditure  in  all  parts  of  this  continent.  It  is 
one  of  the  salutary  lessons  which  the  panic  has  taught  us. 
Still  we  are  slow  to  learn  it,  as  is  proved  by  the  large  num- 
ber of  failures  which  are  justly  attributed  to  extravagance. 
On  this  subject  the  circular  before  us  offers  some  judicious 
remarks.  It  says,  that  although  business  continues  in  a very, 
depressed  condition  and  the  results  of  trade,  with  rare  excep- 
tions, have  been  exceedingly  unsatisfactory ; although  values 
continue  to  decline,  and  uncertainty  and  anxiety  exist  in  all 
quarters,  the  causes  which  produced  this  condition  of  things 
have  been  almost  completely  reversed:  ‘Mn  the  place  of  reck- 
less overtrading,  we  have  now  lessened  sales  guided  by  cau- 
tion, and  also  prudence  in  purchasing.  Instead  of  enormous 
over-production  of  all  descriptions  of  manufactures,  there  is 
now  the  strongest  tendency  to  limit  the  product,  and  thus 
lessen  the  possibility  of  a still  further  decline  in  prices. 
Vastly  increased  expenditure  on  public  works  has  been  suc- 
ceeded by  the  almost  complete  cessation  of  construction. 
Economy  in  business  and  personal  expenses  has  taken  the 
place,  to  a very  large  extent,  of  extravagance  and  reckless 
liberality,  and  this  very  tendency,  while  it  is  the  cause  of  re- 
stricted business,  is  one  of  the  best  signs  of  an  early  return  of 


Digitized  by  LjOOQle 


^6 


THE  banker’s  magazine. 


[August, 


prosperity.  So  that  in  all  departments  there  is  evidently  a 
change,  and  such  a change  as  it  was  necessary  for  the  three 
years  of  depression  to  produce,  and  without  which  it  was 
hopeless  to  expect  a revival  of  business  on  a sound  basis. 
Having  reached  this  condition,  is  there  not  ground  for  hope 
that  a better  state  of  things  may  now  prevail  ? • It  would  oe 
idle  to  expect  that  very  marked  improvement  will  be  evident 
in  the  immediate  future.  Things  have  reached  too  desperate 
a state  to  permit  such  a hope.  The  circumstances  of  an  ex- 
citing political  campaign  are  not  favorable  to  the  growth  of 
confidence,  and  the  return  of  business  to  its  wonted  channels. 
But  the  coming  Autumn  will,  it  is  believed,  afford  hopeful  in- 
dications for  the  future.  Another  year  of  great  productive 
power  has  been  given  to  farmers  and  planters,  and  the  coun- 
try must  be  greatly  enriched  by  the  realization  of  the  agri- 
cultural wealth  with  which  it  now  teems.  Internal  indebt- 
edness is  not  excessive  ; stocks  of  goods  in  all  quarters  have 
seldom  been  so  small  ; prices  have  touched  a point  so  far 
below  cost  of  production,  that  an  improvement  in  value  can 
hardly  fail  to  take  place,  and  it  seems  impossible  that  cir- 
cumstances could  exist,  more  favorable  to  improve  the  con- 
dition of  legitimate  trade  of  supplying  the  wants  of  the 
people,  than  now  prevail.  Speculation,  and  expanded  oper- 
ations involving  large  and  permanent  investments,  are  not 
likely  to  receive  much  encouragement.  But,  there  ought  to 
be  an  increased  demand  for  goods  of  necessity  and  value, 
and  with  this  should  follow  better  reports  of  the  condition 
of  the  various  parts  of  the  country  than  we  are  now  able 
to  present.  The  power  of  absorption  by  a vast  people  in 
condition  to  purchase  and  pay  for  merchandise  is  very  great; 
that  power  has  now  reached  its  lowest  level ; yet,  as  will 
be  seen,  we  have  had  fewer  failures  in  the  last  three  months 
than  for  the  previous  quarter,  and  the  fact  that  there  are 
many  signs  of  a more  hopeful  condition  of  business  is  un- 
deniable.” 

But  there  is  andther  cause  of  failures  in  business,  one  of 
these  the  circular  singles  out  for  special  notice,  the  de- 
fects of  the  bankrupt  law  and  the  inducements  and  facilities 
which  are  thus  offered  to  swindlers  to  go  into  business  for 
the  purpose  of  making  fraudulent  failures.  This  criticism  is 
not  too  severe  ; it  is  as  applicable  to  other  countries  as  to 
our  own.  The  difficulty  is  to  devise  a remedy.  Not  a few 
of  our  readers  will  agree  with  Messrs.  Dun  & Co.,  who 
say,  that  “in  its  present  shape,  the  law  could  scarcely  have 
been  more  cunningly  devised  to  help  a dishonest  trader  to 
swindle  his  creditors,  and  the  failures  have  been  largely  in- 
creased in  consequence  of  its  operation.  While  the  dispo- 
sition to  encourage  settlements  and  compromises  has  been 
less  evident,  there  is  still  too  great  a laxity  in  the  investi- 
gation as  to  the  causes  of  failures,  and  doubtless  a large 
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number  have  occurred  for  the  direct  purpose  of  making 
money  thereby.  The  necessity  for  rigid  scrutiny  in  all  cir- 
cumstances attending  a suspension  was  never  greater.  The 
moral  tone  of  business,  success  of  the  deserving,  and  pun- 
ishment of  would-be  swindlers,  call  for  the  best  judgment 
of  creditors,  while  the  task  of  ridding  the  trading  commu- 
nity of  incapables,  and  reducing  the  excessive  number  who 
now  divide  up  a limited  trade,  until  there  is  no  profit  for 
any,  is  one  of  the  highest  duties  each  merchant  and  banker 
owes  to  the  prosperity  of  his  country.'’ 

There  are  two  general  aspects  in  which  the  losses  may  be 
regarded  which  failures  inflict  on  the  community.  First,  there 
is  the  creditor’s  loss,  and  secondly,  the  loss  of  the  insolvent 
himself.  As  to  the  former,  every  person  who  has  had  much 
experience  or  opportunity  for  observation  knows  that  a large 
amount  of  the  weakness  which  prevails  in  so  many  departments 
of  business  arises  from  past  losses  by  bad  debts.  Hence  it  has 
often  been  proposed  to  apply  to  debts  the  principle  of  insur- 
ance, and  if  it  were  possible  to  do  so  one  fruitful  cause  of  indus- 
trial stagnation  would  no  doubt  be  corrected.  For  obvious  rea- 
sons, however,  there  is  no  prospect  that  this  expedient  for  dimin- 
ishing the  perils  of  business  can  be  adopted  without  producing 
evils  commensurate  with  the  advantages  it  promises.  The  best 
way  of  lessening  the  evils  in  question  is  to  secure  an  equitable 
dividend  from  the  assets  of  the  insolvent  debtor.  As  to 
the  methods  of  accomplishing  this,  jurisprudence  has  for 
many  previous  centuries  been  tasking  its  resources  with  in- 
different success.  If  we  remember  this  fact  we  shall  be  less 
disposed  to  wonder  at  the  defects  of  our  own  legislative 
attempts  to  solve  the  problem  by  a National  Bankruptcy 
Act. 

In  looking  back  through  the  financial  history  of  Europe 
and  of  this  country  we  cannot  fail  to  note  certain  periods 
in  which  the  statistics  of  the  law  of  insolvent  debtors  re- 
ceive a special  share  of  popular  discussion.  To  one  of  these 
periods  we  have  now  arrived,  as  is  proved  by  the  fact  that 
in  England  and  in  almost  eveiy  country  of  continental 
Europe,  as  well  as  in  the  United  States,  the  newspapers  and 
the  halls  of  legislation  have  been  prolific  of  discussions  on 
the  subject.  One  of  the  most  interesting  contributions  to 
the  history  of  insolvent  legislation  has  just  been  given  by 
Lord  Cairnes  in  the  British  House  of  Peers.  As  Lord  Chan- 
cellor he  has  been  led  to  investigate  the  problem  of  insol- 
vent administration,  and  it  may  interest  our  reformers 
to  know  that  the  faults  which  they  find  in  our  own  bank- 
ruptcy law  are  many  of  them  present  in  the  law  of  Eng- 
land. The  defects  of  our  national  law  of  bankruptcy  are 
well  known  and  have  been  often  expounded.  We  com- 
plain how  costly  is  the  procedure  and  how  inefficient  are 
the  results  of  the  system  without  realizing  the  difficulties 
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which  Stand  in  the  way  of  reform.  These  difficulties  are 
so  formidable  that  other  nations  have  been  at  work  for 
many  years  in  vain  attempts  at  their  removal.  The  latest 
of  these  efforts  at  reform  is  that  of  the  Lord  Chancellor, 
and  in  many  points  of  view  it  is  worthy  of  particular  study 
in  this  country  at  the  present  moment. 

From  an  official  report  quoted  by  Lord  Caimes  we  find 
that  the  three  methods  of  settling  up  insolvent  estates  in 
England  yielded  in  the  year  1875  the  following  results.  The 
adjudications  in  bankruptcy  were  965,  the  liquidations  by 
arrangement  4,233,  and  the  compositions  with  creditors 
2,691.  It  thus  appears  that  of  nearly  8,000  failures  about 
one-eighth  were  settled  up  by  bankruptcy.  It  is  interest- 
ing to  find  out  how  far  these  various  methods  of  settle- 
ment protected  the  interests  of  the  creditors.  The  report 
says  that  the  liabilities  in  “bankruptcies”  were  6,981,240; 
those  in  the  “liquidations  by  agreement”  12,443,999, 
and  those  in  the  “ compositions,”  6,068,000.  The  assets 
realized,  were  in  the  first  case,  960, 755;  in  the  second, 

4,598,473;  and  in  the  third,  ;£  i, 773,551-  It  will  be  seen, 
therefore,  that  the  interests  involved  in  the  liquidations  and 
compositions  are  much  larger  than  those  in  the  bankrupt- 
cies proper.  As  these  liquidations  and  compositions  appear 
to  be  so  largely  in  favor  with  the  creditors,  it  might  seem 
that  there  would  be  no  dissatisfaction  with  the  result ; but 
it  appears  that  in  very  many  cases  great  pressure  is  brought 
to  bear  on  creditors  to  make  them  consent  to  such  ar- 
rangements. It  is  moreover  complained  that  in  liquidation 
or  composition  the  trustee  is  absolutely  master  of  the  sit- 
uation. In  these  cases  he  decides  as  to  the  debts  which 
ought  to  be  proved  and  as  to  everything  to  be  done  in  the 
liquidation,  so  that  there  is  often  a good  deal  of  dissatis- 
faction as  to  the  result. 

It  is  easy  to  see  that  a multitude  of  abuses  would  be  like- 
ly to  spring  up  under  the  stimulus  of  this  system.  Still  it 
has  certainly  accomplished  some  of  the  objects  for  which  it 
was  devised  in  1869.  For  instance,  it  has  lessened  the  num- 
ber of  bankruptcies  and  facilitated  simpler  modes  of  settle- 
ment. But  in  accomplishing  this  process  of  simplification, 
the  present  system  is  believed  to  have  introduced  worse  evils 
than  those  it  corrected.  Hence  the  loudest  and  most  general 
complaints  against  the  present  system  are  those  suggested  by 
these  “ arrangements,”  although  practically  . every  thing  is 
drawn  into  them,  and  they  seem  to  be  popular.  Out  of 

5,432,000  assets  of  English  insolvents,  in  the  year  1874, 

4,946,000,  or  more  than  ninety  per  cent.,  were  under  these 
two  sections.  In  the  same  year,  out  of  2,549  compounding 
debtors  (under  section  126)  only  162  were  able  to  pay  their 
creditors  more  than  fifty  per  cent,  of  what  they  owed  them, 
while  1,803  were  unable  to  pay  more  than  twenty-five  per 
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cent.,  and  1,059  of  these  not  more  than  twelve  per  cent.,  in- 
cluding 501  debtors  whose  compositions  averaged  a few  pence 
in  the  pound. 

Among  the  numerous  evils  mentioned  by  the  Lord  Chan- 
cellor as  belonging  to  the  present  system  was  the  absence  of 
any  practical  check  upon  the  trustees  who  manage  the  es- 
tates. As  a remedy,  he  proposes  to  establish  his  new  system 
of  dealing  with  the  problem  of  insolvency.  Its  chief  features 
are  as  follows:  First,  there  is  to  be  a court  which,  in  all 
cases  of  liquidation,  whether  on  application  of  debtor  or 
creditor,  should  have  power  to  make  an  order,  the  immediate 
effect  of  which  would  be  that  the  debtor  would  be  called  upon 
to  furnish  a list  of  his  creditors.  Then  a provisional  com- 
mittee would  be  formed  to  act  until  the  first  general  meeting 
of  the  creditors.  At  the  general  meeting  of  the  creditors  a 
committee  of  inspection  should  be  appointed  for  the  purpose 
of  investigating  the  affairs  of  the  debtor,  and  the  investiga- 
tion should  be  held  as  soon  as  possible.  At  the  second 
meeting  of  the  creditors  it  would  be  for  an  adequate  ma- 
jority of  the  creditors  to  decide  whether  they  would  dis- 
charge the  debtor  or  make  him  a bankrupt.  Any  proposal 
for  a composition  must  be  made  with  the  knowledge  of  the 
committee  of  inspection  : and  in  the  adoption  of  such  a pro- 
posal not  only  will  a majority  of  the  creditors  be  requisite, 
but  the  rights  of  the  minority  will  be  protected.  The  trus- 
tee is  to  be  appointed,  not  by  the  creditors  at  large,  but  by 
the  committee  of  inspection,  and  will  hold  office  at  the  pleas- 
ure and  under  the  inspection  of  that  committee  at  a maximum 
scale  of  remuneration.  The  use  of  proxies  will  be  permitted, 
but  if  a trustee  should  use  them  for  his  own  interest  the  Court 
will  have  a right  to  deprive  him  of  his  trusteeship.  With  re- 
gard to  deeds  of  arrangements,  which  make  over  the  whole 
property  of  the  debtor,  those  will  depend  on  the  vote  of  a 
majority  excluding  secured  creditors.  Further,  that  all  ac- 
counts in  bankruptcy  and  in  liquidation  shall  be  audited,  and 
in  all  cases,  whether  the  bankruptcy  or  the  liquidation  be 
closed  or  not,  the  ^jhole  of  the  property  remaining  in  the 
hands  of  the  trustees  shall  at  the  end  of  two  years  be  paid 
into  Court,  so  that  there  may  be  every  inducement  to  the 
trustees  to  close  each  case,  where  it  is  possible,  within  two 
years. 

We  offer  this  abstract  of  the  new  bankruptcy  bill,  for  two 
reasons ; first,  because  it  presents  the  latest  attempt  of 
modem  legislation  to  solve  the  hitherto  insuperable  difficul- 
ties of  the  question;  and  secondly,  because  the  bill  itself  is 
suggestive  and  may  be  of  great  service  to  those  among  us 
who  take  an  interest  in  this  branch  of  law  reform. 

As  a further  contribution  to  this  object  we  cite  the  following 
extract  from  the  report  of  the  Secretary  to  the  British  Law 
Amendment  Society  : — ‘‘  A debtor  can  now  file  a petition  for 
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liquidation  by  arrangement,  and  convene  a meeting  of  his 
creditors  at  any  time  within  a month,  and  almost  at  any 
place  he  pleases,  and  if  at  such  meeting  a majority  in  num- 
ber, representing  three-fourths  ir\  value,  of  the  creditors  there 
present,  or  represented  by  proxy,  pass  a resolution  agreeing 
to  a composition,  and  such  resolution  is  afterwards  confirmed 
at  a second  meeting,  by  a bare  majority  in  number  and  value 
of  the  creditors  present,  or  represented,  such  arrangement  is 
binding  on  all  the  creditors.  As  a rule,  the  chief  creditors 
rarely  attend  such  meetings,  and  the  result  is  that  the  debtor, 
by  the  aid  of  proxies  of  friendly,  bribed,  oftentimes  of  full- 
secured,  and  sometimes  of  fictitious  creditors,  can  get  re- 
leased from  his  debts  upon  almost  any  terms  he  thinks  fit. 
The  Controller  of  the  Bankruptcy  Court  in  his  annual  Reports 
to  Parliament  states  that  there  has  been  a continued  and  reg- 
ular decrease  in  the  rate  of  composition  allowed  by  debtors 
to  their  creditors  in  each  year  since  the  commencement  of 
the  Act.”  It  must  not  be  forgotten  that  there  are  two 
great  questions  involved  in  this  problem.  There  is  first,  a 
question  of  law,  and  secondly,  a question  of  practice.  As  to 
the  law,  enough  has  been  said  ; and  as  to  the  practice  we 
will  only  add  that  so  long  as  creditors  will  not  take  the 
trouble  to  look  after  their  own  interests  and  to  punish  dis- 
honest or  unscrupulous  debtors,  the  best  system  of  legislation 
which  could  be  devised  and  perfected  for  the  protection  of  the 
community,  will  apply  a precarious  and  imperfect  remedy  to 
the  maladies  complained  of. 


THE  ECONOMIZING  OF  BANK  RESERVES. 

BY  DR.  GEORGE  MARSLAND. 

In  the  Fortnightly  Revieiv  for  June,  Mr.  Horace  White  has 
made  some  mention  of  the  plan  adopted  by  our  New  York 
Clearing-House  Banks  for  equalizing  their  reserves  during 
the  panic  of  1873.  This  plan  was  not  then  devised  for  the 
first  time,  as  Mr.  White  appears  to  suppose.  It  was  originally 
suggested  by  Mr.  George  S.  Coe,  the  President  of  the  Ameri- 
can Exchange  Bank  in  this  city,  and  it  was  proposed  by  him 
to  the  Clearing-House  Association  in  November,  i860.  The 
report  in  which  this  plan  was  approved  by  the  Clearing-House 
Association  is  a document  of  some  historic  interest  as  a part 
of  the  annals  of  a critical  period  of  our  national  finance.  It 
opens  with  the  statement  that,  “In  order  to  enable  the  Banks 
of  the  City  of  New  York  to  expand  their  loans  and  discounts, 
and  also  for  the  purpose  of  facilitating  the  settlement  of  the 
exchanges  between  the  banks,  it  is  proposed  that  any  bank 
in  the  Clearing-House  Association  may,  at  its  option,  deposit 
with  a committee  of  five  persons — to  be  appointed  for  that 
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purpose — an  amount  of  its  bills  receivable,  United  States 
stocks,  Treasury  notes,  or  stocks  of  the  State  of  New  York, 
to  be  approved  by  said  committee,  who  shall  be  authorized 
to  issue  thereupon  to  said  depositing  bank,  certificates  of  de- 
posit, bearing  interest  at  seven  per  cent,  per  annum,  in  de- 
nominations of  five  and  ten  thousand  dollars  each,  as  may  be 
desired,  to  an  amount  equal  to  seventy-five  per  cent,  of  such 
deposit.  These  certificates  may  be  used  in  settlement  of  bal- 
ances at  the  Clearing  House,  for  a period  of  thirty  days,  from 
the  date  thereof,  and  they  shall  be  received  by  creditor  banks, 
during  that  period,  daily,  in  the  same  proportion  as  they 
bear  to  the  aggregate  amount  of  the  debtor  balances  paid  at 
the  Clearing  House.  The  interest  which  may  accrue  upon 
these  certificates  shall,  at  the  expiration  of  the  thirty  days, 
be  apportioned  among  the  banks  which  shall  have  held  them 
during  the  time.” 

Secondly,  the  report  states  that  “the  securities  deposited 
with  the  said  committee  as  above  named  shall  be  held  by 
them  in  trust  as  a special  deposit,  pledged  for  the  redemp- 
tion of  the  certificates  issued  thereupon.  The  committee 
shall  be  authorized  to  exchange  any  portion  of^  said  securities 
for  an  equal  amount  of  others,  to  be  approved  by  them,  at 
the  request  of  the  depositing  bank,  and  shall  have  power  to 
demand  additional  security,  either  by  an  exchange  or  an  in- 
creased amount,  at  their  discretion.” 

Thirdly,  it  contains  a resolution  that  the  amount  of  certifi- 
cates which  the  committee  might  issue  should  not  exceed 
$5,000,000,  and  that  the  agreement  should  be  binding  upon 
the  Clearing-House  Association  when  assented  to  by  three- 
fourths  of  its  members. 

Fourthly,  the  report  declares  “that  in  order  to  accomplish 
the  purpose  set  forth  in  this  agreement,  the  specie  belonging 
to  the  associated  banks  shall  be  considered  and  treated  as  a 
common  fund  for  mutual  aid  and  protection,  and  the  com- 
mittee shall  have  power  to  equalize  the  same  by  assessment 
or  otherwise.  For  this  purpose  statements  shall  be  made  to 
the  committee  of  the  condition  of  each  bank  on  the  morning 
of  every  day,  before  commencement  of  business,  which  shall 
be  sent  with  the  exchanges  to  the  manager  of  the  Clearing 
House,  specifying  the  following  items,  viz  : i.  Loans  and  dis- 
counts ; 2.  Deposits ; 3.  Loan  certificates ; 4.  Specie.” 

This  resolution  embodied  the’  actual  principle  of  the  whole 
plan,  which  is  that  of  mutual  support.  The  report  con- 
cludes with  a fifth  resolution,  “That  after  the  ist  of  Febru- 
ary, 1861,  every  bank  in  the  Clearing-House  Association  shall 
have  on  hand,  at  all  times,  in  specie,  an  amount  equal  to 
one-fourth  of  its  net  liabilities,  and  any  bank  whose  specie 
shall  fall  below  that  proportion  shall  not  make  loans  or  dis- 
counts until  their  position  is  re-established  ; and  we,  as  mem- 
bers of  the  Clearing-House  Association,  agree  that  we  will 
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not  continue  to  exchange  with  any  bank  which  shall  show  by 
its  two  successive  weekly  statements  that  it  has  violated  this 
agreement." 

This  was  the  plan  adopted  in  1858,  and  its  merits  were  so 
well  known  by  experience  that  it  was  at  once  revived,  when 
the  necessity  arose  for  it,  in  1873.  It  consists,  as  is  well  un- 
derstood, of  two  fundamental  expedients:  first,  the  pooling 
of  the  legal  - tender  reserves  under  proper  restrictions ; and, 
secondly,  the  daily  reports  and  the  daily  equalization  of  these 
reserves.  The  Clearing-House  Committee,  in  its  report  of 
November,  1873,  speaks  as  follows  of  the  second  application 
of  this  beneficent  plan  for  economizing  the  bank  reserves: 

“When  the  late  panic  commenced  the  sixty  banks  compos- 
ing the  New  York  Clearing  House  were  indebted  for  about 
two  hundred  millions  of  deposits.  Of  this  amount  three  insti- 
tutions (paying  interest  to  their  country  depositors)  owed 
about  fifty  millions,  and  including  these,  twelve  banks  of 
similar  character  owed  about  one  hundred  millions;  that  is 
to  say,  twelve  institutions  held  one-half  of  the  aggregate  de- 
posits, and  the  other  forty-eight,  their  associates,  the  other 
half.  The  proportionate  reserve  of  legal  - tender  notes  in  the 
associated  banks  was  also  greatly  in  favor  of  the  latter  num- 
ber, for  the  obvious  reason,  that  banks  which  pay  interest 
upon  money  can  least  bear  to  have  any  amount  of  it  idle. 
The  active  demand  first  came,  as  it  usually  comes,  for  that 
portion  of  deposits  due  to  country  banks,  who,  in  addition 
to  their  annual  necessities,  had  been  disturbed  by  failures  of 
several  city  bankers,  holding  large  balances  of  money  due  to 
the  interior.  These  deposits  were  to  a great  extent  loaned 
upon  stocks  and  bonds  in  Wall  street,  payable  “on  call," 
with  the  confident  belief  that  they  were  there  earning  more 
than  the  interest  paid  for  securing  them,  and  were  available 
as  promised.  But,  from  the  very  nature  of  the  case,  the 
rapid  withdrawal  of  deposits  from  the  banks  made  the  “call" 
from  every  direction  simultaneous,  and  closed  every  resource 
from  which  the  “street"  derived  its  power  to  respond.  Bor- 
rowers upon  stocks  were  deprived  both  of  their  facilities  of 
borrowing,  and  of  all  power  to  sell  their  securities.  The 
necessary  result  occurred.  Banks  which  found  themselves 
in  this  dilemma  had  no  alternative  but  to  ask  the  assist- 
ance of  their  associates,  and  the  conflagration  was  so  rapid 
and  violent  that  every  consideration  of  fraternal  sympathy, 
self-preservation  and  public  safety,  compelled  a general  and 
earnest  co-operation ; and  the  majority,  who  had  for  long 
years  conducted  their  business  upon  sound  principles,  and 
who  had  patiently  submitted  to  the  loss  of  valuable  ac- 
counts, drawn  from  them  by  their  associates,  by  practices 
against  which  they  had  continually  protested,  instantly  re- 
sponded to  the  call  by  placing  their  resources  at  command 
of  those  who  had  done  so  much  towards  producing  the  calam- 
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ity.  Making  common  cause,  the  weak  with  the  strong,  to 
avert  a universal  catastrophe,  the  stronger  banks  placed  them- 
selves under  the  burthen  and  equalized  the  pressure.  They 
gathered  in  their  resources  and  placed  them  at  the  disposal 
of  the  weaker,  who  could  thus  meet  the  demands  of  their 
depositors  so  as  to  save  themselves  from  public  exposure, 
and  their  dealers  in  city  and  country  from  disaster  and  ruin. 
Meanwhile  the  public  confidence  in  institutions  had  become 
so  greatly  impaired  that  the  “ legal  - tender  reserve  was  re- 
duced from  thirty-four  millions,  on  the  20th  of  September,  to 
five  millions  eight  hundred  thousand  on  the  14th  October^ 
an  amount  of  ready  money  never  before  paid  out  in  the 
same  time.  Interior  banks,  whose  ready  means  in  hand  had 
always  been  merely  nominal,  but  whose  resources  consisted 
chiefly  of  credits  upon  the  books  of  interest  - paying  banks  in 
the  principal  cities,  were  under  the  necessity  of  calling  back 
their  deposits  in  a medium  never  before  required,  and  to 
these  the  associated  banks  were  asked  to  respond,  as  well  as 
to  the  demands  of  timid  dealers  at  home.  Your  committee 
take  this  occasion  to  congratulate  the  associated  banks  upon 
the  liberal  and  excellent  spirit  in  which  this  crisis  has  been 
met,  and  upon  the  happy  escape  from  a most  imminent  dan- 
ger which  threatened  them,  and  with  them,  the  country  at 
large.  It  is  not  too  much  to  say  that  had  it  been  less  bold- 
ly, promptly  or  unanimously  encountered,  the  results  must 
have  been  more  disastrous  and  widespread  than  any  that 
have  occurred  during  the  present  generation.** 

At  the  meeting  of  the  bank  officers  and  bankers  of  the 
United  States  which  is  to  be  held  next  September  at  Phila- 
delphia, a full,  authentic  report  of  this  plan  for  economising 
the  bank  reserves  in  a panic  should  be  presented,  so  that  all 
the  details  of  its  application  in  1858  and  1873  may  be  put 
•on  record  in  a useful,  permanent  and  trustworthy  form. 


HINTS  FROM  THE  BANKING  SYSTEM  OF  RUSSIA. 

The  agitation  in  the  financial  circles  of  Europe  from  the 
war  between  Turkey  and  her  revolted  principalities  of  Servia 
and  Montenegro  has  given  a new  importance  to  Russian 
finance.  For  several  months  past  the  belief  has  generally 
been  held  that  Russia  was  more  or  less  engaged  in  foment- 
ing the  difficulties  in  South  - Eastern  Europe.  However  this 
may  be,  the  war  begun  on  the  2d  of  July  is  more  likely  to 
spread  than  to  contract  its  theatre  of  operations,  and  both 
Austria  and  Russia  may  be  drawn  before  long  into  the  mael- 
strom of  military  strife.  During  the  last  century  the  Eastern 
policy  of  Russia  has  many  times  awakened  anxiety.  Ever 
since  the  diplomatic  contests  which  culminated  in  the  Crimean 
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war  some  twenty  years  ago,  the  Government  of  the  Czar  has 
been  suspected  perhaps  unjustly  of  designs  on  Constantinople, 
menacing  the  tranquility  of  the  British  Empire  in  India. 

Hence  it  is  not  surprising  that  the  present  war  should  have 
stirred  up  a violent  animosity  against  Russia  in  some 
quarters,  and  that  an  extraordinary  interest  should  be  at- 
tracted to  Russian  finance.  As  money  is  the  sinews  of  war, 
the  power  of  Russia  in  arms  will  be  very  much  regulated  by 
financial  resources.  These  resources  are  of  two  general  classes. 
First,  the  exterior  or  foreign  resources,  which  the  credit  of 
the  Government  may  enable  it  to  borrow  from  abroad,  and 
secondly,  the  resources  possessed  at  home.  As  to  the  former, 
the  Russian  Debt  amounts  now  to  1700  millions  of  dollars, 
and  involves  an  annual  expense  for  interest  of  about  70  mil- 
lions. For  war  purposes  under  the  present  agitation  in 
Europe  against  her,  Russia  could  of  course  expect  to  raise 
little  or  nothing  by  new  loans  in  London  and  Paris.  She 
would  therefore  be  obliged  to  depend  on  the  other  class  of 
financial  expedients  to  which  she  is  limited  by  the  circumstances 
of  her  position.  These  are  the  interior  or  home  resources, 
and  of  them  we  propose  to  give  some  account  in  the  present 
article.  And  first  of  all  we  are  met  by  the  fact  that 
Russia  has  a Government  Bank.  This  powerful  instrument 
of  administrative  finance  is  of  somewhat  recent  origin.  It 
was  established  sixteen  years  ago,  and  received  the  name  of 
the  Imperial  Bank  of  Russia.  Like  the  old  banks  of  Venice 
and  Genoa,  this  bank  had  for  its  primary  purpose  the  func- 
tion of  helping  the  operations  of  Government  finance  ; but, 
unlike  those  celebrated  institutions,  the  Russian  Bank  was 
founded  on  capital  advanced  wholly  by  the  Government. 
Its  Board  of  Directors  are  a Committee  of  the  National 
Treasury,  its  profits  pass  directly  into  the  coffers  of  the 
Government,  and  its  management  is  carried  on  wholly  by 
Government  officials.  If  the  offices  of  our  Treasury  in 
Washington,  New  York,  Boston  and  other  cities  were  to  re- 
ceive deposits  and  to  make  loans  in  addition  to  their  present 
functions,  our  Independent  Treasury  system  would  very 
closely  resemble  the  system  imposed  by  law  upon  the  Im- 
perial Bank  of  Russia.  This  bank  has  forty-five  branches. 
Its  capital  is  $ 15,000,000.  Its  deposits  must  be  large,  for  its 
net  profits  in  1870  amounted  to  $3,000,000,  and  its  com- 
mercial operations  were  reported  at  $8,000,000,000.  Around 
this  great  central  institution  we  find  grouped  together  several 
distinct  classes  of  banks  whose  organization  somewhat  re- 
sembles that  with  which  we  are  familiar  in  the  United  States. 
For  example,  there  are  115  savings  banks  whose  deposits 
amount  to  $2,900,000.  There  are  also  250  commercial  banks 
which  somewhat  resemble  our  State  banks,  and  which  have 
an  aggregate  capital  of  $3,720,000.  Besides  these  there  are 
about  twenty-five  large  joint-stock  banks  at  St.  Petersburg, 
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Moscow,  Kharkow,  Kiew,  Riga,  Volga-Kama,  Warsaw,  Odessa, 
and  elsewhere.  Some  of  these  banks  have  considerable 
capital  and  extensive  transactions. 

Such  is  the  general  organization  of  the  banking  system 
of  Russia.  Its  greatest  defect  arises  from  a deficiency  of 
rioating  capital  in  the  country.  Probably  also  the  methods 
of  organizing  capital  for  banking  purposes  are  open  to 
grave  objection.  Still  with  all  its  shortcomings  the  banking 
system  of  Russia  has  accomplished  much  for  the  develop- 
ment of  the  resources  of  the  country  which  are  as  yet  m 
a very  backward  condition.  At  present  the  products  of 
the  annual  industry  of  the  80,000,000  inhabitants  of  Russia 
is  estimated  at  an  aggregate  of  3,000  millions  of  dollars. 
The  chief  exports  are  gold,  coffee  and  iron,  cattle  and  meat, 
tallow,  skins  and  wool,  leather,  hemp,  tobacco  and  various 
raw  materials.  The  soil  is  irregularly  cultivated,  commerce 
is  restricted  and  manufactures  are  but  slowly  establishing 
themselves  in  the  larger  cities.  Still  there  is  a manifest 
progress.  From  1821  to  1830  there  were  only  three  joint- 
stock  companies  formed  with  a united  capital  of  less  than 
$3,000,000 ; from  1831  to  1840  the  number  was  thirty-seven, 
and  their  capital  ^22,000,000  ; from  1841  to  1850  the  num- 
ber was  eighteen,  and  the  capital  ^7,500,000.  But  from 
1851  to  i860  the  number  increased  to  126,  and  the  capital 

1 197.000. 000,  whilst  from  1861  to  1870  the  number  increased 

to  148,  with  an  aggregate  capital  of  $464,000,000.  In  truth, 
the  productive  activity  of  Russia  is  increasing  with  promis- 
ing rapidity,  and  capital  is  flowing  into  new  channels  of 
industry,  mineral,  manufacturing  and  commercial.  In  1859 
the  exports  of  Russia  amounted  to  162,000,000  roubles  ; in 
1869  they  were  255,000,000.  In  1859  the  imports  of  Russia 

amounted  to  319,000,000  roubles ; in  1869  they  were 

592.000. 000  roubles.  In  1859  the  shipping  entered  and 

cleared  in  the  ports  of  Russia  was  reported  at  18,900  ves- 

sels and  2,000,000  tons ; in  1870  it  was  reported  at  24,300 
vessels  and  3,500,000  tons.  These  figures  are  small  as  com- 
pared with  those  of  American  or  British  ports,  but  they 
are  important  as  illustrating  the  rapid  increase  in  produc- 
tive industry  and  material  wealth. 

We  said  above  that  there  are  great  defects  in  the  meth- 
ods of  organization  of  capital  adopted  in  the  financial  sys- 
tem of  Russia.  One  of  the  most  important  of  these  is  the 
use  of  paper  money  which  is  an  evil  of  very  old  standing 
as  we  had  occasion  to  show  in  former  articles.  The  system 
of  paper  money  is  more  than  a century  old  in  Russia. 
Its  mischiefs  were  severely  felt  when  the  industrial  progress 
began  of  which  we  have  given  a brief  sketch  above.  One 
of  the  worst  foes  of  Russian  development  has  been  the 
vicious  principle  adopted  in  Russian  finance  that  the  cur- 
rency constituted  a financial  reserve  for  the  Treasury,  and 
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that  in  time  of  war  ample  means  could  be  obtained  by  the 
simple  process  of  issuing  promises  to  pay.  Other  govern- 
ments have  adopted  the  same  means  of  raising  money  by  a 
forced  loan  on  legal-tender  Treasury  notes,  but  no  govern- 
ment we  believe  has  ever  carried  out  this  policy  so  persist- 
ently and  so  long.  From  the  time  of  the  first  issues  under 
Peter  III  and  Catharine  II  paper  money  has  been  the 
chronic  disturber  of  the  Russian  financial  system.  We 
scarcely  recall  any  phase  of  the  peculiar  maladies  incident 
to  paper  money  issues  which  could  not  receive  instructive 
illustrations  from  the  recorded  annals  and  experience  of 
Russia.  In  1817  the  amount  of  paper  in  circulation  reached 
836,000,000  roubles,  the  value  of  the  paper  money  fell  and 
the  premium  on  gold  rose  till  exchange  between  London 
and  St.  Petersburg  was  quoted  at  nine  pence  instead  of  44 
pence  per  silver  rouble.  But  a condition  like  this  was  fatal 
to  Russian  credit,  and  in  1822  the  Government  resolved  to 
contract  special  loans  in  foreign  countries  in  order  to  with- 
draw a portion  at  least  of  the  paper  currency,  and  to  bum 
up  some  200,000,000  roubles  of  notes.  The  proposal  was 
carried  into  effect,  but  the  expedient  was  not  wholly  suc- 
cessful. The  question  was  again  discussed  on  the  accession 
of  Count  Kankrin,  an  economist  and  a reformer,  as  Minis- 
ter of  Finance,  and  a resolution  was  passed  that  it  was 
expedient  to  prepare  to  resume  specie  payments.  On  the 
ist  of  July,  1830,  he  accordingly  issued  a manifesto  declar- 
ing that  the  silver  rouble  should  thenceforth  be  the  sole 
legal  money  of  the  Empire ; that  the  paper  notes  should 
be  received  only  as  secondary  signs  of  value  at  the  rate 
of  3J^  roubles  of  paper  for  every  silver  rouble;  that  all 
contracts  and  engagements  both  of  individuals  and  of  the 
Treasury  should  be  made  and  settled  on  the  basis  of  silver 
roubles ; and  that  the  course  of  exchange  should  be  quoted 
in  silver  roubles.  To  complete  the  plan  orders  were  given 
that  all  the  old  notes  should  be  withdrawn  and  cancelled, 
and  that  new  metallic  notes  should  be  emitted  in  their 
place  at  the  rate  of  3 to  i to  the  extent  of  170  mil- 
lions of  roubles,  such  notes  being  convertible  into  specie. 
On  the  completion  of  this  process  in  1844  a public  cere- 
mony took  place  which  attracted  great  attention  at  the 
time.  A large  sum  was  carried  into  the  fortress  at  St.  Pe- 
tersburg under  the  supervision  of  twenty-four  members  of 
the  Bourse  and  a deputation  of  merchants.  This  sum  con- 
sisted of  gold  and  silver  in  ingots  and  specie,  and  amounted 
to  70,464,245  roubles.  This  reserve  of  the  precious  metals 
was  afterwards  increased  to  121,800,000  roubles  as  a guar- 
antee of  the  convertibility  of  the  outstanding  currency. 

At  that  time  there  were  only  170,000,000  roubles  of  paper 
in  circulation,  and  121,000,000  roubles  of  gold  and  silver 
specie  to  cover  it.  Indeed  the  finances  of  the  Empire  were 
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SO  prosperous  as  to  enable  the  Treasury  of  the  Emperor 
Nicholas  to  go  into  the  market  as  a large  buyer  of 
French  securities  to  employ  the  surplus.  This  was  the 
first  of  the  banking  operations  of  the  Russian  Treasury 
and  funds  of  the  State.  Its  success  may  perhaps  have  sug- 
gested the  establishment  of  the  Imperial  Bank  sixteen  years 
later.  The  plethora  of  capital,  however,  lasted  only  a very 
short  time.  The  insurrections  and  revolutions  of  1848 
brought  troubles  to  Russia  as  well  as  to  the  other  great 
powers  of  Europe.  A costly  war  took  place  in  Hungary, 
and  the  finances  went  into  confusion.  Again  the  Govern- 
ment adopted  the  ruinous  policy  of  issuing  paper  money ; 
and  in  1849  the  amount  of  notes  reached  once  more  the 
aggregate  of  300,000,000  roubles,  the  precious  metals  mean- 
while being  hoarded  or  sent  away  from  the  country.  A few 
years  passed,  and  the  Crimean  war  took  place,  which  de- 
manded still  greater  funds.  These  were  obtained  as  formerly. 
The  paper  money  issues  were  multiplied,  and  in  1857  the 
amount  reached  735,000,000  roubles.  Of  course  there  was 
little  or  no  specie  held  in  reserve  against  these  enormous 
issues,  and  their  effect  upon  the  internal  trade  of  the 
country  was  so  mischievous  that  in  i860  the  Government 
established  the  present  Imperial  Bank,  and  conferred  upon 
it  extensive  powers  with  a view  to  a reform  of  the  mone- 
tary issues,  and  a revival  of  commerce  and  productive 
growth.  Two  years  later,  in  1862,  M.  Eugene  Lamanski, 
the  director,  an  able  economist  and  an  accomplished 
banker,  published  a report  on  the  causes  of  the  disorgani- 
zation of  the  machinery  of  credit  in  Russia,  and  on  the 
best  means  of  financial  reform.  He  showed  that  one  prin- 
cipal cause  of  the  mischief  was  the  instability  of  the 
monetary  circulation,  and  declared  that  so  long  as  the 

State  maintains  a forced  currency,  the  paper  money  can 
bave  but  little  stability  of  value,  but  that  if  Russia 

would  renounce  forever,  the  policy  of  using  the  issue  of 
paper  money  as  a financial  reserve,  all  might  be  remedied. 
The  suggestion  was  approved  by  the  Czar,  who  made  a 
formal  promise  to  adhere  to  the  policy  of  M.  Lamanski. 
But  later  experience  has  shown  that  little  confidence  can 
be  placed  in  such  promises,  and  at  present  no  one  can 
tell  what  may  be  the  policy  of  Russia  in  case  of  war 

arising  from  the  present  European  complications.  On  the 
31st  December,  1870,  there  were  in  circulation  in  Russia 
716  millions  of  roubles  of  inconvertible  State  notes. 

Against  that  sum  there  were  at  the  bank  gold  and  silver 
amounting  to  nearly  150  millions  of  roubles,  or  about 
twenty  per  cent.  The  currency  being  inconvertible,  how- 
ever, no  note  holder  has  any  right  to  claim  coin  for  his 
paper,  and  as  the  issue  is  redundant  the  notes  are  at  a 
discount. 
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SHOULD  BANK  DEPOSITS  BEAR  INTEREST? 

France,  as  we  are  often  reminded,  is  the  only  commercial 
country  that  is  not  suffering  under  the  monetary  and  indus- 
trial depression  which  prevails  throughout  the  rest  of  the 
world.  The  causes  of  this  exemption  have  been  eagerly 
sought  out  by  economists,  but  so  far  the  phenomenon  has 
baffled  investigation.  It  has  been  ascribed  by  some  persons 
to  the  large  specie  reserve  held  by  the  Bank  of  France,  which 
amounts  to  a much  greater  sum  than  has  ever  been  accumu- 
lated by  a single  institution  in  modern  times.  Others  point 
to  the  suspension  of  coin  payments  in  France,  and  argue  that 
the  cours  force  has  had  some  agency  in  protecting  France 
from  the  financial  troubles  which  have  been  rife  elsewhere. 
By  a third  class  the  large  export  trade  of  France  is  relied 
upon  as  the  efficient  cause  of  the  phenomenon,  while  others 
again  attribute  it  to  the  general  frugality  and  industry  of  the 
French  people,  and  to  their  abhorrence  of  private  and  cor- 
porate debt.  As  most  of  these  theories  oppose  and  destroy 
each  other,  their  discussion  has  not  thrown  much  light  upon 
the  real  nature  of  those  economic  forces  which  have  worked 
out  for  France  such  unexpected  industrial  results  from  the 
disasters  of  the  late  war,  and  from  the  exhaustion  incident  to 
the  payment  of  $1,100,000,000  to  Germany.  The  truth  is 
that  no  single  cause  is  sufficient  to  produce  results  of  such  a 
complex  character.  The  permanence,  the  activity,  and  the 
vast  extent  of  the  productive  forces  of  France,  are  largely  de- 
pendent upon  its  conservative  system  of  banking.  Economists 
and  bankers  who  attempt  to  investigate  that  wonderful  play 
of  financial  forces  which  has  made  France  so  strong  to  en- 
dure the  pressure  of  the  last  five  years  will  wholly  fail  in 
their  purpose,  except  they  give  due  attention  to  the  particu- 
lars of  the  banking  system  of  that  country.  This  system  is 
very  little  understood  outside  of  France,  and  it  merits  exami- 
nation on  many  other  accounts  than  those  we  have  indicated. 
We  have  no  intention,  however,  to  give  at  present  any  elab- 
orate accounts  of  the  general  methods  or  organization  of  the 
French  banking  system.  We  mention  it  for  the  sole  purpose 
of  fixing  attention  upon  one  of  its  most  conspicuous  charac- 
teristics, namely,  that  it  allows  no  interest  upon  deposits  on 
call.  In  France  more  than  in  any  other  country  the  line  has 
been  sharply  drawn  between  finance  institutions  and  banks. 
England,  Germany,  Austria  and  the  United  States  might  have 
saved  themselves  much  embarrassment,  industrial  disaster  and 
financial  disorganization,  during  the  past  half  century,  if  they 
had  mastered  this  great  monetary  problem  of  separating  and 
keeping  distinct  from  each  other  the  two  contiguous  fields  of 
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banking  arid  finance.  To  well-informed  readers  it  is  scarcely 
necessary  to  explain  what  we  mean  by  a finance  institution. 
We  mean  an  institution  organized  to  lend  money  for  fixed 
periods  of  longer  or  shorter  duration.  Of  these  useful  organ- 
izations there  are  various  classes.  Some  devote  themselves  to 
railroad  finance,  while  others  take  up  real  estate  and  miscel- 
laneous enterprises  requiring  money  for  a protracted  invest- 
ment. However  much  finance  institutions  may  differ  from 
each  other,  they  all  agree  in  this  one  point,  that  they  borrow 
money  in  order  to  convert  it  into  fixed  capital.  This  is  their 
two-fold  function.  They  always  absorb  floating  capital,  and 
they  convert  it  into  fixed  or  permanent  forms.  In  this 
respect  they  differ  altogether  from  a banking  institution, 
whose  proper  business  it  is  to  avoid  fixed  investments,  and  to 
deal  in  floating  capital  only.  In  all  rich  countries  there  is  in 
the  money  market  a large  amount  of  floating  capital,  the 
owners  of  which  are  willing  to  lend  it  for  long  periods,  or  to 
take  some  risks  if  they  can  thereby  secure  an  ample  rate  of 
profit.  In  the  reservoir  of  the  loan  market  this  class  of  cap- 
ital has  multiplied  to  a prodigious  extent  since  the  gold  dis- 
coveries of  1848,  and  from  it  have  been  drawn  the  immense 
resources  which  have  covered  Europe  and  America  with  a 
network  of  railroads,  tele^aphs,  and  other  productive  works, 
which  yield  in  the  aggre^te  a vast  annual  profit  on  the  cap- 
ital which  has  constructed  them.  The  capital,  however,  which 
has  achieved  these  results  is  fixed  capital,  and  it  thus  be- 
longs to  that  class  into  which  finance  companies  convert  those 
resources  which  they  borrow  from  the  public. 

A well-known  English  banker  of  much  experience  used  to 
say  that  the  business  of  managing  a bank  was  a very  easy 
one  if  a man  could  only  distinguish  a note  from  a mort- 
gage. This  maxim  brings  to  view  the  principle  we  are  dis- 
cussing. By  a note  is  meant  floating  capital,  and  by  a mort- 
gage fixed  capital.  With  the  latter  a banker,  if  he  confines 
himself  to  his  proper  business,  has  nothing  to  do  ; his  func- 
tions are  limited  to  floating  capital  in  which  alone  he  can 
safely  deal.  A legitimate  note  offered  to  him  for  discount 
stands  for  so  much  of  the  floating  wealth  of  his  dealer  which 
is  passing  through  the  channels  of  distribution  on  its  way 
to  the  consumer.  Before  the  note  matures,  the  goods  it 
represents  will  have  reached  their  destination,  and  their  pro- 
ceeds will  pay  the  notes  and  will  thus  be  liberated  to  go 
the  same  round  again.  These  elementary  distinctions,  how- 
ever, are  familiar  to  every  reader,  and  it  would  be  well  for 
this  country  if  they  were  as  completely  recognized  in  prac- 
tice as  in  theory.  In  France,  as  we  have  said,  considerable 
progress  has  been  made  in  this  department  of  financial  re- 
form. One  of  the  obstacles  which  has  prevented  similar 
progress  elsewhere  is  the  habit  which  has  grown  up  in 
Europe  and  here  of  paying  interest  on  demand  deposits. 
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Formerly  this  custom  was  unknown.  Some  forty-  years  ago 
it  first  established  itself  in  London.  Thence  it  emigrated  to 
this  country  where  it  met  with  much  opposition.  Of  late 
years  it  has  spread  among  the  country  banks  in  England, 
and  among  the  banks  of  almost  every  part  of  Europe  except 
France.  The  history  of  this  great  movement  is- very  instruc- 
tive. It  illustrates  the  enormous  growth  of  capital  since  the 
quickening  of  productive  industry  by  the  gold  discoveries, 
and  it  is  a prelude  to  a new  era  of  banking  development  in 
which  conservative  principles  will  be  better  recognized  than 
in  the  past.  Our  immediate  concern,  however,  is  chiefly  with 
the  banks  of  the  United  States,  and  we  must  suspend  for 
the  present  our  scrutiny  of  those  of  other  countries.  The  first 
occasion,  we  believe,  in  which  the  public  attention  was  con- 
spicuously directed  to  the  payment  of  interest  on  bank  de- 
posits in  this  country  was  a short  time  before  the  panic  of 
1857.  Twenty  years  prior  to  that  great  convulsion  the  joint- 
stock  banks  of  England  had  adopted  this  policy  with  a view 
to  attracting  deposits,  and  establish  themselves  in  London 
against  their  rivals,  the  private  banks  which  adhered  to  the 
old  conservative  rule  of  paying  no  interest  on  deposits.  Im- 
itating the  London  joint-stock  banks  certain  enterprising 
institutions  in  New  York,  together  with  some  private  banks, 
began  to  offer  to  pay  interest  to  their  depositors,  and  when 
the  crash  came  in  1857  public  opinion  loudly  proclaimed 
that  the  banking  system  had  been  weakened  by  this  new 
policy  and  by  the  mischievous  competition  of  the  banks  with 
each  other  which  had  thus  been  fostered.  After  the  panic 
was  over  the  New  York  Clearing  House  took  up  the  sub- 
ject, and  a committee  was  appointed  to  confer  with  all  the 
banks  of  the  Clearing-House  Association.  In  February,  1858, 
the  following  agreement  was  presented  to  each  bank  for 
signature.  “The  banks  in  the  City  of  New  York,  composing 
the  Clearing-House  Association,  do  hereby  agree  not  to 
allow  interest  on  deposits  or  balance  of  any  kind,  either  di- 
rectly or  indirectly,  provided  all  the  banks  composing  such 
Association  shall  concur  in  this  agreement.  This  obligation 
may  be  annulled  only  by  a vote  of  two-thirds  of  the  banks 
hereunto  subscribing,  at  a meeting  specially  convened  for 
that  purpose  in  pursuance  of  a written  notice.  And  they 
further  agree,  that  they  will  not  hereafter  vote  for  the  ad- 
mission of  any  bank  to  the  New  York  Clearing-House  Asso- 
ciation until  such  bank  shall  have  become  bound  by  this 
agreement.” 

So  general  was  the  conviction  as  to  the  soundness  of 
the  policy  embodied  in  this  resolution  that  of  the  forty-six 
banks  then  in  the  Clearing  House  forty  signed  the  agree- 
ment unconditionally,  and  there  were  only  three  or  four 
banks  which  refused.  In  this  state  of  things  on  the 
fourth  of  March,  1858,  a report  was  prepared  by  a 

committee  of  the  Clearing  House  in  which  the  subject 
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was  presented  in  a very  luminous  and  practical  manner. 
They  argued  that  the  custom  of  allowing  interest  on  current 
deposits  was  not  so  profitable  as  had  been  supposed.  They 
cited  for  example  the  case  of  a bank  paying  four  per  cent, 
interest  ( which  was  then  the  ordinary  rate ) on  bank  or 
bankers*  balanf:es,  to  the  amount  of  one  million  of  dollars. 
Of  this  deduct  twenty  per  cent,  to  strengthen  the  cash  re- 
serve, and  the  following  would  be  the  result : 

Interest  paid  on  amount  of  deposit. 1,000,000  is  $40,000 
Deduct  20  per  cent,  for  cash  reserve....  200,000 


$ 800,000 

Interest  on  the  above  $800,000,  at  7 per  cent...  $56,800 

Leaves  as  net  profit  the  sum  of $ 16,800 

On  the  other  hand,  suppose  a bank  has  depos- 
its without  interest  to  the  amount  of $300,000 

Deduct  20  per  cent,  for  cash  reserve 60,000 


$ 240,000 

On  which  interest  at  7 per  cent,  is $i6,8oo> 


The  committee  pointed  out  that  in  this  calculation  they  had 
made  no  allowance  for  increased  loss  and  risk  on  the  larger 
amount  discounted,  or  for  additional  clerk  hire,  and  other  ex- 
penses, which  more  than  double  the  amount  of  business  nec- 
essarily involves.  They  infer  that  if  these  considerations  and 
the  losses  incident  to  the  larger  volume  of  business  and  risks 
were  allowed  for,  a sum  even  less  than  $ 250,000,  without  in- 
terest, would  be  shown  to  be  equal  to  a deposit  of  $ 1,000,000, 
on  which  four  per  cent,  interest  is  allowed  to  the  depositors. 
Hence  they  say,  “ It  is  clear  that  whatever  profit  is  derived 
from  business  of  this  character,  must  of  necessity  be  made  by 
placing  the  largest  possible  proportion  of  such  dcjposits  on 
interest,  or,  in  other  words,  by  encroaching,  in  disregard  of 
the  highest  prudential  considerations,  upon  the  amount  which 
it  is  everywhere  acknowledged  should  be  retained  for  specie  re- 
serve. A bank  having  committed  this  first  error  of  paying 
interest  on  its  deposits,  is  therefore  compelled,  by  the  necessi- 
ties of  its  position,  to  take  the  second  false  step,  and  expand 
its  operations  beyond  all  prudent  bounds. 

Further  arguments  were  urged  by  the  committee  to  prove 
that  the  policy  of  paying  interest  on  demand  deposits  of 
banks  is,  (i)  inherently  unsound ; (2)  that  it  tends  to  weaken 
the  legitimate  commerce  of  the  country,  and  to  disturb  the 
regularity  of  the  business  of  the  city ; ( 3 ) that  no  bank  can 
safely  and  profitably  practice  it;  (4)  that  it  tends  to  interfere 
with  the  efficiency  and  stability  of  our  banks,  and  with  the 
harmony  of  their  intercourse  with  each  other ; { 5 ) that  its 
discontinuance  will  not  divert  any  substantial  deposits  from 
this  city  ; (6)  that  the  reasons  for  its  discontinuance  are  daily 
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increasing  ; ( 7 ) that  it  has,  under  like  conditions,  no  fair  pre- 
cedent in  older  countries  ; and  finally  that,  as  it  exists  here, 
it  has  been  unjustly  applied.  The  committee,  in  conclusion, 
expressed  their  **  conviction  that  the  proposed  agreement  to 
cease  the  payment  of  interest  would  promote  the  highest 
public  benefit  and  insure  the  greater  prosperity  and  stability 
of  the  banks  ; and  that  no  simple  measure  could  be  adopted, 
of  a public  or  legislative  character,  that  would  so  effectually 
secure  the  good  of  the  country  at  large,  without  the  least  ad- 
mixture of  evil.  They,  therefore,  on  behalf  of  the  very  large 
majority  of  their  associates,  who  agree  with  them  in  these 
views,  confidently  appealed  to  the  good  sense  of  the  minority, 
with  this  weight  of  opinion  against  their  position,  and  left 
with  them  the  serious  responsiblily  of  defeating  a measure 
which  is  deemed  so  important  and  vital  to  the  interests  of 
the  commercial  and  financial  community.*’ 

These  are  the  concluding  words  of  the  valuable  paper  pre- 
sented to  the  Clearing  House  in  1858.  The  plan,  however, 
was  not  fully  carried  out  by  all  the  banks,  although  on  the 
1 8th  March  of  that  year  a number  of  resolutions  were 
adopted  in  favor  of  it.  The  only  one  of  these  resolutions  that 
was  kept  by  all  the  Clearing-House  banks  was  that  in  which 
they  agreed  to  hold  a cash  reserve  of  twenty  per  cent,  at 
least,  against  their  net  deposits.  This  last  resolution  was  put 
in  force  immediately.  In  1861  the  stipulation  as  to  the  cash 
reserve  was  renewed  and  the  amount  increased  to  twenty-five 
per  cent.  The  agitation  against  the  payment  of  interest  on 
deposits  was  suspended  till  the  panic  of  1873,  when  the  prop- 
osition was  again  discussed  by  the  Clearing  House.  For 
reasons  which  we  detailed  some  time  ago  the  question  was 
once  more  postponed  and  a committee  was  appointed  to 
report.  The  policy  is  attracting  so  much  attention  here  and 
abroad,  that  the  bank  officers,  to  whom  the  subject  was  re- 
ferred, will  probably  see  the  necessity  of  bringing  in  their 
report  before  long.  This  is  the  more  likely,  as  heretofore  the 
question  has  been  formally  discussed  on  the  negative  side 
only,  while  the  reasons  in  favor  of  paying  interest  on  deposits 
have  not  been  so  distinctly  announced  and  defended. 

Of  course  the  fundamental  principle  which  should  govern 
this  discussion  is  that  of  value.  When  the  deposits  are  worth 
paying  interest  for,  then  the  depositor  should  receive  interest, 
and  not  otherwise.  But  this  principle  brings  up  the  great 
distinction  between  finance  companies  and  banks.  In  France, 
the  former  pay  interest,  while  the  latter  do  not.  Whether  we 
can  with  safety  refuse  to  adopt  the  French  system,  is  the 
question.  Its  practical  value  is  undoubted.  On  the  Clearing- 
House  Committee  it  is  incumbent  to  aid  the  solution  of  this 
problem  by  setting  forth  the  reasons  why  interest  should  be 
paid  on  bank  deposits  in  New  York.  Both  sides  of  the  ques- 
tion will  then  have  secured  a fair  hearing. 
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THE  HISTORY  OF  BANKING  IN  MASSACHUSETTS. 

BY  DUDLEY  P.  BAILEY,  JR. 

The  first  bank  in  Massachusetts  was  established  in  1686,  on 
the  security  of  real  and  personal  estate  and  imperishable  mer- 
chandise. No  account  of  its  operations  has  survived  and  it 
maintained  only  an  ephemeral  existence,  not  probably  extend- 
ing beyond  1689.  The  next  attempt  was  in  1714,  when  a 
bank,  though  opposed  by  the  General  Court,  was  commenced 
in  Boston  and  emitted  ^ 100,000  of  scrip,  called  “ merchants* 
notes,”  which  sustained  a good  credit.  Almost  as  little  is 
known  of  this  bank  as  of  its  predecessor  and  it  was  probably 
about  as  short  lived.  Still  another  abortive  attempt  at  bank- 
ing was  made  in  1739-40.  There  were  then  outstanding  bills 
of  credit  to  the  amount  of  over  200,000,  which  were,  under 
royal  instructions,  to  be  redeemed  during  the  year  1741.  The 
treasury  being  empty,  there  was  no  way  of  effecting  the  re- 
demption of  the  notes  except  by  a direct  tax  which  was  not 
expected  to  yield  more  than  40,000  annually  at  the  utmost. 
Specie  was  extremely  scarce  and  as  a measure  of  relief  it 
was  proposed  to  establish  “ The  Land  Bank.**  This  was  car- 
ried into  effect  in  1740  by  the  association  of  between  700  and 
800  persons.  The  stock  was  paid  by  mortgages  of  real  estate 
at  three  per  cent,  per  annum,  or,  in  the  case  of  a mechanic, 
in  notes  for  not  over  with  two  sureties.  The  bank 

was  to  issue  ^ 150,000  in  bills  to  be  circulated  as  lawful 
money,  and  every  note  of  i was  to  be  equal  to  three 
ounces  of  silver.  Loans  were  to  be  secured  by  mortgage  of 
real  estate  and  to  be  payable  in  provincial  produce  or  manu- 
factures at  such  prices  as  the  directors  might  from  time  to 
time  determine.  The  scheme  was  violently  opposed  by  Gov. 
Belcher,  and  the  Land  Bank  was  soon  compelled  by  an  act 
of  Parliament  to  wind  up  its  affairs,  and  a right  of  action 
was  given  to  each  holder  of  its  bills  against  any  individual 
partner  for  the  amount  of  the  bills  held  and  interest.  It  was 
many  years  before  the  affairs  of  the  Land  Bank  were  finally 
wound  up,  and  its  stockholders  suffered  severely  in  their  es- 
tate on  account  of  their  liability.  Another  bank,  called  the 
Specie  Bank,  which  went  into  operation  about  the  same  time 
shared  the  same  fate.  It  was  to  issue  1 20,000  of  notes  re- 

deemable in  fifteen  years  in  silver  at  twenty  shillings  per  oz. 

The  first  regularly  established  bank  in  Massachusetts  was 
the  Bank  of  North  America,  which  was  incorporated  by  the 
Massachusetts  Legislature,  March  8,  1782,  or  only  about  two 
months  after  this  institution  was  opened  in  Philadelphia.  By 
its  charter  no  other  bank  was  to  be  incorporated  during  the 
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war  with  Great  Britain,  and  its  notes  were  to  be  received  for 
taxes  or  dues  for  or  on  account  of  the  United  States.  Forg- 
ery, counterfeiting,  and  embezzlement,  committed  against  this 
bank  were  made  punishable  with  death  without  benefit  of 
clergy.  No  record  has  been  preserved  of  the  operations  of 
the  Bank  of  North  America  at  Boston.  But  they  proved  so 
beneficial  that  two  years  later,  in  1784,  the  Massachusetts 
Bank  was  founded,  being  the  first  purely  local  bank  estab- 
lished in  the  State,  and  the  second  in  the  United  States.  It 
has  survived  the  vicissitudes  of  business  for  ninety-two  years 
and  still  continues  its  operations  as  the  “Massachusetts  Na- 
tional Bank.”  For  the  first  fifty  years  of  its  existence  it 
never  once  suspended  specie  payments.  Like  all  the  banks 
established  in  the  State  for  the  next  seventy  years  it  was  in- 
corporated by  special  act  of  the  legislature.  Its  charter, 
passed  on  the  seventh  of  February,  1784,  provided  that  the 
bank  might  hold  real  estate  to  the  amount  of  50,000  and 
“monies>  goods,  chattels,  and  effects  to  the  amount  of  five 
hundred  thousand  pounds  and  no  more.”  Neither  the  bank, 
nor  any  person  for  it,  was  to  employ  its  funds  in  trade  or 
commerce,  and  the  legislature  might  employ  a person  to  ex- 
amine its  affairs.  By  an  act  passed  March  16,  in  the  same 
year,  heavy  penalties  were  provided  for  the  crimes  of  counter- 
feiting, embezzlement,  forgery,  and  other  frauds  committed 
against  the  bank.  The  bank  commenced  July  5,  1784,  and 
on  that  day  its  discounts  amounted  to  $19,645.  Its  original 
capital  was  $300,000  authorized,  of  which  only  $253,500  were 
paid  in.  The  capital  was  reduced  to  $100,000  in  1785;  in- 
creased to  $200,000  in  June,  1791;  to  $400,000  in  July,  1792; 
to  $800,000  December,  1807,  and  $1,600,000  June,  1810.  It 
was,  in  April,  1821,  again  reduced  to  $800,000,  at  which  fig- 
ure it  still  remains,  besides  a surplus  of  $200,000.  It  was 
originally  located  opposite  Park  Street  Church,  and  was  kept 
open  for  business  from  ten  to  one  o’clock  and  from  three  to 
five.  According  to  its  rules,  which  were  “not  to  be  deviated 
from  in  the  smallest  instance,  nor  on  any  pretence  what- 
ever,” offerings  for  discount  were  required  to  be  sealed  up 
and  left  at  the  bank,  directed  to  the  cashier,  between  the 
hours  of  ten  and  one  o’clock  on  Mondays.  The  rate  of  dis- 
count was  one-half  of  one  per  cent,  per  month.  No  discounts 
were  to  be  made  for  a longer  period  than  sixty  days  upon 
merchandise,  bullion,  or  other  securities  as  collateral,  nor 
for  more  than  thirty  days  on  personal  obligations  with  two 
sureties.  No  loan  was  to  be  made  for  a smaller  sum  than 
$100,  nor  for  a larger  sum  than  $3,000  to  any  person  at 
the  same  time,  nor  beyond  $5,000  to  any  one  borrower  in 
the  aggregate,  nor  beyond  $ 7,500  to  any  one  person  as  prom- 
isor and  indorser.  No  person  was  to  be  allowed  to  renew 
his  notes  on  any  terms,  and  in  case  of  non-payment  the  se- 
curity was  to  be  sold,  and  the  borrower  was  not  to  be  al- 
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lowed  any  discount  for  eight  months  thereafter,  unless  re- 
stored to  credit  by  a unanimous  vote  of  the  directors,  and 
the  names  of  delinquents  were  to  be  posted  in  a conspicu- 
ous place  in  the  bank.  Under  these  judicious  regulations 
the  bank  became  very  successful,  its  dividends  increasing 
from  9 per  cent,  in  1785,  2 per  cent,  in  1786,  and  6}4  in  1787, 
to  15)4  per  cent,  in  1791  and  i6}4  per  cent,  in  1792.  They  were 
subsequently  reduced  by  the  competition  of  other  banks. 

For  many  years  after  the  close  of  the  revolution  the  cur- 
rency was  in  a very  bad  condition.  Small  bills  of  not  over 
$i  were  issued  plentifully  by  the  Government  of  Massachu- 
setts, and  in  November,  1786,  there  were,  besides  the  “last 
tenor”  bills,  four  other  kinds  of  paper  in  circulation,  name- 
ly, State,  consolidated,  army,  and  certificate  notes.  This  ple- 
thora of  paper  tended  to  drive  specie  out  of  circulation.  The 
State  scrip  was  not  liquidated  until  1794,  but  the  Legisla- 
ture, in  1792,  passed  an  act  prohibiting  the  Massachusetts 
Bank  from  issuing  any  notes  of  a less  denomination  than 
$5,  and  the  total  amount  of  all  its  promissory  notes,  to- 
gether with  the  money  loaned  by  it,  by  a credit  on  its 
books  or  otherwise,  was  limited  to  twice  the  amount  of  its 
paid-up  capital,  and  in  case  of  any  excess  the  directors,  un- 
der whose  administration  it  occurred,  were  made  personally 
liable  for  any  demands  against  the  bank,  unless,  in  case  of 
their  absence  or  dissent  from  the  act  creating  such  excess, 
they  forthwith  gave  notice  of  the  fact  to  the  su*preme  ex- 
ecutive of  the  Commonwealth.  This  was  the  commencement 
of  that  war  upon  small  bills  which  was  kept  up  by  the  State 
Government  of  Massachusetts  until  1805. 

From  1784  to  1792  the  Massachusetts  Bank  continued  the 
only  institution  of  the  kind  in  the  State,  except  so  long  as 
the  branch  Bank  of  North  America  continued  in  operation. 
In  1792  the  Bank  of  the  United  States  established  a branch  at 
Boston,  and  in  the  same  year  the  Union  Bank  of  Boston,  the 
second  State  bank  in  Massachusetts,  was  chartered,  with  a 
capital  of  $ 1,200,000  in  specie,  to  be  paid  in  by  installments. 
Of  this  capital,  $400,000  was  subscribed  by  the  State.  The 
chartering  of  the  Union  Bank  was  opposed  by  the  “ Old  Mas- 
sachusetts ” on  the  ground  that  two  banks  were  not  needed. 
The  Union  Bank  was  not  to  issue  any  bills  of  less  denomina- 
tion than  $ 5.00  nor  to  owe  more  than  twice  its  capital  in  ad- 
dition to  its  deposits ; the  directors  to  be  personally  liable  in 
case  of  any  excess.  One-fifth  of  its  funds  was  to  be  always 
appropriated  to  loans  out  of  Boston,  made  exclusively  for  the 
benefit  of  the  agricultural  interest,  in  sums  of  not  less  than 
$100  nor  more  than  $1,000  each,  secured  by  mortgage  of 
real  estate  and  to  run  for  a term  of  not  less  than  one  year. 
This  questionable  provision  does  not  appear  in  any  other 
charter  granted  previous  to  1802.  But  from  that  time  to  1816 
nearly  every  bank  charter  contained  a requirement  to  appro- 
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priate  a certain  proportion  of  the  bank’s  funds  to  such  loans, 
usually  in  sums  of  $ loo  ^o  $500  each.  The  proportion  of 
funds  required  to  be  so  appropriated  was,  from  1802  until 
1811,  reduced  to  one-eighth ; after  that  year  to  one-tenth  ; and 
after  1816  very  few  of  the  charters  contain  any  provision  in 
relation  to  the  subject.  In  common  with  the  Massachusetts 
and  all  banks  subsequently  chartered,  the  Union  Bank  was 
not  to  vest,  use  or  improve  its  funds  in  trade  or  commerce. 
No  one  but  a citizen  of  Massachusetts  and  no  director  of  any 
other  bank  could  be  a director,  and  any  director  accepting  an 
office  in  any  other  bank  thereby  vacated  his  office  of  director 
in  the  Union  Bank.  No  stockholder  was  allowed  to  have 
more  than  ten  votes,  those  owning  over  $ 100  of  stock  having 
only  one  vote  for  each  additional  $ 200.  The  directors  were  to 
make  half-yearly  dividends  of  all  the  profits  of  the  bank,  thus 
preventing  the  accumulation  of  a surplus  which  is  so  care- 
fully provided  for  in  our  National  Banking  system.  The  bank 
was  required  to  loan  not  extending  $ 100,000  to  the  Common- 
wealth at  five  per  cent,  interest.  It  might  establish  branches 
in  other  places.  Provision  was  made  for  attaching  the  shares 
of  its  stockholders  and  for  an  examination  by  a legislative 
committee,  and,  if  on  the  report  of  such  committee  and  a 
hearing  thereon,  it  should  appear  that  the  corporation  had  ex- 
ceeded the  powers  granted  in  the  charter,  or  failed  to  com- 
ply with  its  provisions,  its  incorporation  was  thereupon  to  be 
declared  forfeited  and  void.  By  a law  passed  in  1793  it  was 
provided  that  the  State  Treasurer  (afterwards  the  Secretary) 
should  be  ex  officio  a director,  and  the  Legislature  might  ap- 
point a number  of  other  directors  in  proportion  to  the  stock 
of  the  Commonwealth.  The  bank  was  also  made  the  deposi- 
tary of  the  funds  of  the  Commonwealth.  Most  of  the  charters 
subsequently  granted  contained  substantially  the  same  provi- 
sions with  some  variations  of  detail,  and  some  exceptions 
which  will  be  noticed  in  their  place.  Provision  was  made  in 
nearly  every  case  for  a State  subscription,  usually  to  the 
amount  of  about  one-third,  to  the  capital  of  each  bank.  Thus 
the  State  became  quite  largely  interested  in  the  banking  bus- 
iness, holding  in  1812,  according  to  Martin’s  Boston  Stock 
Market^"'  bank  stock  to  the  amount  of  $ 1,000,000,  (about  one- 
eighth  of  all  the  bank  capital  of  the  State ; ) which  was  sold  to 
defray  the  expenses  of  Gov.  Strong’s  military  campaigns. 
Each  bank  was  also  required  to  lend  to  the  State,  if  required, 
a certain  portion  of  its  capital,  but  when  in  1815  the  State 
wished  to  borrow  $1,000,000,  this  stipulation  in  the  charters 
was  found  of  but  little  use,  and  in  1816  an  act  had  to  be 
passed  to  enforce  compliance  with  such  demands  in  future. 

No  other  bank  was  chartered  until  1795,  when  the  Nan- 
tucket was  incorporated  with  a capital  of  $ 40,000,  subsequently 
in  1797  reduced  to  $20,000.  It  was  allowed  to  issue  bills  as 
small  as  $ 2.00.  The  Merrimack  Bank,  established  in  the  same 
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year  at  Newburyport,  was  allowed  the  same  privilege  which 
was  not  enjoyed  by  other  banks  until  1805.  It  would  appear 
that  even  at  this  early  period  the  vicious  practice  of  paying 
installments  of  bank  capital  by  means  of  loans  or  discounts, 
from  the  funds  of  the  bank  itself,  had  begun  to  attract 
notice.  For  there  appears  in  the  charter  of  the  Nantucket 
Bank,  a proviso  evidently  aimed  at  this  practice,  that  no 
stockholder  should  be  allowed  to  borrow  at  said  bank  at  or 
after  any  installment  became  due,  until  he  had  paid  in  his 
fnil  proportion  of  such  installment.  In  some  of  the  subse- 
quent charters  the  provisions  were  still  more  stringent. 

Previous  to  1799  there  was  no  general  banking  legislation, 
each  bank  being  subject  to  no  law  except  that  contained  in 
its  charter.  In  that  year,  for  the  first  time,  a general  law 
was  enacted  prohibiting  unincorporated  banking  associations, 
under  a penalty  of  $ 1,000,  and  making  void  all  notes  and  se- 
curities given  to  them.  All  such  associations  then  existing 
were  to  cease  loaning  money  or  issuing  notes  after  March  i, 
1800.  After  the  ist  of  September,  1799,  no  bank  incorporated 
under  the  laws  of  Massachusetts,  except  the  Nantucket,  was 
to  be  allowed  to  issue  or  pay  out  any  note  of  a smaller  de- 
nomination than  $5.00,  and  any  bank  issuing  such  note  was 
liable  to  pay  the  holder  thereof  the  full  amount  of  $5.00. 
At  the  time  this  statute  was  passed,  five  banks  had  been  in- 
corporated with  authorized  capital  of  not  more  than 
$2,250,000.  In  1802  the  act  of  1799  forbidding  Massachusetts 
banks  from  issuing  bills  under  $ 5.00,  was  supplemented  by 
another  act  forbidding  any  person  under  a penalty  of 
from  receiving  or  paying  out  any  bill  of  less  than  $5.00  is- 
sued by  any  bank  or  banking  company  other  than  the  Bank 
of  the  United  States  or  the  banks  in  Massachusetts.  This 
triumph  of  sound  banking  principles  was  of  short  duration. 
Owing  to  the  scarcity  of  small  change  for  currency,  a popu- 
lar demand  arose  in  1805  for  bills  of  less  than  $5.00,  and 
though  the  proposition  to  allow  the  issue  of  such  bills  was, 
after  careful  consideration,  rejected  by  the  banking  commit- 
tee, a law  was,  in  that  year,  passed  as  a temporary  measure 
to  permit  the  banks  during  the  pleasure  of  the  Legislature  ” 
to  issue  bills  of  $1.00,  $2.00,  and  $3.00  to  the  amount  of 
five  per  cent,  of  their  paid-up  capitm.  Instead,  however,  of 
proving  a temporary  measure  this  law  fastened  the  policy  of 
issuing  small  notes  upon  the  banking  system  of  the  State  so 
firmly  that  it  was  never  afterwards  shaken  off.  The  conces- 
sion made  in  favor  of  small  notes  in  1805  did  not  appease 
the  demand,  and  in  1809  ^he  banks  were  granted  the  privi- 
lege of  issuing  bills  of  $1.00,  $2.00,  $3.00,  and  $4.00,  to  the 
amount  of  fifteen  per  cent,  of  their  paid-up  capital.  The  law 
was  again  changed  in  1812,  so  as  to  limit  the  amount  of  bills 
of  $ i.oo,  $ 2.00,  and  $ 3.00  to  ten  per  cent,  of  capital  paid  in. 
If  was  not  till  1818  that  the  limit  of  such  bills  was  finally  es- 
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tablished  at  twenty-five  per  cent,  of  paid-up  capital  at  which 
it  remained  during  the  continuance  of  the  State  bank  system. 

The  first  step  taken  to  secure  returns  from  the  banks  was  by 
an  act  in  1792,  requiring  the  Massachusetts  Bank,  at  least  once 
in  six  months,  or  oftener  if  required,  to  furnish  the  Governor 
and  council  a statement  showing  its  capital  stock,  debts  due  to 
it,  deposits,  notes  in  circulation  and  cash  on  hand.  Except  in 
the  case  of  the  Union  Bank,  all  the  charters  subsequently 
granted  until  the  passage  of  the  general  law  in  1803,  re- 
quired returns  once  in  six  or  twelve  months.  The  banks 
were  very  negligent  in  this  particular  and  the  returns  re- 
ceived were,  as  appears  by  the  statement  of  Gov.  Strong, 
very  few  in  number.  In  order  to  insure  greater  regularity  in 
this  respect  a law  was  passed  in  1803  requiring  the  banks 
on  the  first  Monday  of  January  and  June  every  year,  to  return 
to  the  Governor  and  council  a statement  showing  the  amount 
of  their  capital  stock  actually  paid  in,  debts  due  to  the 
bank,  deposits,  notes  in  circulation,  gold,  silver  and  other 
coin  on  hand,  notes  of  other  banks  incorporated  in  Massa- 
chusetts and  notes  of  banks  incorporated  elsewhere ; the  state- 
ments to  be  signed  by  the  directors  and  laid  before  the  Leg- 
islature on  request.  It  was  not  until  1805  that  the  law  re 
quired  the  returns  to  be  sworn  to.  The  law  was  in  1806  so 
changed  as  to  require  the  returns  to  state  the  value  of  real 
estate  belonging  to  the  bank,  amount  of  debts  on  interest, 
other  debts  not  on  interest,  bills  of  $1.00,  $2.00,  and  $3.00 
in  circulation  and  the  amount  thereof  on  hand.  A subsequent 
act,  passed  in  1813,  required  them  to  state  also  the  rate  and 
amount  of  the  last  dividend  and  the  amount  of  reserved 
profits,  but  dispensed  with  the  provision  requiring  them  to 
distinguish  debts  on  interest  from  chose  not.  A penalty  of 
$5,000  was  imposed  for  neglect  to  make  returns. 

During  the  two  years,  1803  and  1804,  the  growth  of  the 
banking  system  was  very  rapid,  the  number  of  bank  charters 
granted  in  the  former  year  being  six,  and  in  the  latter  three, 
giving  a total  of  sixteen  banks  incorporated  in  Massachusetts 
proper,  with  a maximum  capital  authorized  of  $ 5,760,000. 
The  returns  for  June,  1805,  showed  sixteen  banks  in  operation 
with  a paid-up  capital  of  $ 5,460,000.  In  1806  one  bank  was 
incorporated,  while  one  already  established,  the  Merrimack, 
had  become  absorbed  in  the  Newburyport.  Up  to  1811  no 
other  bank  was  chartered.  During  this  period,  1805 — 10,  the 
condition  of  -the  bank-note  currency  of  New  England  became 
very  bad.  The  banks  in  some  of  these  States  issued  bills  as 
small  as  twenty-five  cents,  while  the  proportion  of  specie  was 
very  small.  The  banks  of  Massachusetts,  notwithstanding  leg- 
islative safe^ards,  were  not  free  from  the  prevailing  vices  of 
the  times.  It  is  said  that  when  the  vaults  of  the  Berkshire 
and  Northampton  banks  were  examined,  about  the  time  of  the 
crisis  of  1808—9,  one  had  only  $30  or  $40  of  specie  in  it. 
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while  the  other  was  entirely  empty.  Mr.  Burwell,  of  Virginia, 
is  quoted  by  Wm.  M.  Gouge,  in  his  History  of  Banking,  as 
saying  that  “ The  State  of  Massachusetts  found,  upon  examin- 
ing the  vaults  of  the  bank,  the  whole  of  them  did  not  contain 
specie  equal  to  the  paper  issued  by  a single  one.**  It  is  cer- 
tain, however,  that  the  published  returns  make  a much  better 
showing  than  this. 

The  explosion  in  1808 — 9 shattered  many  of  the  New  Eng- 
land banks,  but  those  of  Massachusetts,  resting  on  a firmer 
foundation,  for  the  most  part  escaped  by  a sudden  contrac- 
tion of  their  issues.  The  circulation,  which  had  been 
$ 1,565,189  in  1803  and  $ 1,613,684  in  June,  1806,  was  reduced 
to  $ 1,481,777  in  January,  1807,  and  $ 1,038,042  in  January, 
1808.  Their  specie,  which  was  reported  $ 1,079,928  in  1803, 
and  $714,783  in  1807,  was  given  as  $ 1,015,844,  or  nearly  equal 
to  their  circulation  in  1808.  One  Massachusetts  bank  appears 
to  have  failed  or  discontinued  during  this  crisis,  as  the  num- 
ber of  banks  reported  in  operation  in  1810  was  fifteen  against 
sixteen  the  year  before.  The  discount  on  bank  bills  in  Boston 
in  1809,  is  given  as  follows  : Lincoln  and  Kennebec,  three  to 
four  per  cent.  ; Penobscot,  ten  to  twelve ; Northampton, 
fifteen ; Vermont  and  branches,  five  to  fifteen  ; Berkshire, 
twenty  to  fifty ; Hillsborough,  N.  H.,  thirty  to  fifty ; Cheshire, 
thirty  to  forty ; Coos,  forty  to  sixty.  “ For  most  of  these,** 
says  Mr.  Martin,  par  was  offered  in  exchange  for  rum^  lottery 
tickets  and  other  like  delicacies  of  the  day.”  New  England 
bank  notes  at  this  time  are  said  to  have  been  at  a discount 
of  about  fifty  per  cent,  or  more  in  Philadelphia. 

Among  the  fruits  of  this  crisis  may  be  reckoned  an  act  pro- 
viding that  if  after  January  i,  1810,  any  bank  in  Massachu- 
setts should  refuse  or  neglect  to  pay  on  demand  any  of  its 
bills,  it  should  be  liable  to  pay  to  the  holder  two  per  cent, 
per  month  until  paid,  as  additional  damages,  and  that  the 
bills  of  banks  out  of  the  State,  except  those  of  the  United 
States  Bank  and  branches,  should  not  be  received  on  deposit, 
or  in  any  other  way  be  negotiated,  loaned  or  passed  in  pay- 
ment by  any  bank  in  Massachusetts,  or  the  Boston  Ex- 
change office,  under  a penalty  of  $ 1,000  for  each  offence. 
Legislation  so  extreme  could  hardly  have  been  provoked  ex- 
cept by  evils  of  a very  aggravated  character.  The  latter  por- 
tion of  the  act  was  repealed  in  1816,  but  the  former  re- 
mained permanently  incorporated  in  the  laws  of  the  State. 
In  1809  an  act  was  also  passed  requiring  the  banks,  for  the 
purpose  of  producing  uniformity  and  preventing  the  counter- 
feiting of  their  bills,  to  print  those  of  $1.00,  $2.00,  $3.00, 
$4.00,  and  $5.00  from  sterotype  steel  plates.  This  use- 
ful invention,  though  not  producing  all  the  good  anticipated 
from  it,  yet  contributed  somewhat  towards  the  prevention  of 
counterfeiting,  and  continued  permanently  to  retain  its  hold 
upon  the  public  estimation. 
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In  i8ii,  on  the  expiration  of  the  charter  of  the  United 
States  Bank,  new  capital  began  again  to  be  embarked  in  the 
banking  business.  Two  banks  were  chartered  in  that  year 
with  a capital  of  $3,300,000.  One  of  these  was  the  State 
Bank  at  Boston,  with  an  authorized  capital  of  $3,000,000,  be- 
sides $ 1,500,000,  which  the  State  might,  ( but  never  did, ) sub- 
scribe, giving  a total  authorized  capital  of  $4,500,000.  This 
bank  was,  probably,  intended  to  occupy  a position  in  relation 
to  the  banking  system  of  the  State,  similar  to  what  the 
United  States  Bank  filled  in  relation  to  the  banking  system  of 
the  United  States.  If  this  was  the  plan  it  never  met  with 
very  flattering  success,  centralization  finding  no  congenial  at- 
mosphere in  New  England.  In  1817  its  capital  was  reduced 
to  $ 1,800,000.  Its  charter,  which  constituted  the  model  of 
those  subsequently  granted,  was  in  most  respects  similar  to 
that  of  the  Union  Bank,  but  with  more  stringent  provisions 
to  guard  against  banking  on  fictitious  capital.  No  business 
was  to  be  done  by  it  until  $600,000  of  the  capital  was  paid 
in  and  existed  in  its  vaults  in  gold  and  silver,  and  had  been 
examined  by  three  commissioners  appointed  by  the  Governor, 
whose  duty  it  should  be  to  count  such  moneys,  and  ascertain 
by  the  oath  of  the  directors,  or  some  of  them,  that  the  same 
had  been  bona  fide  paid  in  by  the  stockholders  towards  pay- 
ment for  their  respective  shares,  and  not  for  any  other  pur- 
pose, and  was  intended  to  remain  as  a part  of  said  capital, 
and  to  return  a certificate  thereof  to  the  Governor.  All  the 
banks  created  in  1811,  or  after  that,  including  old  banks  newly 
chartered,  were  made  subject  to  the  same  provisions,  and  it  is 
not  unreasonable  to  infer  that  the  satisfactory  manner  in  which 
the  banks  generally  passed  through  the  crisis  of  the  war, 
from  1812  to  1815,  was  in  some  measure  due  to  these  restric- 
tions. 

In  1 81 1 the  approaching  expiration  of  the  charters,  most  of 
which  were  to  continue  only  until  1812,  caused  quite  aflutter 
in  bank  shares,  so  that  their  prices  fell  seriously  until  the 
matter  was  settled.  Nearly  all  were  newly  chartered,  being 
obliged,  however,  to  go  through  the  form  of  winding  up  and 
commencing  anew.  Up  to  this  time  the  limit  of  the  circula- 
tion of  the  banks  had  generally  been  fixed  at  twice  the  cap- 
ital actually  paid  in.  In  the  new  charters  the  limit  began  to 
be  reduced  to  fifty  per  cent,  in  excess  of  the  paid-up  capital. 

In  1812  the  banks  were  subjected  to  a State  tax  of  one- 
half  of  one  per  cent,  on  their  capital,  which,  with  some  vari- 
ations in  the  mode  of  imposition,  continued  as  a permanent 
feature  in  the  fiscal  system  of  the  State.  The  average  div- 
idends of  the  banks  from  this  time  became  reduced  by  an* 
amount  considerably  larger  than  the  tax. 

The  year  1813  was  marked  by  an  important  movement  to- 
wards reforming  the  bank  note  currency.  The  New  England 
Bank  which  commenced  October  5th,  with  a capital  of 
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$ 1,000,000,  found  that  the  bills  called  foreign,  because  not  is- 
sued in  Boston,  were  subject  to  a discount  of  from  three  to 
five  per  cent.  Scarcely  a of  Boston  paper  could  be 

seen,  being  laid  aside  for  profitable  speculation.  To  rectify 
an  evil  so  great  to  most  of  the  banks  and  many  individuals, 
the  New  England  Bank  immediately  gave  notice  that  it  would 
charge  only  the  expense  of  having  foreign  bills  carried  to 
their  respective  banks  and  the  proceeds  returned  to  all  who 
wished  to  avail  themselves  of  such  an  arrangement.  By  this 
means  it  very  soon  brought  down  the  difference  of  exchange 
between  foreign  and  current  bills  to  one-half  of  one  per 
cent.,  bills  of  suspended  banks  of  course  excepted.  The  insti- 
tution pursued  the  same  course  with  regard  to  drafts.  Mer- 
chants and  traders  had  been  subjected  to  exorbitant  charges 
on  such  paper  drawn  on  the  South.  By  merely  charging  the 
cost  of  getting  them  cashed,  it  did  great  service  to  the  com- 
merce of  the  State.  ( History  of  Massachusetts  Currency,  ) 
We  detect  here  the  first  approach  toward  the  par  redemption 
sy^em,  afterwards  known  as  the  Suffolk  Bank  System. 

{^To  be  continued, ) 


A CENTURY  OF  FINANCE  IN  THE  UNITED  STATES. 

By  J.  S.  Gibbons. 

( Continued  from  July  number^ 

Seventh  and  Concluding  Period.  1857  to  1876.  Secretaries 
of  the  Treasury,,  Cobb,  Dix,  Chase,  Fessenden,  McCulloch, 
Boutwell,  Richardson,  Bristow. 

Howell  Cobb,  of  Georgia,  was  appointed  Secretary  of  the 
Treasury,  in  March,  1857,  on  the  accession  of  James  Bu- 
chanan to  the  Presidency.  The  Quadrennial  National  canvass 
of  1856,  developed  into  active  and  threatening  demonstration 
the  sectional  passions  of  the  country  on  the  subject  of 
slavery ; and  it  became  an  established  opinion  that  a decisive 
conflict  was  preparing,  the  result  of  which,  whatever  else 
might  follow,  would  be  to  shake  the  foundations  of  credit 
and  impair  the  stability  of  commercial  business. 

In  the  twelve  years  after  the  discovery  of  gold  in  California, 
(1849,)  there  was  coined  at  the  several  mints  of  the  United 
States,  four  hundred  million  dollars.  Credit  and  speculative  en- 
terprises of  every  description  had  kept  in  advance  of  this  ex- 
traordinary flood  of  the  precious  metals.  It  could  not  be 
said  that  they  were  without  support,  although  the  law  of  the 
Independent  Treasury  deprived  them  to  a great  extent  of  the 
new  capital  to  which  they  were  entitled,  />.,  to  their  profits. 
As  any  commerce  grows,  its  natural  action  and  right  is  to 
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accumulate  capital  by  the  consolidation  of  its  net  earnings. 
It  is  not  apparent  from  the  official  tables  that  any  consider- 
able part  of  the  four  hundred  million  of  new  coinage,  pro- 
duced from  1849  to  1857,  went  to  strengthen  our  domestic  fi- 
nancial condition.  Our  methods  of  administration  were  such 
that,  the  greater  the  accession  of  the  precious  metals  the 
greater  the  depletion  by  export  to  pay  our  foreign  debt. 
The  average  of  imports  rose  from  146  million  prior  to  the 
opening  of  California,  to  271  million  after  that  event.  The 
consequence  of  this  was  an  increased  seizure  of  the  precious 
medium  in  the  shape  of  duties,  and  a large  increase  of  specie 
shipments  to  foreign  countries.  The  average  export  of  gold 
in  the  several  years  prior  to  the  opening  of  California  was 
less  than  eight  million  dollars ; but  from  1849  to  1857  it  rose 
to  forty-five  million.  The  official  tables  show  that  of  the  400 
million  dollars  of  new  coinage  not  less  than  312  million 
found  its  way  to  Europe.  In  the  same  years  the  import  of 
specie  declined  from  an  average  of  ten  and  a half,  to  about 
seven  and  a half  million.  It  does  not  seem  possible  to  explain 
this  loss  to  our  market  of  the  precious  medium,  otherwise 
than  by  the  direct  action  of  the  Independent  Treasury.  Nor 
is  there  any  other  apparent  explanation  of  the  suspension  of 
specie  payments,  which  took  place  in  1857.  The  tariff  of  that 
year,  by  which  a sweeping  reduction  of  the  duties  of  1846 
was  effected,  was  of  too  recent  date  to  be  numbered  among 
its  producing  causes. 

The  secretaryship  of  Mr.  Cobb,  which  covered  the  four 
years  from  1857  to  1861,  was  marked  by  a general  decline  of 
the  public  credit,  notwithstanding  the  existence,  to  use  his 
own  language,  of  “all  the  elements  of  prosperity.  * * 
Abundant  crops,  with  remunerative  prices,  money  seeking 
safe  investments,  and  indeed  every  thing  to  indicate  more 
than  the  usual  increase  in  trade  and  business.” 

The  suspension  of  specie  payments  proved  to  be  of  short 
continuance.  It  was  described  by  the  bankers  as  a species 
of  financial  catalepsy — a shock  of  alarm,  and  not  the  result 
of  any  established  conditions  of  commercial  disease  or  disor- 
ganization. In  a single  week  the  banks  were  prepared  to  re- 
sume payments,  but  counsels  of  prudence  prevailed  to  post- 
pone the  measure  for  a more  complete  recovery  from  the 
shock  which  had  been  experienced. 

The  plan  of  regulating  duties  to  meet  the  expenses  of  the 
government,  designated  as  the  “ revenue  policy,”  was  persist- 
ently advocated  by  Secretary  Cobb  during  his  term  of  office. 
But  it  presented  no  logical  relations  whatever  to  the  subject, 
and  elicited  no  phenomena  different  from  former  dogmatic 
experiments  of  a similar  kind  which  had  been  tried  through 
several  democratic  administrations.  It  has  always  been  re- 
garded as  a specious  attempt  to  introduce  and  establish  per- 
manently the  policy  of  free  trade. 
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The  following  extracts  from  the  last  report  of  Mr.  Cobb, 
foreshadowed  the  opening  scenes  of  the  civil  war,  which  was 
soon  to  set  at  naught  all  ordinary  calculations  affecting  the 
fiscal  affairs  of  the  Government.  It  need  be  premised  only 
that,  immediately  after  the  national  election  in  November, 
i860,  conventions  were  announced  in  prompt  succession  in  the 
several  leading  States  of  the  South,  for  the  purpose  of  dis- 
membering the  Union,  and  establishing  two  independent  na- 
tionalities. Events  followed  each  other  with  the  precipitancy 
that  usually  attends  revolutionary  movements. 

December  4,  i860.  “ The  estimates  of  receipts  into  the 

treasury  have  been  made  without  reference  to  the  financial 
and  commercial  panic  which  has  assumed  so  threatening  an 
aspect  within  the  last  few  days.  * * The  country  was 
never  in  a more  prosperous  condition.  The  exports  of  the 
last  fiscal  year  had  reached  the  enormous  sum  of  $400,122,296, 
and  the  imports  for  the  same  period  were  $362,163,941,  yield- 
ing a revenue  from  customs  of  $53,187,512.  The  exports  of 
domestic  produce  for  the  present  fiscal  year,  indicate  an  in- 
crease. * * It  is  impossible  to  anticipate  the  effects  which 
the  threatened  revulsion  will  produce.  * * All  the  elements 

of  prosperity  are  in  existence.  * * The  causes  which  have 
so  suddenly  arrested  this  tide  of  prosperity  must  be  looked 
for  outside  of  the  financial  and  commercial  operations  of  the 
country.  They  are  of  a political  character,  and  therefore  so 
dependent  for  their  ultimate  effect  upon  future  developments, 
that  it  is  impossible  to  say  what  will  be  the  extent  of  their 
influence.  * * Already  has  the  Treasury  been  seriously  af- 
fected by  these  causes.  The  receipts  from  customs  for  the 
last  few  days  have  gp*eatly  fallen  off,  and  the  limited  amount 
received  is  composed  each  day  of  an  increased  proportion  of 
treasury  notes  not  yet  due.** 

In  fact,  the  credit  of  the  Government  was  already  paralyzed. 
Notwithstanding  the  prostration  of  commercial  business,  in 
consequence  of  which  the  banks  were  overflowing  with  unem- 
ployed capital,  but  $ 10,000,000  was  offered  on  a loan  of 
$21,000,000;  and,  of  this  sum,  bids  to  the  amount  of 
$3,000,000  were  subsequently  withdrawn.  Another  loan,  of 
$ 25,000,000,  was  authorized  in  February,  1861,  without  re- 
striction of  price  to  par^  as  in  the  former  case.  Under  this 
act  sales  were  effected  to  the  amount  of  $8,006,000  at  rates 
varying  from  90.15  to  96.10  for  each  $ 100. 

Secretary  Cobb,  who  was  believed  to  be  in  secret  collusion 
with  the  southern  conspirators  to  dismember  the  Union,  re- 
tired from  his  place  before  the  expiration  of  his  official  term,* 
under  well  gp*oundcd  suspicion  of  having  used  the  funds  and 
the  prerogatives  of  the  government  to  assist,  covertly,  their 
treasonable  project. 

♦Resigned  December  loth,  i860.  Acted  as  chairman  of  the  delegates  at  Montgomery  to  or- 
ganize the  Southern  confederacy,  February  4,  1861. 
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A transient  occupancy  of  the  treasuryship  by  the  Hon. 
John  A.  Dix,  * of  New  York,  revived  the  confidence  of  capi- 
talists in  our  chief  cities ; and  the  suspended  loan  negotia- 
tions were  resumed  with  a measure  of  success  which  relieved 
the  immediate  necessities  of  the  Government,  and  gave  time 
for  public  opinion  to  rally  for  its  effectual  support. 

The  Hon.  Salmon  P.  Chase,  of  Ohio,  was  appointed  Secre- 
tary of  the  Treasury  on  the  4th  of  March,  1861. 

After  this  date,  the  financial  history  of  the  government  and 
country,  presents  no  salient  features,  legislative,  executive  or 
experimental,  on  which  the  American  citizen  can  pride  him- 
self, or  to  which  he  can  refer  with  any  high  degree  of  satis- 
faction, or  consciousness  of  successful  labors  in  the  most  im- 
portant of  all  branches  of  material  and  social  development. 

It  is,  however,  to  be  considered  that  economy  is  not  one  of 
those  divisions  of  exact  knowledge  or  of  practical  appliance, 
concerning  which  we  have  only  to  turn  to  a written  page  and 
be  instructed  in  its  conclusive  demonstrations.  So  far  from 
this,  we  find  ourselves,  at  the  end  of  a century,  groping  in 
the  fogs  of  doubt  and  controversy  on  the  simplest  of  its  ru- 
diments. If  there  be  in  this  no  ground  for  distrust  of  popu- 
lar government,  with  respect  to  its  capacity  for  the  exhibition 
of  the  highest  functions  of  National  life,  it  is  at  least  a source 
of  anxiety  for  the  future  which  ought  to  inspire  an  effort  to 
avert  from  our  posterity  the  disorders  and  demoralizations 
from  which  we  have  not  been  able  to  save  ourselves. 

The  financial  emergencies  of  a civil  war  on  a theatre  sa 
broad  as  that  of  the  United  States,  and  with  elements  of 
such  vast  indefiniteness,  it  must  be  admitted,  were  beyond  all 
human  powers  of  estimate.  But  was  there  not,  therefore,  the 
greater  reason  that  the  chief  fiscal  head  of  the  Government 
should  call  into  council  the  leading  bankers  and  financial 
managers  of  the  country,  and  avail  himself  of  their  knowl- 
edge, of  their  experience,  and  of  their  means,  material  and 
pecuniary,  for  carrying  on  the  contest  and  bringing  it  to  a 
speedy  determination  ? Those  men  were  at  hand.  They  had 
already,  on  the  first  outbreak  of  the  war,  offered  themselves 
and  all  their  vast  organized  capital  to  the  Government.  They 
were  in  possession  of  the  most  complete  machinery  of  ex- 
change that  existed  — the  best  results  of  the  experience  of 
near  a century,  covering  with  its  offices,  its  deposits,  its 
stores  of  gold,  its  established  credit,  and  above  all,  its  com- 
mercial sympathy,  the  whole  territory  of  the  Union ! To 
what  body  of  men,  if  not  to  such,  should  the  Government 
appeal  in  a crisis  which  threatened  its  existence  ? It  is  the 
most  inscrutable  page  of  the  record  that,  in  such  an  emerg- 
ency, the  Secretary  of  the  Treasury  not  only  rejected  the 

• Philip  F.  Thomas,  who  filled  the  place  on  the  resignation  of  Mr.  Cobb,  himself  resigned, 
and  Mr.  Dix  was  appointed  on  the  nth  of  January,  1861.  He  served  as  Secretary  until 
March  4th. 


Digitized  by  LjOOQle 


1876.] 


A CENTURY  OF  FINANCE. 


125 


counsel  and  the  material  organization  of  the  best  qualified 
bankers  and  merchants,  but  listened  in  preference  to  the 
schemes  of  visionary  and  speculative  theorists,  whose  great 
fault  was  their  simple  ignorance  of  every  settled  principle  of 
fiscal  science.*  Mr.  Chase  did,  indeed,  invite  them  to  meet 
him  in  the  City  of  New  York.  But  to  what  purpose  ? He 
ignored  the  repeal  of  that  part  of  the  Independent  Treasury 
Act,  the  special  intent  of  which  was  to  permit  the  use  of 
banks  as  depositories  of  the  Government,  and  insisted  on  the 
payment  of  the  $150,000,000  which  they  subscribed,  />/  go/t/. 
The  bank  officers  protested,  that  it  would  inevitably  force 
them,  and  the  whole  country,  into  the  suspension  of  specie 
payments.  The  Secretary  was  inflexible,  and  they  were 
obliged  to  yield.  They  advanced  150  million  dollars  at  sev- 
eral dates.  Fifty  million  on  the  19th  of  August,  50  million  on 
the  ist  of  October  and  50  million  on  the  i6th  of  November, 
1861.  Of  the  first  50  million,  a considerable  proportion  re- 
turned in  the  circle  of  deposits ; of  the  second,  a much 
smaller  proportion ; and  of  the  third,  so  little  that  it  be- 
came evident  that  no  further  negotiations  in  specie  could  be 
successfully  carried.  The  banks  were  thus  compelled  to  sus- 
pend specie  payments,  which  they  did  on  the  31st  of  Decem- 
ber, 1861,  not  from  any  commercial  necessity,  not  from  any 
distrust  on  the  part  of  their  bill  holders  or  depositors,  but 
purely  because  the  Secretary  of  the  Treasury  insisted  on  the 
actual  transfer  in  substance  of  the  gold  from  their  bank  ac- 
count, where  it  was  held  in  trust,  to  the  vaults  of  the  Inde- 
pendent Treasury.  The  immediate  consequence  was  that 
gold  acquired  a premium,  and  from  being  an  instrument  of 
negotiation  and  exchange  became  an  absorbant  of  the  in- 
strument. The  expenses  rapidly  increased. 

“They  had  already  reached  (in  1862)  an  average  of  nearly 
a million  and  a quarter  of  dollars  for  each  secular  day,” 
wrote  the  Secretary  in  his  report  to  Congress,  “ while  the 
revenue  from  all  sources  hardly  exceeded  the  one-tenth  of 
that  sum.”  In  this  emergency  the  issue  of  Treasury  notes 
was  resorted  to.  These  were  declared  legal  tender  by  Con- 
gress ; and  as  a medium  for  the  payment  of  loans  were  of 
signal  service  to  the  Government.  At  the  same  time  Mr. 
Chase  brought  forward  the  National  bank  system,  the  prin- 
cipal feature  of  which  was  the  constitution  of  the  public 
bonds  as  the  security  for  circulating  notes.  A tax  was  levied 
on  the  circulation  of  the  State  banks  which  consequently 
was  withdrawn.  The  rapid  organization  of  banks  under  the 
National  system,  and  the  conversion  of  the  local  institu- 
tions, absorbed  over  four  hundred  millions  of  new  loans.  At 
the  same  time  the  issue  of  legal-tender  notes  went  on  until 


* Among  those  who  have  claimed  the  honor  of  having  first  presented  to  Mr.  Chose  the  plan 
of  the  National  bank  note  system  were  a clergyman,  a superannuated  politician,  a real  estate 
‘‘operator,”  a patent  lawyer,  and  a school  teacher. 
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they  reached  an  aggregate  of  another  four  hundred  million. 
The  industries  growing  out  of  the  necessities  of  the  war 
created  a general  activity  in  business,  and  favored  a wide 
popular  investment  in  the  public  securities.  The  financial 
requirements  of  the  government  soon  ceased  to  be  a cause 
of  anxiety  to  the  people.  Leaving  out  of  view  the  deprecia- 
tion of  the  currency,  which  advanced  in  proportion  to  the 
increase  of  its  volume,  there  was  but  little  ground  of  com- 
plaint. The  following  table  of  quotations  shows  the  monthly 
average  of  the  premium  on  gold,  which  was  the  true  sign  of 
the  progressive  depreciation : 

AVERAGE  RATE  OF  GOLD  IN  CURRENCY. 


1863. 

1864. 

August 

. . . . 126 

February  . . . . 

....159 

September.  . . . 

. --I34 

March 

....168 

October 

148 

April 

....178 

November 

— 149 

May 

....179 

December 

. ...150 

June 

. . . .222 

1864. 

. . July 

....254 

January 

....155 

August 

. . . .261 

The  Secretary  of  the  Treasury  had  pledged  his  financial 
reputation  on  the  National  bank  currency.  “It  seems  diffi- 
cult,” he  wrote  in  his  report  of  1862,  “to  conceive  of  a 
note  circulation  which  will  combine  higher  local  and  gen- 
eral credit  than  this.  Every  dollar  of  it  would  represent 
real  capital,  actually  invested  in  National  stocks,  the  imprint 
of  the  National  seal,  authenticating  the  declaration  borne 
on  each  that  it  is  secured  by  bonds  which  represent  the 
faith  and  capital  of  the  whole  country,  could  not  fail  to 
make  every  note  as  good  in  any  part  of  the  world  as  the 
best  known  and  the  best  esteemed  National  securities.” 

That  Mr.  Chase  had  erred  in  his  estimate  of  the  current 
value  of  the  National  bank  currency  was  due  to  the  inev- 
itable law  of  paper  money,  of  which  in  his  intense  zeal  for 
the  public  good  he  failed  to  take  cognizance.  There  had 
been  a long  period  in  which  the  desperate  struggle  for  the 
Union  seemed  to  produce  less  result  than  the  great  efforts 
put  forth  justified.  At  this  juncture  (1864)  there  were  also 
increased  difficulties  of  negotiation ; and  the  Secretary, 
doubtless  weighed  down  by  the  anxieties  of  his  position,  re- 
signed his  place  on  the  30th  of  June,  1864. 

After  this  date  the  department  was  presided  over  success- 
ively by  the  Hon.  W.  P.  Fessenden,  Hugh  McCulloch,  Geo. 
S.  Boutwell,  William  A.  Richardson,  and  Benjamin  H.  Bris- 
tow, without  any  material  change  in  the  policy  of  administra- 
tion. 

The  termination  of  the  war  in  1865  put  an  end  to  the  ac- 
cumulation of  debt,  and  the  success  of  the  Union  so  im- 
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proved  the  National  credit  in  foreign  markets  that  a large 
proportion  of  it  was  refunded  at  a lower  rate  of  interest  than 
marked  the  original  negotiations. 

Among  the  most  interesting  features  of  our  financial  his- 
tory through  the  term  of  our  great  trial,  was  the  willingness 
widi  which  the  people  submitted  to  taxation,  and  the  aston- 
ishing rapidity  with  which  the  liquidation  of  the  debt  has 
been  carried  forward. 

The  following  table  exhibits  this  process  in  a condensed  form:: 


year. 

Outstanding  dtit. 

Liquidation, 

1861 

$90,580,874 

1862 

5*4,176,412 

1863 

1,119,772,139 

1864 

1,815,784,371 

186s 

. 2,680,647,870 

1866 

2,773,236,174 

1867 

. 2,678,126,104 

$95,110,070 

1868 

2,611,687,851 

66,438,253 

1869 

2,588,452,214 

23,235,637 

1870 

2,480,672,428 

107,779,786 

1871 

2,353,211,332 

127,461,096 

1872 

2,253,251,329 

99,960,003 

1873 

2,202,752,993 

50,498,336 

1874 

2,192,930,468 

9,8*2,525 

1875 

2,173,869,532 

19,060,936 

Apparent  liquidation  to  date. 

• ••$599,366,642 

The  actual  liquidation  was  in  reality  much  greater  than  is 
represented  in  the  official  reports,  which  do  not  take  cogni- 
zance of  p&yments  made  intermediately  ; that  is,  between  the 
periods  of  fiscal  settlement.  For  example,  it  is  well  known 
that  the  liquidations  (which  alone  give  the  true  data  where- 
by the  total  debt  is  ascertainable,)  have  amounted  to  some- 
thing near  800  million  dollars,  more  or  less.  It  is  there- 
fore evident  that  the  maximum  of  the  debt,  instead  of  being 
2,773  million  dollars  as  reported  in  the  above  table,  reached 
near  3,600  millions.  This  has  been  demonstrated  with  such 
apparent  conclusiveness  as  to  leave  no  room  for  doubt. 

It  has  not  been  the  object  of  this  sketch  to  make  a close 
record  of  every  transaction  which  belongs  to  our  financial  or 
economic  history.  The  writer  is  well  aware  that  many  impor- 
tant matters  have  been  passed  over.  The  passage  of  the 
General  banking  law  of  New  York,  in  1838,  and  the  organi- 
zation of  the  New  York  Clearing  House  in  1853,  are  subjects 
that  would  require  for  their  proper  elucidation  more  space 
than  is  occupied  by  this  entire  abstract.  It  might  be  ex- 
pected also  that  laws  and  methods  which  have  exerted  a con- 
trolling influence  over  our  commercial  interests,  while  those 
interests  have  been  declining  from  on^  stage  to  another  to- 
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wards  the  state  of  almost  hopeless  depression  now  reached, 
would  have  been  treated  from  a more  critical  point  of  view. 
This  is  impossible  to  so  limited  a space.  The  policy  of  liq- 
uidation adopted  by  Congress,  under  the  persistent  and  con- 
trolling influence  of  the  Treasury  department,  is,  likewise,  a 
subject  for  close  and  critical  review.  It  is  certain  that  a scale 
of  taxation  which  has  made  it  possible  to  extinguish  800  mil- 
lion dollars  of  debt,  on  the  very  heels  of  a war  that  covered 
the  country  with  wreck  and  devastation,  however  flattering 
to  the  political  aspirations  of  individuals,  is  utterly  without 
defence  on  any  known  principle  of  economic  science.  The  de- 
plorable condition,  of  trade,  commerce  and  industry,  in  every 
branch,  and  over  every  part  of  our  territory,  furnishes  the 
true  explanation  of  the  difficulty  of  restoring  our  currency 
to  its  normal  integrity,  and  revivifying , the  sources  of  Na- 
tional revenue. 


DIFFERENT  STANDARDS  OF  MONEY  DO  NOT 
OBSTRUCT  TRADE  BETWEEN  NATIONS. 

BY  GEORGE  M.  WESTON. 

It  is  frequently  said  that  as  all  commercial  countries  have 
adopted  gold  as  the  standard,  or  are  on  the  eve  of  doing  so, 
it  will  be  impossible  for  the  United  States  to  maintain  the 
double  standard. 

The  fact  is  not  at  all  as  thus  represented,  and,  if  it  was, 
the  deduction  from  it  is  not  supported  by  either  reason  or 
experience. 

Since  England  adopted  gold,  sixty  years  ago,  her  example 
has  been  followed  in  Europe  by  only  Portugal,  Germany,  and 
the  Scandinavian  States.  France,  Italy,  and  Spain,  have  the 
double  standard.  Austria  and  Russia  have  the  silver  standard. 
In  fact,  it  is  paper  which  has  a forced  currency  in  France, 
Italy,  Austria,  and  Russia,  specie  payments  having  been  sus- 
pended. Among  the  commercial  nations  of  the  East,  Japan 
alone  has  adopted  gold.  Manifestly,  it  is  very  wide  of  the 
truth  to  say  that  we  must  adopt  gold,  because  all  other  com- 
mercial countries  have  done  so.  Not  only  is  that  not  now 
the  fact,  but  it  cannot  be  the  fact  within  any  time,  or  under 
any  contingencies,  at  present  to  be  foreseen.  If  the  attempt 
of  Germany,  not  yet  successfully  carried  out,  to  adopt  gold, 
has  convulsed  the  financial  world,  and  forced  the  Bank  of 
England  rate  of  interest  more  than  once  up  to  ten  per  cent. ; 
within  what  period  is  gold  enough  to  be  found  for  the  one  hun- 
dred and  sixty  millions  of  people  in  France,  Italy,  Austria, 
and  Russia,  now  condemned  to  the  use  of  paper? 

But  why  need  we  give  up  our  own  constitutionial  double 
standard,  because  certain  foreign  nations,  more  or  less  in 
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number  and  importance,  choose  to  adopt  gold  ? What  reason 
is  there  for  it,  or  how  is  it  shown  by  the  experience  of  man- 
kind to  be  a necessity  ? 

Coined  money  is  not  legal  tender  beyond  the  territorial 
limits  of  the  sovereignty  by  which  it  is  struck,  except  under 
some  special  authorization  by  the  sovereignty  within  whose 
territories  it  may  be  offered.  Our  gold  eagles,  or  silver  dol- 
lars, were  never  moneys  in  the  sense  of  legal  tenders  outside 
of  our  own  boundaries.  In  another  and  more  general  sense 
gold  and  silver  are  money  everywhere,  or,  in  Mr.  Webster’s 
language,  the  law  of  the  world  abroad  I'  Their  bullion  value 
is  universally  recognized,  and  will  always  adjust  balances  of 
trade.  The  conversion  of  one  currency  into  another,  by 
means  of  the  bill  of  exchange,  is  familiar.  An  order  for  one 
huhdred  pounds  sterling,  payable  in  London,  can  always  be 
purchased  in  New  York,  either  with  gold,  or  silver.  The  rate 
depends  upon  the  course  of  exchange  at  the  time  of  the  pur- 
chase, and  it  depends  also  if  the  purchase  is  made  with  sil- 
ver, upon  the  market  ratio  of  silver  to  gold.  But  in  no 
event,  can  the  American  currency  be  carried  bodily  and 
specifically  to  London,  there  to  be  used  as  money.  The  op- 
eration of  converting  it  into  English  money  by  purchase  is 
first  to  be  performed,  and  as  truly  when  so  many  gold  eagles 
are  paid  for  so  many  sovereigns,  as  when  so  many  silver  dol- 
lars are  paid  for  so  many  sovereigns. 

Undoubtedly,  the  elements  of  the  calculation  in  converting 
the  gold  coins  of  our  country  into  those  of  another,  are 
simpler  and  more  certain  than  in  the  conversion  of  a silver 
currency,  or  a paper  currency,  into  one  of  gold.  In  the  first 
case,  it  is  only  needed  to  fix  the  comparative  weights  of  pure 
gold,  and  the  exchange  will  not  ordinarily  exceed  the  charges 
of  transportation,  including  insurance.  But  the  conversion  of 
currencies  of  different  material  into  each  other  is  within  the 
common  experience  of  mankind,  although  the  rules  which 
govern  it  are  more  complex  and  more  fluctuating.  When 
Great  Britain  alone,  in  1816,  adopted  the  gold  standard,  it 
was  without  the  least  apprehension  that  any  difficnlty  would 
thereby  be  thrown  in  the  way  of  its  commercial  intercourse, 
which  then,  as  now,  was  more  widely  extended  than  that  of 
any  other  nation.  The  English  are  “a  nation  of  shop-keepersf 
and  the  last  people  in  the  world  to  do  anything  to  obstruct 
trade.  The  Dutch,  who  are  only  less  commercial  than  their 
British  neighbors,  suffered  no  detriment  in  their  mercantile 
transactions  by  adopting  an  exclusive  silver  standard  in  1847. 
They  traded  with  everybody  as  freely  as  before.  Not  a 
steamer  the  less  plied  between  Rotterdam  and  London,  be- 
cause the  only  legal  tender  was  silver  in  one  place  and  gold 
in  the  other.  The  actual  currencies  of  half  of  Europe  con- 
sist of  paper,  by  force  of  law,  and  that  has  been  true,  of  our 
own  country  for  fourteen  years,  and  will  be  for  a century  to 
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come,  if  this  madness  of  a gold  standard  shall  endure  so  long. 
And,  since  experience  has  shown  that  even  paper  is  conver- 
tible without  difficulty,  at  its  market  value,  into  the  metallic 
currencies  of  other  countries,  we  need  not  fear  that  those  who 
use  silver  cannot  find  an  easy  and  practicable  way  of  trading 
with  those  who  use  gold.  A striking  instance  of  that  has 
been  witnessed  for  forty  years  in  the  vast  commerce  between 
England  and  its  great  dependency,  India,  both  subject  to  the 
same  crown,  but  with  different  standards  of  money.  The 
gold  sovereign,  with  Victoria’s  head  upon  it,  will  not  pay  a 
debt  in  any  part  of  that  oriental  realm  of  which  she  is  now 
the  titular,  as  she  was  before  the  real,  empress.  The  silver 
rupee,  coined  at  her  Indian  mints,  and  also  bearing  her  im- 
press, will  pay  no  debt  in  her  capital  city.  But  trade  be- 
tween Calcutta  and  Bombay  on  the  one  side,  and  the  cities 
on  the  Thames  and  Mersey  on  the  other  side,  is  affected  only 
by  differences  of  exchange,  and  is  free  and  unobstructed. 

If  a nation  need  not  be  deterred  from  adopting  an  exclu- 
sive silver  standard  by  any  fear  that  it  will  thereby  be  made 
difficult  to  maintain  commerce  with  nations  adopting  gold, 
we  have  much  less  reason  to  be  deterred  by  such  a fear  from 
adhering  to  the  double  standard  of  gold  and  silver.  In  fact, 
that  standard  puts  us  in  the  best  possible  position  to  trade 
with  all  the  world,  because  it  keeps  us  always  stocked  with 
both  the  metals,  to  meet  the  varying  wants  of  customers.  It 
is  exactly  suited  to  our  geographical  position,  looking  to  Asia 
on  one  side,  and  Europe  on  the  other,  and,  to  our  great 
destiny,  which  is  to  be,  if  we  are  true  to  ourselves,  the 
masters,  without  a rival,  of  the  world’s  commerce. 

Before  a monetary  commission  of  the  French  Government, 
in  1869,  M.  le  baron  Alphonso  de  Rothschild,  said  : 

“If  the  coining  of  silver  was  suppressed  in  France,  less 
would  come  here,  as  it  would  no  longer  be  attracted  by  the 
facility  which  commerce  now  has,  of  converting  it  into  coin. 
It  is  this  power  of  converting  the  bullion  into  money,  which 
attracts  silver  to  France,  and  causes  it  to  remain,  even  when 
the  price  is  for  the  moment  too  high  to  admit  of  its  being 
coined.  It  was  this  which  caused  France  to  have,  in  1866, 
that  great  reserve  of  silver,  which  England  was  obliged  to 
draw  upon,  paying  a large  premium  and  to  the  profit  of 
French  commerce. 

“ It  is  another  important  consideration  that  the  circulation  of 
silver  serves  as  a reserve,  when,  by  reason  of  the  failure  of 
the  harvests  it  is  necessary  to  buy  corn  in  countries  in  which, 
as  in  Russia,  the  current  money  is  silver.  If  that  metal 
should  be  reduced  to  merchandise  in  France,  as  it  is  in  Eng- 
land, commerce  would  have  less  facility  in  procuring  it,  and 
the  reserve  of  it  in  the  country  would  disappear.” 

In  framing  and  proposing  the  Bank  Act  of  1844,  Sir  Robert 
Peel  showed  himself  very  sensible  of  this  precise  difficulty 
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pointed  out  by  Baron  Rothschild,  that  England,  although  al- 
ways liable  to  need  silver,  because  trading  with  all  the  world, 
had  no  stock  in  circulation  to  draw  from,  having  demonetized 
that  metal.  His  expedient  was  to  allow  the  Bank  of  England 
to  hold  one-fifth  of  its  bullion  reserve  in  silver,  and  that  is 
still  the  law  of  that  institution.  His  language  was,  that  hav- 
ing this  stock  of  silver  in  the  bank  for  the  purposes  of  ex- 
portation, was  a proper  remedy  for  the  inconvenience  of  our 
standard  differing  from  that  of  other  nations,*'  A better  treatment 
would  have  been  to  have  restored  silver  to  its  proper  place  in 
the  circulation,  and  then  there  would  have  been  jio  inconve- 
nience to  remedy. 

There  are  for  us  positive  advantages  in  having  our  cur- 
rency differ  from  that  of  England,  notoriously  subject  as  that 
is  to  frequent  and  violent  fluctuations.  It  is  claimed  for  our 
non-exportable  greenback  currency,  that  it  renders  us  less  sen- 
sitive to  the  mercantile  and  financial  vibrations  of  the  rest  of 
the  world,  and  undoubtedly  it  does  so.  Silver  has  not  at  all 
the  non-exportable  quality,  but  it  is  still  true,  that  with  the 
double  standard  we  should  be  less  affected,  than  with  the 
gold  standard,  by  the  periodical  struggles  of  the  Bank  of 
England  to  recruit  its  bullion.  It  would  only  be  one  part  of 
our  money  which  that  institution  would  struggle  to  draw  to 
itself. 

Do  what  we  will,  we  shall  be  sufficiently  in  the  power  of 
British  capital,  until  we  obtain  emancipation  by  acquiring  for 
ourselves  what  we  need.  London  is,  at  present,  the  chief 
seat  of  the  money  changers,  and  in  pecuniary  transactions  it 
is  the  lender,  not  the  borrower,  who  dictates  terms.  To  make 
securities  acceptable  to  these  principal  owners  of  loanable  cap- 
ital, enough  of  them  will  be  made,  with  the  interest,  and 
sometimes  the  principal  payable,  in  gold  or  even  specifically 
in  sterling  money  and  in  London,  to  give  to  that  city  a dan- 
gerous control  over  the  interests  of  mankind.  A most  per- 
sistent attempt  was  made  to  draw  even  our  National  Govern- 
ment into  those  toils,  by  making  at  least  a part  of  our  Na- 
tional debt  payable  abroad  and  in  sterling  money.  The 
Treasury  Department  advised  it,  but  Congress  steadily  re- 
jected all  such  advice,  and  made  our  debt,  the  whole  of  it, 
payable  at  home  and  in  “ the  coin  of  the  United  States,**  and  of 
course  in  either  gold  or  silver  coin  at  the  pleasure  of  the 
paying  party.  But  if  our  Government  has  been  strong  enough 
to  resist  the  attempt  to  subject  it  to  London  standards,  other 
great  American  borrowers,  notably  the  railroad  companies, 
have  not  been  so  fortunate. 

But  we  have  Asiatic,  as  well  as  European  relations,  and  it 
is  to  the  Orient  that  time  and  events  must  cause  us  to  look 
more  and  more.  It  is  within  this  generation  that  we  have  ac- 
quired a footing  on  what  Mr.  Jefferson  called  the  endless 
shores  of  the  Pacific,*  and  it  is  within  the  current  decade  that 
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we  have  effectively  united  the  two  fronts  of  our  empire  by  a 
practicable  highway.  We  are  now  for  the  first  time  fairly 
face  to  face  with  the  rich  and  populous  East,  the  control  of 
whose  trade  has  in  all  historical  times  determined  the  com- 
mercial ascendency  of  nations.  What  inconceivable  folly  will 
it  be,  so  long  as  Oriental  nations  shall  prefer  silver,  to  de- 
grade and  cheapen  the  medium  of  our  payments  to  them  by 
demonetizing  it.  What  inconceivable  folly  it  will  be  to  do  all 
which  we  possibly  can  do,  to  induce  them  to  discard  silver 
altogether,  by  setting  them  the  example  of  discarding  it,  and 
thus  deprive  ourselves  of  the  advantages  of  the  silver  mines 
for  which  we  are  indebted  to  the  bounty  of  nature.  No  more 
admirable  combination  of  circumstances,  to  lead  on  to  high 
national  fortunes,  can  be  imagined  than  the  discovery  of  these 
mines  simultaneously  with  our  occupation  of  San  Francisco 
Bay  and  Puget’s  Sound.  To  the  facility  of  geographical  prox- 
imity they  added  a means  of  exchange,  apparently  inexhaust- 
tible,  and  likely  to  be  acceptable  during  a future  indefinitely 
long,  if  we  would  simply  abstain  from  degrading  and  cheap- 
ening our  own  productions.  If  we  commit  that  folly,  it  will 
not  be  the  first  case,  in  the  history  of  mankind,  of  a prize 
won  without  effort  and  heedlessly  thrown  away,  or  the  first 
illustration  of  the  truth  that  nations  quite  as  often  become 
great  from  the  want,  as  from  the  possession,  of  natural  ad- 
vantages. 


CROSSED  CHECKS  ON  BANKS. 

The  English  financial  journals  have. been  discussing,  of  late, 
the  law  of  crossed  checks  which  constitutes  one  of  the  points 
of  difference  between  the  English  banking  system  and  our 
own,  which  American  bankers  of  intelligence  ought  to  under- 
stand. As  we  explained  some  time  ago,  the  English  banks 
for  reasons  which  are  not  considered  valid  in  other  countries, 
pay  checks  without  requiring  the  holder  to  be  identified.  To 
obviate  the  inconveniences  of  this,  several  expedients  have 
been  adopted,  among  them  that  of  crossing  the  check  with  the 
name  of  some  banker  through  whom  alone  it  was  to  be  paid. 
The  object  of  crossing  a check  was  to  prevent  a wrongful 
holder  from  getting  it  cashed.  Although,  however,  this  plan 
has  been  many  years  in  use,  it  was  not  legalized  till  1857. 
It  was  enacted,  by  the  19  and  20  Viet.,  c.  25,  that  if  any 
draft  payable  to  bearer,  or  order  on  demand,  was  crossed 
with  the  name  of  any  banker,'  or  the  words  “ and  Company  ” 
in  full  or  abbreviated,  such  additions  should  have  the  force 

and  effect  of  a direction  to  the  bankers  upon  whom  it  was 

drawn,  to  pay  it  only  to,  or  through  some  banker.  Soon 

after  this  law  was  passed,  a person  stole  a crossed  check, 

erased  the  crossing  and  presented  it  for  payment.  The  bank- 
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ers  paid  it  over  the  counter.  An  action  being  brought 
against  them,  the  Court  held  that  the  crossing  was  not  an  in- 
tegral part  of  the  cheque,  and  that  it  was  a mere  memoran- 
dum ; on  this  view  the  erasure  of  it  was  not  a forgery,  and 
if  it  did  not  appear  on  the  face  of  the  check  when  presented 
for  payment,  the  bankers  were  justified  in  paying  the  check 
to  the  bearer.  To  remedy  this  defect  in  the  law,  it  was  en- 
acted, by  21  and  22  Vic.,  c.  79,  s.  i,  that  whenever  a cheque 
or  draft  on  any  banker,  payable  to  order  on  demand,  shall 
be  issued  crossed  with  the  name  of  a banker,  or  with  two 
transverse  lines  with  the  words  “and  Company  or  any  ab- 
breviation thereof,  such  crossing  shall  be  deemed  a material 
part  the  cheque  or  draft,  and  shall  not  be  obliterated,  or 
added  to,  or  altered  by  any  person  whomsoever,  after  the  is- 
suing thereof  ; and,  the  bankers  upon  whom  such  cheque  or 
draft  shall  be  drawn,  shall  not  pay  such  cheque  or  draft  to 
any  other  than  the  banker  with  whose  name  such  cheque  or 
draft  shall  be  crossed,  or  if  the  same  is  crossed  without  a 
banker's  name,  to  any  other  than  a banker. 

If  any  cheque  is  issued  uncrossed,  or  crossed  in  blank,  any 
lawful  holder  of  it  may  cross  it  with  the  name  of  a banker, 
and  then  it  becomes  a material  part  of  the  cheque,  as  in  the 
former  case  ; and  any  person  obliterating,  altering  or  adding 
to  a crossing  on  a cheque,  with  intent  to  defraud,  is  guilty 
of  felony,  and  on  conviction,  may  be  sentenced  to  penal  ser- 
vitude for  life  or  for  not  less  than  five  years,  or  imprison- 
ment for  two  years,  with  or  without  hard  labor,  and  with  or 
without  solitary  confinement.  A banker,  however,  is  not  to 
be  held  liable  if  he  pays  a cheque  which  does  not  at  the 
time  of  presentment  of  payment,  plainly  appear  to  be,  or  to 
have  been  obliterated,  added  to,  or  altered,  to  any  other  than 
a banker,  unless  he  acted  mala  fide,  and  negligently.  Blank 

forms  of  cheques  are  now  printed  with  the  crossing  & 

Co.,  and  when  the  payee  requires  cash,  the  drawer  under- 
writes the  crossing  with  “ Pay  cash,”  and  signs  it.  This  be- 
ing done  before  the  check  is  issued,  nullifies  the  crossing,  and 
the  banker  pays  it  across  the  counter. 


Railroads  in  Ohio. — The  ninth  annual  report  of  the  Commissioner  of 
Railroads  for  Ohio  contains  the  folloMring  interesting  statistics : There  were 
but  86^  miles  of  track  laid  in  Ohio  last  year,  125  miles  less  than  the  pre- 
vious year.  Total  number  of  passengers  carried  1 7»  193,948,  an  increase  of 
1,706,054.  Total  number  of  tons  of  freight  carried  25,750,501,  an  increase  of 
145,725.  The  gross  earnings  of  all  the  lines  were  $64,945,325,  against 
$70,928,194  last  year,  a decrease  of  $6,432,868,  or  nearly  10  per  cent.  The 
net  earnings  were  $17,515,686,  against  $19,798,169  for  the  year  previous, 
being  $2,272,482  less,  or  a fraction  over  11  per  cent  decrease,  and  amounting 
to  only  3 per  cent  upon  the  paid  in  capital  stock  and  indebtedness  of  the 
companies  owning  the  lines  operated.  Passenger  earning  were  $17,116,524  a 
idling  off  of  $5,779.82.  llie  earnings  from  freight  transportation  were 
$43,230,930,  being  $6,377,646  less  than  the  amount  last  year,  a decrease  of 
12.83  P®*"  The  total  net  debt  of  railway  companies  in  Ohio  is 

$161,247,086.  Total  increase  of  debt  $ 8,813,72a 
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THE  INSTITUTE  OF  BANKERS  IN  SCOTLAND. 

In  our  July  number  we  gave  some  account  of  this  new  en- 
terprise, its  object  and  progress.  Our  readers  are  indebted 
to  the  courtesy  of  its  Secretary,  Mr.  Andrew  William  Kerr,  of 
the  Royal  Bank  of  Scotland,  Edinburgh,  for  the  further  in- 
formation which  we  are  now  enabled  to  publish. 

The  objects  of  the  Institute  and  its  character  are  thus  set 
forth  in  the  opening  articles  of  the  Constitution. 

I.  The  name  of  the  Institute  shall  be  “The  Institute  of 
Bankers  in  Scotland.” 

II.  The  object  of  the  Institute  shall  be  to  improve  the 
qualifications  of  those  engaged  in  Banking,  and  to  raise  their 
status  and  infiuence. 

III.  This  object  shall  be  promoted  by  encouragement  and 
aid  offered  to  the  younger  gentlemen  connected  with  the  va- 
rious banks  in  the  prosecution  of  their  professional  studies, 
and  in  their  general  intellectual  improvement ; in  particular, 
by  Classes,  Lectures,  and  Bursaries  ; by  the  formation  of  Li- 
braries of  standard  Works  on  Finance  and  kindred  subjects ; 
by  Examinations  on  such  subjects  as  may  be  thought  suita- 
ble ; by  the  issuing  of  certificates  to  such  as  pass  the  Examin- 
ations ; and,  generally,  by  any  other  means  suited  to  attain 
the  aforementioned  object. 

IV.  The  Institute  shall  consist  of  member^  and  associates, 
who  shall  be  at  the  time  of  their  adihission,  or  shall  have 
been  formerly,  connected  with  the  banks  in  Scotland. 

V.  The  membership  Shall  be  composed  of — i.  Those  who 
have  been  elected  by  the  Provisional  Committee  at  the  form- 
ation of  the  Institute.  2.  Those  who  shall  have  passed  the 
higher  Examinations  to  be  appointed  by  the  Council,  having 
previously  passed  the  Examinations  prescribed  for  admission 
as  Associates,  or  been  admitted  as  Associates  in  terms  of 
Clause  VI,  § i and  3.  3.  Those  who,  on  account  of  their 
official  position  in  any  of  the  banks  or  their  attainments 
otherwise,  may  be  elected  by  the  Council,  without  Examina- 
tion, as  after  provided. 

VI.  The  Associates  shall  be:  i.  Those  who,  prior  to  ist 
June,  1878,  shall  apply  for  admission,  having  been  at  the 
date  of  their  application  ten  years  or  upwards  in  the  service 
of  any  of  the  banks.  2.  Those  who  shall  have  passed  such 
Examinations  as  may  be  appointed  by  the  Council.  3.  Those 
who,  having  taken  the  degree  of  M.A.  or  B.A.  at  any  Univer- 
sity in  the  United  Kingdom,  shall  make  application  for  ad- 
mission. 

VII.  The  Office-bearers  of  the  Institute  shall  be  a President, 
three  Vice-Presidents,  a Treasurer,  and  a Secretary,  who,  with 
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fifteen  other  members  of  the  Institute,  of  whom  at  least  one 
shall  be  connected  with  each  of  the  existing  Edinburgh  and 
Glasgow  Banks,  shall  form  a Council,  five  to  be  a quorum. 
The  Office-bearers  and  other  Members  of  Council  shall  be 
elected  at  the  Annual  General  Meeting  of  the  Institute,  and 
shall  be  eligible  for  re-election.  The  election  shall  be  by  bal- 
lot, subject  to  rules  to  be  laid  down  by  the  Council. 

The  First  Annual  General  Meeting  of  the  Institute  was  held 
in  the  Hall  of  the  Royal  Scottish  Society  of  Arts,  Edinburgh, 
on  Tuesday,  6th  June,  1876,  at  seven  o’clock  P.  M.,  Mr.  Gif- 
ford, third  Vice-President,  taking  the  Chair. 

The  Chairman,  having  read  several  letters  of  apology  for 
absence,  briefly  addressed  the  meeting.  The  minutes  of  the 
Inaugural  Meeting,  held  in  the  Bank  of  Scotland,  Edinburgh, 
on  6th  July,  1875,  were  then  read  and  approved.  The  Coun- 
cil’s Report  on  the  progress  of  the  Institute  (which  is  printed 
herewith)  was  read  by  the  Secretary.  The  report  was 
adopted,  and  ordered  to  be  printed  and  circulated  among 
the  Members  and  Associates. 

The  Treasurer  gave  in  his  report,  after  which  it  was  re- 
solved that,  in  accordance  with  the  provisions  of  Clause 
XVIII  of  the  Constitution,  subscriptions  be  levied  for  the  cur- 
rent financial  year  from  Members  and  Associates  resident  in 
Edinburgh  and  Glasgow,  at  i is.  and  5s.  respectively,  and 
from  those  residing  elsewhere,  at  half  these  rates  ; and  that 
a fee  of  2s.  6d.  be  charged  for  attendance  at  each  course  of 
Lectures  or  each  Class,  except  in  the  case  of  Members  whose 
subscriptions  shall  be  held  to  entitle  them  to  all  the  privileges 
of  the  Institute. 


Report  by  the  Council  of  the  Institute  of  Bankers  in  Scotland,  pre- 
sented to  and  adopted  by  the  First  Annual  General  Meeting  of  the  Institute, 
held  on  6th  June,  1876. 

The  prcmsal  to  found  an  Institute  of  Scottish  Bankers  was  first  made  in  De- 
cember, 1874,  and  a Provisional  Committee  having  been  appointed,  with  instruc- 
tions to  endeavor  to  carry  the  proposal  to  a successful  issue,  the  result  was  at- 
tained at  a meeting  held  in  the  l^k  of  Scotland,  Edinburgh,  on  the  evening 
of  the  6th  July,  1875,  when  the  Institute  was  formally  constituted,  and  the 
office-bearers  for  the  year  1875-6  were  appointed.  • 

One  of  the  principal  duties  of  the  Provisional  Committee  was  to  secure,  by 
co-operation  with  the  Banks  individually,  a body  of  gentlemen  who  should  form 
the  original  members  of  the  Institute.  The  number  invited  to  become  members 
was  241,  of  whom  178  accepted.  At  the  present  time,  the  membership  consists 
of  the  same  number,  four  of  the  original  members  having  died,  and  four  having 
been  since  elected.  The  Associates  originally  numbered  195,  and  213  having 
been  since  admitted  under  Clause  VI,  §1.  and  one  under  Clause  VI,  §3  of  the 
Constitution,  while  five  casualties  have  taken  place  (consisting  of  two  deaths, 
two  elections  to  membership,  and  one  resignation ) the  number  at  present  is  404. 
The  present  roll  of  Members  and  Associates  toge^er  thus  shows  the  very  satis- 
factory total  of  582. 

The  Council  have  the  pleasix^  duty  to  report,  that  the  Institute  has  received 
substantial  support  from  the  eight  &inks  in  Edinburgh  and  Glasgow,  without 
whose  cordial  assistance  the  scheme  could  not  have  been  success^ly  carried 
out  To  the  Managers  of  the  different  Banks  the  Institute  is  indebted  for  the 
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readiness  wth  which  they  gave  their  adhesion  to  the  proposal,  and  to  Mr.  Da- 
vidson particularly,  for  occupying  the  position  of  President,  and  in  that  capacity 
giving  valuable  advice. 

Inaugural  addresses  were  delivered  in  Edinburgh  and  Glasgow  by  Lord  Gifford 
and  Sheriff  Dickson  respectively.  The  attendance  on  these  occasions  was  so 
numerous  as  to  show  that  a widespread  interest  was  felt  in  the  Institute,  and 
the  addresses  were  listened  to  with  an  attention  that  testified  to  their  appropri- 
ateness and  excellence. 

The  general  design  conceived  by  the  originators  of  the  Institute  is  expressed 
in  the  allowing  words  contained  in  the  Constitution  : 

The  object  of  the  Institute  shall  be  to  improve  the  qucUificoHon  of  those  engaged 
in  Banhin^f  and  to  raise  their  status  and  influence. 

This  object  shall  be  promoted  by  encouragement  and  aid  ojfered  to  the  younger 
gentlemen  connected  with  the  Tfarious  Banks  in  the  prosecution  of  their  professioncU 
studies,  and  in  their  general  intellectual  improvement ; in  particular,  by  Classes, 
Lectures,  and  Bursaries  ; by  the  formation  of  Libraries  of  standard  works  on  Fi- 
nance and  kindred  subjects ; by  Examinations  on  such  subjects  as  may  be  thought 
suitable ; by  the  issuing  of  Certificates  to  such  as^pass  the  Examinations ; and,  gen- 
hy  any  other  means  suited  to  attain  the  aforementioned  object. 

These  means  to  attain  this  object,  with  the  exception  of  Bursaries,  for  which 
the  Council  is  not  yet  prepared  to  announce  arrangements,  have  b^n  kept  in 
view  in  both  Edinburgh  and  'Glasgow.  Classes,  Lectures,  and  Libraries  have 
been  inaugurated  and  the  amount  of  success  attending  the  efforts  of  the  Council 
has  been  sufficient  to  warrant  the  expectation  that  future  sessions  will  show  a 
large  attendance  at  the  Classes  and  I^tures.  That  the  Libraries  supply  a want 
felt  by  the  readers,  is  proved  by  the  extent  to  which  the  books  have  been  used, 
and  by  the  fact  that,  as  stated  by  one  of  the  Librarians,  books  are  got  on  loan 
which  the  borrowers  have  failed  to  get  from  other  sources.  The  Council  are 
desirous  that  the  Libraries  should  contain  every  book  of  any  value  bearing  upon 
Banking  and  kindred  subjects,  so  that  the  collections  may  thus  have  a definitely 
distinctive  character;  while  at  the  same  dme,  general  literature  shall  not  be  un- 
represented on  the  shelves. 

For  practical  purposes  the  Council  has  been  divided  into  two  local  Com- 
mittees,—one  for  Edinburgh  and  the  other  for  Glasgow. — each  having  powers 
delegated  to  it  by  the  General  Council  for  carrying  out  t^  purposes  of  the  In- 
stitute in  these  towns  respectively. 

Under  these  powers  the  following  provisions  were  made  in  Edinburgh  : 
ist.  A Course  of  Twelve  Lectures,  by  Professor  Hodgson,  of  the  University  of 
Edinburgh,  on  certain  branches  of  the  Science  of  Political  Economy. 
The  number  of  tickets  issued  was  177. 

2d.  A Course  of  Nine  Lectures,  by  Professor  Maepherson,*  of  Edinburgh  Uni- 
versity, on  Mercantile  Lavr — Law  of  Bills  and  kindred  subjects.  The 
tickets  issued  numbered  170. 

3d.  A Class  for  Algebra,  under  the  charge  of  Mr.  P.  R.  Scott  Lang.  The 
number  of  students  enrolled  was  87. 

4th.  A Class  for  Arithmetic  and  Book-keeping,  taught  by  Mr.  Fred.  Robson. 
The  numbers  enrolled  and  attending  closely  resembled  those  in  the 
Class  for  Algebra. 

5th.  A Library  of  312  Volumes  of  Professional  and  General  Literature.  The 
number  of  books  borrowed  has  been  (to  1st  May)  189,  the  number 
out  on  that  day  vras  53,  and  the  number  of  individual  borrowers  has 

• been  ^ 

6th.  A Reading-room  in  the  same  premises  as  the  Library,  supplied  with  a 
selection  of  Magazines,  Newspapers  and  other  Periodicals. 

The  Council  have  reason  to  be  gratified  with  the  attendance  at  the  Lec- 
tures and  classes,  and  are  therefore  encouraged  to  look  forward  with  confi- 
dence to  this  branch  of  the  work  of  the  Institute  in  the  future. 

Reports  by  the  Lecturers  and  Teachers  upon  the  work  of  the  session,  and 
its  results  in  their  respective  classes,  have  been  obtained  ; and  the  Council 
have  to  thank  these  gentlemen  for  many  suggestions  made  for  future  guidance, 
which  will  receive  careful  consideration. 
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The  Reading-room  in  Edinburgh  has  not  met  with  the  support  that  was 
hoped  for.  To  the  few  who  avail  themselves  of  the  advantages  offered  by  it, 
it  is  no  doubt  a useful  section  of  the  Institute  ; but,  up  to  the  present  time, 
it  cannot  be  regarded  as  successful  if  judged  of  by  the  number  attending. 
An  explanation  of  the  failure  to  attract  readers  to  the  room  may  possibly  ^ 
found  in  the  fact  that  Edinburgh  possesses  in  the  Philosophical  Institute  an 
establishment  which,  from  its  central  position  and  popular  management,  pre- 
sents peculiar  inducements  to  many  to  read  there  rather  than  elsewhere.  If 
this  be  so,  the  Council  are,  of  course,  powerless  ; but  they  will  be  glad  to 
receive  and  consider  any  suggestions  made  with  a view  to  make  the  room 
more  attractive. 

In  Gla^w,  the  arrangements  made  were  similar  to  those  in  Edinburgh. 

The  objects  and  claims  of  the  Institute  were  first  formally  brought  under 
the  notice  of  the  Banking  community  of  Glasgow,  at  a meeting  held  in  the 
summer  of  1875,  which  a deputation  from  Edinburgh  attended.  The  re- 
sult was  very  satisfactory ; ancl  an  interest  in  the  Institute  was  awakened 
which,  up  to  the  present  time,  has  been  steadily  maintained. 

Two  courses  of  Lectures  were  delivered,  each  six  in  number  : 
isL  By  Professor  Edward  Caird,  on  the  Principles  of  Political  Economy,  as 
seen  in  the  processes  of  Production  and  Distribution,  and  in  the  use 
of  the  precious  metals. 

2d.  By  Professor  Berry,  on  Law,  as  more  immediately  applicable  to  certain 
Banking  Forms  and  Practices, 

Classes  for  Euclid  and  Algebra,  and  for  Arithmetic  and  Book-keeping,  were 
conducted  by  Mr.  William  Ness,  Teacher  of  Mathematics  in  the  Glasgow 
Academy. 

The  number  who  took  out  tickets  for  the  lectures  reached  the  large  total 
of  532,  and  the  number  of  entrants  to  the  classes  was  166 ; and  the  attend- 
ance throughout  the  session  was  in  satisfactory  proportion. 

The  Library  in  Glasgow  contains  324  volumes ; the  number  of  books  bor- 
rowed up  to  a very  recent  date  was  401  ; and  these  were  taken  by  180 
members,  and  the  number  of  books  out  at  the  same  date  was  84.  In  this 
department  of  the  Institute,  therefore,  the  success  has  been  as  marked  in 
Glasgow  as  in  Edinburgh. 

The  Reading-room  has  been  fairly  successful,  the  present  average  attendance 
daily  being  about  45.  This  may  probably  be  regarded  as  the  number  that 
will  be  maintained,  as  the  novelty  which  attracted  a larger  number  at  first 
has  now  worn  off.  The  leading  Reviews,  Magazines,  Weekly  and  Daily 
Newspapers,  have  been  supplied  in  comfortable  quarters,  which,  fortunately 
for  the  Institute,  are  occupied  rent  free,  through  the  kindness  of  the  Banks. 

Examinations  have  recently  been  conducted  for  admission  to  the  Institute 
of  those  applying  to  become  Members  m Associates,  The  number  of  candi- 
dates was  52,  and  the  papers  submitted  are  in  the  hands  of  the  Examiners. 

Note. — After  the  bnsiness  of  the  meeting  was  concluded,  the  Chairman 
stated  that  the  Council  contemplated  the  extension  of  the  benefits  of  the 
Institute  to  the  employes  in  the  Country  Branches.  This  might  be  begun  by 
arranging  for  the  supply  of  books  upon  Banking  and  kindred  subjects,  the 
books  to  be  the  property  of  the  Institute,  and  kept  as  such,  with  the  per- 
mission of  the  Banks,  in  one  or  other  of  the  offices  in  the  towns  to  which 
the  books  migot  be  sent.  The  Council  believes  that  many  would  avail 
themselves  of  the  opportunities  thus  afforded  for  increasing  their  professional 
knowledge  and  usefiuness,  and  the  result  would  probably  be  that  the  Insti- 
tute being  thus  brought  under  practical  observation  in  places  where  it  is  at 
present  known  only  m name,  an  interest  would  be  excited  which  might  lead 
to  other  and  different  methods  being  used  for  the  further  extension  of  its  in- 
fluence and  benefits. 
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THE  BANK  CLERKS’  ASSOCIATION  OF  MISSOURI. 

FIFTH  ANNUAL  REPORT. 

The  fifth  annual  meeting  of  this  Association  was  held  at 
the  Washington  University  Hall,  St.  Louis,  on  Monday  even- 
ing, May  22,  1876.  The  report  of  the  Board  of  Manage- 
ment was  presented,  and  the  election  of  officers,  directors 
and  trustees  for  the  ensuing  year  was  held.  An  eloquent 
address  was  delivered  by  Mr.  E.  H.  Pullen,  representing 
the  New  York  Association,  who  had  been  specially  invited 
for  this  purpose.  We  regret  that  our  space  does  not  permit 
the  publication  of  this  spirited  appeal  to  the  highest  aims 
of  those  who  are  the  juniors  of  their  profession  to-day,  but 
among  whom  may  be  its  leaders  in  the  future.  We  place 
on  record  the  following  abstract  of  the  Annual  Report  of 
the  Board  of  Management,  presented  by  the  President,  Mr. 
Wm.  C.  Little. 

In  submitting  this  Fifth  Annual  Report  of  the  management  of  the  affairs 
of  the  Association,  a brief  sketch  of  the  progress  with  which  we  have  met 
since  the  organization  of  the  Association,  may  not  be  out  of  place,  and  may 
prove  of  interest  to  the  members ; and  will  serve,  also,  as  the  best  method  of 
comparing  the  present  report  with  those  of  former  years,  which,  as  will  be 
noticed,  is  decidedly  favorable. 

Organized  on  the  evening  of  May  loth,  1871,  a few  faithful  advocates  fore- 
seeing the  advanta^s  and  Mnefits  that  would  undoubtedly  result  from  such  an 
association,  “put  their  shoulders  to  the  wheel,”  and  by  dint  of  unusual  exer- 
tion and  unselfish  interest  in  its  progress,  succeeded,  during  the  first  year,  in 
acquiring  a membership  of  one  hundred  and  sixteen,  with  a balance  in  the 
hands  of  the  Treasurer  of  $672.10.  At  the  end  of  the  second  year  the 
membership  had  been  increased  to  one  hundred  and  fifty-nine,  with  a balance 
in  the  treasury  of  $1,225.19;  at  the  end  of  the  third  year  the  membership 
stood  one  hundred  and  sixty-two,  wnth  a balance  on  hand  of  $ 1,798.30 ; and, 
according  to  the  last  annual  report — which  was  the  condition  of  the  Associa- 
tion at  the  time  the  present  Board  took  charge  of  its  management — the  list  of 
active  members  numbered  one  hundred  and  sixty-eight,  with  a balance  in  the 
treasury  of  $2,807.75.  As  a result  of  the  work  of  the  year  now  drawing  to  a 
close,  it  will  be  seen  from  the  appended  report  of  the  Corresponding  Secretary, 
that  twenty-five  new  members  nave  been  admitted ; while  we  have  lost  by 
death,  four ; by  resignation,  four ; and  dropped  from  the  rolls  for  not  conform- 
ing to  the  constitution,  ten — leaving  a present  membership  in  good  standing,  of 
one  hundred  and  seventy-five,  an  actual  increase  over  last  year  of  seven,  mak- 
ing the  largest  increase  in  membership  since  that  of  the  second  year. 

While  we  are  gratified  to  note  the  steady  and  undoubtedly  healthy  growth 
of  the  Association,  we  can  but  acknowledge  that  it  is  far  from  what  it  should 
be ; and  we  also  know  that  it  is  far  from  what  it  could  be,  were  the  indi- 
vidual members  to  evince  a more  active  interest,  and  arouse  themselves  to 
the  fact  that  every  new  member  tends  to  swell  the  funds  in  the  treasury, 
and  also  increases  the  benefit,  in  case  of  death,  to  the  extent  of  $2. 

In  this  city  alone,  the  number  of  persons  eligible  to  membership  (includ- 
ing bank  directors)  will  reach  nearly  one  thousand,  besides  the  large  number 
of  bankers  and  b^k  employes  throughout  the  State ; and  if  every  individual 
member  could  only  be  imbued  with  the  feeling  that  he  is  personally  responsible 
for  the  success  of  the  Association,  with  an  united  effort  from  each  and  all. 
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the  membership  could  be  easily  increased  to  five  hundred ; and  then  we  woiild 
have  an  Association  of  which  we  could  justlv  feel  proud,  and  one  that  would 
take  its  place  among  the  institutions  of  the  land,  for  doing  good  and  reliev- 
ing the  sufferings  of  fellow  man. 

Finances. — Our  treasury  is  still  in  a flourishing  condition,  and,  in  keeping 
with  other  affairs  of  the  Association,  has  been  greatly  improved.  The  increase 
has  not  been  quite  so  large,  however,  as  that  of  last  year,  which  is  accoimted 
for  by  reason  of  the  increased  benefits  that  have  been  voted  to  the  families 
of  deceased  members. 

The  accompanying  report  of  the  Recording  Secretary  shows  the  total  re- 
ceipts, from  all  sources,  to  have  been  $ 1,932.97,  while  there  has  been  paid 
out,  on  account  of  the  death  of  members,  $1,100,  and  for  expenses,  $224.20, 
leaving  a balance  in  the  treasury  of  $3»4i6.52,  an  increase  over  last  year  of 
^608.77. 

We  regret  exceedingly  to  be  obliged  to  make  the  same  old  stereotyped  report 
in  regard  to  the 

Permanent  Fund. — The  trustees  are  still  burdened  with  the  orignal  $ loi 
donated  to  the  Association  some  years  ago,  and  that  only.  It  is  to  be  re- 
gretted that  the  bonks  do  not  take  more  interest  in  the  matter.  * ♦ ♦ ♦ 

Deceased  Members. — It  becomes  our  sad  duty  to  report  that  we  have  lost 
by  death  during  the  year  four  members.  Mr.  Edward  Leavy,  one  of  our  first 
members,  and  who  served  during  one  term  as  a member  of  the  Board  of  Man- 
a^ment,  was  accidentally  thrown  from  a buggy  June  12th,  1875, 
effects  of  which  he  died  June  l6th.  Mr.  Benjamin  W.  Darby,  who  served  us 
faithfully  as  Corresponding  Secretary  for  nearly  two  years,  died  of  a severe 
hemorrh^e  January  26th,  1876.  Mr.  C.  D.  Affleck,  the  first  Treasurer  of  the 
Association,  drowned  April  29th,  1876 ; and  Mr.  George  D.  Barklage,  one  of 
the  chief  originators  of  the  Association,  for  two  years  its  Recording  Secretary, 
and  afterwards  elected  Vice-President,  died  May  16th,  1876,  of  consumption, 
after  a long  and  tedious  illness.  In  every  case  a meeting  of  the  Association 
was  promptly  called  and  the  usual  action  taken  of  passing  resolutions,  appoint- 
ing committees,  etc.,  etc. 

The  Lecture  Course.  ♦ ♦ ♦ * Notwithstanding  the  many  benefits  that 
were  derived,  we  cannot  conscientiously  recommend  a continuance  of  the  lec- 
tures ; for  while  it  proved  a success  this  time,  it  was  accomplished  only  by  the 
hardest  work  and  closest  attention ; and  we  do  not  consider  that  the  largest 
amount  of  benefit  that  could  possibly  be  obtained  would  justify  the  labor  and 
risk  that  is  necessarily  involved  in  it. 

Permanent  Rooms. — One  of  the  most  important  matters  for  consideration  at 
present,  and  one  that  will  undoubtedly  benefit  the  Association  very  materially, 
IS  that  of  ^^permamni  rooms''  or  hall,  for  the  use  of  the  Association — a place 
that  will  be  open  at  all  times  to  the  members,  and  so  arranged  that  it  can  be 
used  also  for  meetings  of  the  Association  and  Board  of  Management.  The  re- 
sult will  be,  more  freouent  meetings  and  a larger  attendance ; consequently, 
more  work  accomplisheo,  and  the  Association  be  better  prepared  to  cany  out 
the  objects  for  which  it  was  established.  The  present  Board  have  been  making 
strenuous  efforts  of  late  to  secure  such  a place,  but  have  not  fully  succeeded  as 
yet  We  sincerely  hope  that  our  successors  in  office  will  give  the  matter  their 
immediate  attention,  and  that  their  efforts  mav  be  crowned  with  success. 

During  the  year  a **  Book  of  Applications”  has  been  established,  in  which 
the  names  of  members  who  are  out  of  eim>lo)rment  are  enrolled.  The  book  has 
been  placed  with  our  Treasurer,  Mr.  O.  F Owen,  at  Third  National  Bank,  as 
the  most  central  location,  and  more  accessible  for  members  and  bankers  who 
may  desire  to  make  use  of  it.  In  addition  to  this,  as  soon  as  the  officers  are 
notified  that  a member  has  lost  his  situation,  the  ^cretary  at  once  notifies  every 
bank  officer  and  banker  in  the  city  of  the  fact,  giving  the  name  of  the  member, 
former  position,  references,  etc.  In  this  manner  go<^  positions  have  been  se- 
cured for  sevei^  members,  and  as  the  system  becomes  known,  we  hope  to  ac- 
complish greater  results  in  this  direction. 

Recommendations. — Several  complicated  questions  have  arisen  during  the 
year,  and,  under  the  present  constitution,  the  Board  have  found  it  difficult  at 
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times  to  arrive  at  a satisfactory  conclusion.  Therefore  it  is  recommended  that  a 
committee  be  appointed  at  once  to  revise  the  constitution,  and  report  at  a special 
meeting  to  be  called  for  that  pu^ose,  as  soon  practicable.  It  is  also  recom- 
mended that  an  attorney  be  appointed  for  the  use  of  the  Association,  to  assist 
the  Board  upon  any  legal  points  that  may  arise. 

CORRESPONDING  SECRETARY’S  REPORT. 

Number  of  active  members  at  last  report,  1 68  ; new  members  since  admitted, 
25  ; — 193  ; deaths,  4 ; dropped  from  rolls,  10 ; resigned,  4 ; — 18  ; present  num- 
ber, 175;  honorary  members,  4;  total  number  of  members  at  this  date,  179. 

C.  S.  Jones,  Cor,  Sec, 

RECORDING  SECRETARY’S  REPORT. 

Assets,  May,  1876,  $2,908.75;  initiation  fees,  $55.00;  monthly  dues, 
$1,022.00;  interest,  $185.97;  assessments,  $ 6^0.00;  honorary  members, 
$20.00;—$  1,932.97;=^  41841-72.  ' 

Death  payments,  $1,100.00;  expenses,  $ 224.20  ;—$  1,324.20. 

Balance  with  trustees,  $101,00;  loanee  with  treasurer,  $3,416.52; — 
$3,517.52  ;=$  4,841. 72.  F.  W.  Risque,  Rec.  Sec, 

The  following  gentlemen  were  electecl  officers  for  1876,  constituting  the  Board 
of  Management.  Presidefti,  William  C.  Little ; Vice-President,  H.  B.  Alexander  ; 
Recording  Secretary,  C.  D.  Ketchum ; Corresponding  Secretasy,  C,  S.  Jones ; 
Treasurer,  O.  E.  Owen ; Directors,  P.  F.  Keleher,  W.  W.  Hell,  J.  R.  Loker, 
W.  K.  P.  Wilson,  F.  W.  Risque,  H.  J.  Braun,  K D.  Garesche,  E.  P.  Curtis, 
Charles  Krieger,  C.  C.  Crecelius,  T.  B.  Moore,  C.  R.  Goodin  ; Trustees,  Henry 
Overstolz,  William  Shields,  T.  J.  Bartholow,  Jno.  H.  McCluney,  T.  A.  Stoddart- 


THE  LIABILITY  OF  COLLECTING  BANKS. 

Two  decisions  have  recently  been  rendered  in  the  United  States  District 
Court  for  the  Northern  District  of  Illinois,  which  are  of  marked  importance  to 
bankers  in  general.  In  one  of  them,  {Hyde  v.  First  National  Bank  of  Lacon,) 
it  is  held  that  a bank  accepting  commercial  paper  for  collection,  contracts  to 
perform  all  the  acts  necessary  for  its  collection ; the  agents  employed  therefor 
by  such  bank  are  its  agents  and  not  the  agents  of  the  owmer  of  the  note  ; and 
that  the  liability  of  the  bank  to  pay  over  the  money  collected  attaches  as  soon 
as  the  money  is  paid,  either  to  it  or  to  a sub-agent  selected  by  such  bank  to 
collect  for  it 

Among  the  points  mentioned  in  the  other  case  {Essex  County  National  Bank 
V.  Bank  of  Montreal)  are,  that  a bank  upon  which  a check  is  drawn,  is  liable 
before  acceptance  only  to  the  drawer,  and  cannot  be  made  liable  to  the  holder 
except  by  its  own  consent.  That  if  a bank  receiving  a check  for  collection 
accepts  a certiheation  of  it  instead  of  requiring  immediate  payment,  this  creates 
between  the  parties  such  a new  relation  as  to  discharge  the  drawer,  and  renders 
the  collecting  bank  liable  for  any  loss  arising  to  the  holder  from  the  failure  of 
the  bank  upon  which  the  check  was  drawn.  We  give  below  the  opinions  of 
Judge  Hopkins,  in  each  of  the  cases  in  full. 

Albert  G.  Hyde  et  al.  v.  The  First  National  Bank  of  Lacon. 

This  action  was  brought  to  recover  of  defendant  a certain  sum  of  money, 
charged  to  have  been  collected  by  defendant  for  plaintiffs,  of  John  Hutchins. 
Plea,  general  issue.  It  was  tried,  by  stipulation,  by  court 

The  evidence  showed  that  John  Hutchins,  of  Lacon,  in  this  State,  gave  his 
note  to  the  plaintiffs,  residents  of  New  York  city,  for  $407.63,  on  the  15th  day 
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of  September,  1874,  payable  in  four  months,  at  the  First  National  Bank  of 
L^acon,  the  defendant.  The  plaintiffs  indorsed  the  note  to  the  order  of  A. 
West,  Esq.,  cashier,  for  collection  for  their  own  account  West  then  indorsed 
it  to  the  defendant  for  collection  for  Cook  County  National  Bank.  Mr.  West 
was  the  cashier  of  the  (’00k  County  National  Hank,  and  sent  the  note  in  letter 
to  defendant,  on  the  iith  day  of  January,  1875  with  instructions  “to  collect 
and  credit”  The  defendants  kept  an  account  with  the  Cook  County  Bank,  and 
then  had  a considerable  sum  in  that  bank.  The  note  was  paid  to  defendant  on 
the  i8th  of  January,  1875,  and  credited  to  the  Cook  County  Bank,  as  other  col- 
lections in  the  usual  course  of  business.  The  defendant  remitted,  on  that  day, 
to  the  Cook  County  Bank,  more  money  than  his  collection  amounted  to,  and 
had  at  that  time,  a large  balance  due  it  from  that  bank. 

The  Cook  County  B^k  failed  on  the  19th  January,  but  the  defendants  had 
no  knowledge  of  its  failure  or  embarrassment  until  about  noon  on  the  19th. 

The  testimony  also  showed  that  custom  between  that  bank  and  defendant,  and 
also  between  the  other  Chicago  banks  and  their  country  correspondents,  was  to 
make  collections  of  notes  sent  there  for  that  purpose,  and  credit  the  proceeds  to 
the  bank  transmitting  them.  That  no  account  was  kept  with  any  other  person  of 
such  paper  sent  for  collection,  and  that  this  custom  prevailed  as  well  when  the 
paper  was  indorsed  to  the  bank  sending  for  collection  on  account  of  their  own, 
as  when  indorsed  generally,  and  accounts  of  all  such  transactions,  in  all  cases, 
were  kept  in  the  same  way. 

These  are  the  substantial  facts,  and  the  law  applicable  as  now  settled  by  the 
Supreme  Court  of  the  United  States,  may  be  stated  as  follows  : that  when  an 
owner  of  commercial  paper  sends  it  to,  and  it  is  accepted  by,  a bank  for  collec- 
tion, whether  payable  at  the  place  where  such  bank  is  located,  or  elsewhere, 
in  the  absence  of  any  contract  to  the  contraiy,  there  is  an  implied  agreement 
with  such  bank  arising  from  the  acceptance  of  the  employment,  that  it  will  per- 
form all  the  acts  necessary  for  the  collection,  and  if  not  paid,  of  charging  the 
parties  thereto.  It  is  not  regarded  as  the  appointment  of  the  bank  as  the  at- 
torney of  the  owner  of  the  paper,  authorized  to  select  other  agents  suitable  and 
competent  for  the  purpose  of  collecting  the  note,  but  on  the  contrary  “its  posi- 
tion is  that  of  an  independent  contractor,  and  that  the  instruments  employed  by 
such  bank  in  the  business  contemplated,  are  its  agents  and  not  the  agents  of 
the  owner  of  the  note.”  That  its  duty  is  not  discharged  when  it  selects  respon- 
sible agents  to  perform  the  duty  entrusted  to  it  That  the  owner  of  the  paper 
is  not  to  look  to  the  responsibility  of  the  agents  entrusted  by  the  bank  with  his 
collections.  That  the  bank  to  which  he  commits  the  paper  is  alone  answerable 
to  him  for  the  performance  of  all  acts  necessary  to  secure  his  rights,  including 
the  payment  of  the  money  when  collected.  47  N.  Y. , Ayrault  r.  Pacific  Bank, 
5yo.  And  that  the  liability  to  pay  over  attaches  as  soon  as  the  money  is  paid, 
either  to  it,  or  a sub-agent  selected  by  said  bonk  to  collect  for  it 

This  being  so,  it  follows  that  the  owner  is  to  look  to  his  immediate  contrac- 
tor, and  has  no  remedy  against  the  under  contractor  or  agent  employed  by  the 
ba^  That  such  agents  or  contractors  have  no  privity  of  control  with  the  owner, 
and  are  not  liable  to  him,  but  are  only  liable  to  the  party  immediately  employ- 
ing them.  In  short,  that  the  sub-agent  employed  by  the  bank,  owes  no  duty 
to  the  party  who  deposited  the  paper  for  collection  with  his  principal,  and 
hence  is  not  responsible  to  him  for  any  damages.  This,  I understand  to  be  the 
effect  and  meaning  of  the  late  decision  of  the  Supreme  Court  of  the  United 
States  in  the  case  of  Hoover,  Assignee,  v.  Wiese,  8 Ch,  L.  N.,  193. 

Although  prior  to  that  decision  I had  considered  the  weight  of  authority 
was  in  favor  of  the  owner’s  having  a right  of  action  against  the  party  who  ac- 
tually collected  the  money  upon  the  note,  a secondary  agent,  unless  he  had  paid 
it  before  notice  of  the  owner’s  claim,  or  had  made  advancement  upon  the  paper 
to  the  party  from  whom  he  received  it  in  such  way  as  to  enable  him  to  hold 
the  proce^^  on  the  ground  that  he  was  a dtma  fide  holder  of  the  paper  for 
value. 

Bur  this  decision,  by  declaring  that  a secondary  agent  is  not  liable  at  all  to 
the  owner,  completely  overthrows  the  theory  upon  which  such  supposed  liability 
was  based,  and  excludes  the  consideration  of  the  question  of  the  rights  of  such 
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agent,  as  against  his  immediate  principal,  and  renders  immaterial  the  question 
as  to  whether  he  knew  the  bank  employing  him  was  the  owner  of  the  paper  or 
not,  for  not  being  answerable  to  the  owner  in  any  case,  without  some  arrange- 
ment changing  the  implied  contract,  arising  from  the  said  employment  to  collect, 
it  is  unimportant  to  the  owner  to  inquire  what  right  such  agent  may  have 
against  his  employers. 

lu  the  case  of  McBride  v.  The  Farmers*  Bank,  26  N.  Y.,  450,  a recovery 
was  had  against  the  secondary  agent,  which,  at  first,  seems  to  be  in  conflict  with 
the  earlier  New  York  cases  cited,  and  followed  in  the  opinion  of  the  U.  S.  Su- 
preme Court  above  mentioned.  But  on  examining  that  case  carefully,  it  appears 
that  the  bank  ^ve  an  order  to  the  owner  of  the  paper,  or  its  agent,  for  the 
notes,  before  the  payment  of  the  notes,  and  that  he  demanded  them  of  the 
agent  before  payment,  and  that  the  failure  of  the  bank  was  de/ore  payment, 
which  distin^ishes  it  from  the  case  cited,  and  from  this  also  ; for  here  the  money 
was  collected  by  the  defendant  before  the  Cook  County  Bank  failed,  and  was  by 
this  defendant  passed  to  the  credit  of  that  bank,  the  day  before  the  failure,  so 
that  the  Cook  County  Bank’s  liability  to  the  plaintiff  for  the  money  attached  be- 
fore its  failure,  which  brings  the  case,  in  my  judgment,  clearly  within  the  doc- 
trine of  Hoover,  assignee,  v,  Wiese,  supra. 

It  is  difficult  to  reconcile  this  decision  with  that  of  Dickenson  v,  Waron,  47 
N.  Y.,  439,  and  Sweeney  v.  Eaton,  i Wallace.  166.  But  it  is  not  for  me  to 
reconcile  these  cases  ; the  case  of  Hoover  v.  Weise  being  the  latest  expression 
on  that  subject,  it  must  be  regarded  as  the  law  by  this  court 

The  defendant  is  therefore,  entitled  to  a judgment 

Essex  County  National  Bank  v.  The  Bank  of  Montreal. 

This  is  an  action  to  charge  the  defendant  with  the  amount  of  a check 
transmitted  to  it  for  collection  under  the  following  circumstances : 

P.  Becker  & Co.,  of  Chicago,  on  the  3d  day  of  August,  1875,  sent  their 
check  on  the  State  Street  Savings  Bank  to  T.  B.  Peddie  & Co.,  of  New  York, 
for  $ 856. 37.  It  was  indorsed  by  the  payees  to  the  plaintiffs,  and  by  the  plain- 
tiffs was  indorsed  to  the  German- American  Bank,  New  York,  for  collec- 
tion, and  by  that  bank  in  the  usual  course  of  business  was  indorsed  to 
the  Bank  of  Montreal,  of  Chicago,  the  defendant,  for  collection.  It 

belonged  to  the  plaintiff  in  this  case,  but,  the  plaintiff  having  no  corres- 
pondent or  agent  in  Chicago,  it  employ^  the  German- American  Bank  to  col- 
lect it,  and  that  bank  employed  the  defendant  according  to  usage  among  banks 
located  at  different  points.  The  Bank  of  Montreal  received  the  check  about 
II  o’clock  on  the  morning  of  the  9th  of  August,  and  soon  thereafter  sent  it 
by  its  messenger  to  the  State  Street  Savings  Bank  for  payment.  The  mes- 
senger presented  it  at  the  counter  to  the  teller,  who  informed  him  that  the 
cashier  was  not  then  in,  and  that  he  could  not  pay  it  in  his  absence.  The 
messenger  took  the  check  away,  and  later  in  the  day  called  again  with  it 
and  presented  it  to  the  same  party  again,  and  he  made  the  same  reply  that 
the  cashier  was  out,  and  he  could  not  pay  it  until  he  came  in.  The  messen- 
ger then  asked  the  teller  to  certify  it,  which  he  did  in  the  usual  mode  of  cer- 
tifying checks  by  that  institution,  and  theret^n  the  messenger  took  the  check 
away  with  him.  The  teller,  when  he  certified  the  check,  charged  the  amount 
of  it  up  to  the  drawer’s  account,  which  then  exceeded  the  amoimt  of  the 
check,  and  credited  certificate  account  with  amount  of  the  same.  The 
defendant  also  sent  the  check  for  payment  on  the  next  day  at  about  li 
o’clock,  and  it  was  not  paid  because  the  bank  had  not  the  funds  to  pay 
it  The  bank  kept  its  doors  open  during  all  of  the  loth  of  Augnst,  but  had 
not  the  funds  to  pay  the  check,  and  failed  to  open  after  that  day.  The  tes- 
timony is  not  very  clear  as  to  whether  the  bank  had  currency  enough  on  the 
pth  to  pay  the  check,  if  payment  had  been  insisted  upon,  but  as  this  point 
IS  not  material  in  the  view  I have  taken  of  the  law  of  this  ca.se,  I shall  not 
stop  to  settle  it ; when  it  was  presented  after  certification  it  was*  not  paid 
because  the  bank  was  insolvent. 

The  defendants  had  the  check  to  collect.  It  was  transmitted  to  them  for 
that  purpose,  and  their  duty  as  collecting  agents  was  to  present  and  demand 
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payment  within  the  time  prescribed  by  law,  and,  if  not  paid,  notify  the  prop- 
er parties  of  its  dishonor.  If  that  had  been  done,  the  rights  and  remedies 
of  all  parties  liable  upon  it,  when  it  came  into  their  l^ds,  would  have 
remain^  intact.  If  loss  occurs  by  the  acts  or  omissions  of  the  party  thus  assum- 
ing the  duty  of  collection  it  should  fall  upon  the  delinquent  agent,  not  upon 
the  absent  overseer. 

The  State  Street  Savings  Bank  was  not  liable  to  the  holder  of  the  check 
without  acceptance.  It  was  liable  before  acceptance  only  to  the  drawer.  6 
N.  Y.  R.,  Chapman  v.  White,  412.  It  could  not  be  made  liable  to  the 
holder  of  the  check  except  by  its  own  consent  It  had  the  funds  of  the  draw* 
ers,  and  according  to  the  usual  course  of  dealing  with  its  customers  was 
under  obligation  to  pay  on  demand  all  checks  drawn  upon  it  by  them,  but  a 
refusal  to  do  so  would  not  give  the  holder  of  the  check  the  right  to  sue  the 
bank.  The  drawer  in  such  case  would  be  liable,  and  he  could  sue  the  bank 
immediately,  without  redeeming  the  check,  and  the  bank  would  be  liable  for 
damages  for  its  refusal  to  perform  its  undertaking  with  him  as  depositor.  10 
Wallace,  Merchants’  Bank  v.  State  Bank,  604-605  Id.;  Bank  Republic 
V,  Millard,  152. 

This  being  the  law,  the  duty  of  the  defendant  upon  receipt  of  the  check 
for  collection  was  plain,  it  was  to  present  it  for  payment,  and  only  for 
payment  This  it  did  at  first,  and  if  it  had  stopped  then  there  would  have 
be^  no  liability  upon  it.  But  it  did  not ; it  went  farther  ; it  asked  for  and 
received  the  certification  of  the  bank  upon  the  check.  By  this  act  a new 
relation  was  created  between  the  parties.  The  amoimt  the  check  called  for 
was  withdrawn  from  the  drawer’s  account  and  control,  and  thereafter  they  had 
no  right  of  action  for  it  against  the  bank.  The  technical  operation  of  the 
transaction  was  a transfer  to  the  holder  of  the  check  of  the  drawers’  funds 
and  right  of  action  against  the  bank.  It  superseded  the  previous  rights 
and  obligations  of  the  parties,  particularly  of  the  drawers. 

Before  that  the  drawers  could  have  stopped  payment  of  the  check  or  with- 
drawn the  funds  by  other  checks.  After  the  certification  they  had  no  con- 
trol over  the  funds  or  action  of  the  bank  in  reference  to  it,  nor  any  right  to 
sue  the  bank  for  it.  Nor  did  the  bank  owe  them  any  duty  in  relation  to  it 
It  no  longer  possessed  the  character  of  a check.  If  the  drawers  had  taken  it 
up  before  its  certification  it  would  have  been  useless,  but  after  that  they  could 
only  get  the  money  by  surrendering  it.  It  resembles,  after  certification,  more 
a certificate  of  deposit  than  a check.  Now,  what  was  the  effect  upon  the 
legal  rights  and  liability  of  the  drawers?  Did  it  not  discharge  them  from  all 
further  liability  upon  the  check,  and  if  such  should  be  found  to  be  the  conse- 
quence, does  it  not  follow  that  the  defendants  are  liable  to  the  owners  for  the 
amount?  If  they  have  by  their  acts  released  the  responsible  drawers  whereby 
the  instrument  is  made  worthless,  why  shall  they  not  make  good  the  loss? 

In  Smith  v.  Millard,  43  N.  Y.  R,y  176,  it  is  said  that  presenting  a check 
for  payment  and  accepting  a certificate  as  good  is  equivalent  to  payment  In 
Morse  on  Bankings  p.  282,  it  is  laid  down  that,  if  the  holder  chooses  to  accept 
the  bank’s  certification,  no  matter  to  suit  whose  convenience,  there  c&n  be 
but  one  result  The  promise  of  the  bank  on  the  drawer’s  account,  accepted  as 
satisfactory  by  the  creditor,  discharges  the  debtor,  and  by  the  same  action 
deprives  him  of  all  further  concern  in  the  premises.  The  bank  no  longer 
owes  him  any  duty  which  he  can  enforce,  or  tor  the  breach  of  which  he  can 
sue.  If  this  is  the  result  of  the  act  of  the  defendant  in  accepting  the  certifica- 
tion of  the  check,  it  would  seem  too  clear  for  discussion  that  the  defendant 
had  incurred  a liability  to  pay  the  amount  of  it  to  its  principal.  The  drawers 
being  released  by  the  certification,  and  the  bank  being  unable  to  pay,  it  fol- 
lows irresistibly  that  the  plaintiff  is  entitled  to  recover  of  the  party  releasing 
the  drawers,,  whereby  the  amount  of  the  check  is  lost  to  them. 

It  was  claimed  on  the  part  of  the  defendant  on  the  trial  that  the  plaintiff 
must  show  some  damages  by  the  act.  If  the  act  released  a responsible  party 
that  would  be  damage  enough.  But  the  law  presumes  damages  from  the  neg- 
ligence or  unauthori^d  act  of  a collecting  agent  of  commercial  paper  whereby 
any  party  to  it  is  released  or  not  charged — 17  Wend.  Commercial  Bank  of 
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Albany  v.  Hughs,  94.  And  if  this  presumption  is  not  conclusive,  but  liable  to 
be  overthrown  by  proof  to  the  contrary,  it  is  the  duty  of  the  party  at  fault 
to  show  clearly  that  no  damages  did  result  to  the  holder  of  the  paper  from 
their  negligence,  w’hich  in  this  case  the  defendant  did  not  do.  It  did  not 

clearly  show  that  the  check  would  not  have  been  pai(f  on  the  9th  of  August 
if  payment  had  been  insisted  upon.  I think  the  only  safe  and  maintainable 
doctrine  in  this  case  is  that  the  defendant  assumed  the  risk  of  p>ayment  by  the 
bank  when  it  accepted  the  certification,  and  if  the  bank  did  not  pay  then 
they  must.  In  laying  down  this  rule  I assume  that  the  certificate  operated 
as  a release  or  payment  as  to  the  drawers,  and  that  they  were  no  longer  liable 
upon  the  paper.  This  release  I regard  as  the  pivotal  point  in  thb  case,  and 
upon  that  point  I am  not  forced  to  relv  upon  my  own  judgment.  I find  the 
precise  question  has  been  decided  by  the  Court  of  Appeals  of  New  York  in 
the  case  of  the  First  National  Bank  of  Jersey  C’ity  v,  Leach,  52  New  York, 

350.  That  was  an  action  on  a check  drawn  by  defendant  on  the  21st  of 

November,  1871,  on  the  Ocean  National  Bank,  payable  December  12,  1871. 

The  bank,  the  plaintiff  in  that  case,  discounted  it  for  the  payee,  and  at  ii 

o’clock  A.  M.  on  the  12th  day  of  December,  they  presented  it  to  the  Ocean 
Bank  and  got  it  certified  as  good.  The  drawer  then  had  an  account  there 
sufficient  to  pay  it,  which  was  on  the  certification  charged  up  to  him  on  the 
Ocean  Bank  books.  Within  an  hour  after  that  the  Ocean  Bank  suspended. 
The  check  was  again  presented  on  that  day  for  payment,  and  was  duly  pro- 
tested for  non-payment.  The  bank  then  sued  the  drawer  to  recover  the  amount 
of  it.  The  Court  upon  that  state  of  facts  held  that  the  plaintiff  could  not 
recover ; that  the  certification  operated  as  a payment  as  between  the  holder 
and  drawer. 

In  the  opinion  it  is  said  **that  the  law  will  not  permit  a check,  when  due, 
to  be  then  presented  and  the  money  left  with  the  bs^  for  the  accommodation 
of  the  holder  without  discharging  the  drawer.”  That  if  the  holder  chooses  to 
have  it  certified  instead  of  paid  he  will  do  so  at  the  peril  of  discharging  the 
drawer. 

But  they  say  that  **this  would  not  discharge  the  drawer  of  a check  who  him- 
self procured  it  to  be  certified  and  then  put  it  in  circulation ; that  the  reason 
of  the  rule  would  not  apply  to  him,”  and  conclude  the  opinion  by  saying 
**that  upon  principle  it  must  be  held  that  the  bank  holds  the  money  alter  cer- 
tification bv  request  of  the  holder,  not  at  the  risk  of  the  drawer,  but  of  the 
holder  of  the  check.” 

This  is  the  only  direct  authority  I have  found  upon  this  question,  from  which 
I judge  that  the  practice  of  holders  of  checks  getting  them  certified  is  not  very 
usual,  for  if  it  were  other  cases  would  have  found  their  way  into  the  books  and 
come  under  judicial  consideration. 

The  defendant  on  the  trial  cited  Bickford  v.  First  National  Bank  of 
Chicago,  42  111.,  23d,  and  Rounds  v.  Smith  et  245.  From  an  examination 
of  those  cases,  I do  not  see  that  they  conflict  with  the  case  of  Bank  v,  Leach 
52  New  York  supra.  In  those  cases  the  checks  were  certified  at  the  request 
of  the  drawer  before  delivery.  This  expressly  appears  in  the  last  case,  and 
the  Judge  in  his  opinion  in  that  says  “the  case  m all  its  important  features  is 
the  same  as  Bickford  v.  Bank,”  so  that  I must  assume  that  the  checks  in  both 
these  cases  were  certified  by  request  of  the  drawer,  which  presents  an  entirely 
different  question  from  this,  and  leaves  the  point  involved  here  unconsidered 
in  those  cases. 

In  Brown  v,  Leckler  et  a/.,  43  III,  497,  cited  by  the  defendant’s  counsel,  the 
check  was  also  certified  by  the  request  of  drawer  before  it  was  passed  by  him, 
so  that  the  reasoning  of  the  Court  in  that  case  was  not  predicated  upon  the 
same  facts  as  appear  here.  But,  as  I understand  those  cases,  that  Court  holds 
that  a check  operates  to  transfer  the  amount  named  in  it  to  the  payee,  and  au- 
thorizes him  to  sue  for  and  receive  it  from  the  bank.  If  such  is  the  doctrine  of 
that  Court,  I am  not  at  liberty  to  follow  it,  for  the  Supreme  Court  of  the 
United  States,  in  the  Bank  of  the  Republic  v,  Millard,  10  Wallace,  152,  has  de- 
cided differently.  And  as  the  Question  involved  is  one  relating  to  commercial 
securities,  and  belongs  to  the  aomains  of  general  jurisprudence,  thb  Court  b 
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not  bound  by  the  decision  of  the  State  Courts  where  the  matters  arise.  Town- 
ship of  Pine  Grove  v.  Talcott,  19  Wallace,  666.  But,  waiving  this  view  and 
difference  between  the  Courts  on  this  point,  I do  not  think  that  the  decision  of 
the  learned  Court  of  Illinois  above  referred  to,  when  carefully  examined,  will  be 
found  to  touch  the  point  involved  here.  It  was  not  before  that  Court  in  either 
of  those  cases  and,  although  the  general  language  used  might  seem  to  be  in  con- 
flict with  the  conclusions  1 have  reached  in  this  case,  still  when  read  and  con- 
sidered as  used  in  reference  to  the  fact  and  question  before  that  Court,  no  con- 
flict or  discrepancy  of  opinion  will  be  found  to  exist.  Those  cases  are  clearly 
distinguishable  on  the  facts  from  this  case,  and  are,  therefore,  not  authority  upon 
the  point  involved  here.  I am  therefore  of  the  opinion  that  the  defendant  is 
liable  for  the  amount  of  the  check,  with  interest  from  the  certification,  as  by  its 
certihcation  the  drawer  was  discharged. 

A question  \vas  suggested  as  to  the  right  of  this  plaintiff  to  sue  the  defendant, 
as  it  was  not  its  agent,  alluding  to  the  recent  decision  of  the  Supreme  Court  of 
the  United  States  in  Hoover,  Assignee,  etc.,  v.  Wise  et  (8  voL  Chic^o 
LegcU  NewSf  page  193 ),  but  it  was  stated,  and  not  disputed,  that  the  plaintifTs 
attorneys  had  authority  to  sue  in  the  name  of  the  German-American  Bank,  as 
well  as  in  the  name  of  the  present  plaintiff,  the  real  owner,  and  it  was  claimed 
that  an  amendment  under  the  laws  of  the  State  was  allowable,  in  the  discretion 
of  the  Court,  by  inserting  the  name  of  the  German-American  Bank  as  plaintiff  in 
lieu  of  the  present  plaintiff.  And  as  a decision  making  a change  necessary  has 
been  announced  since  the  commencement  of  the  suit,  and  as  no  injury  can  re- 
sult, as  it  appears  to  the  Court,  to  the  defendant  thereby,  I direct  and  allow 
an  amendment  in  that  respect  by  striking  out  of  the  process  and  pleadings  the 
name  of  the  present  plaintiff  and  inserting  in  lieu  thereof  the  name  of  the  Ger- 
man-American  Bank,  and  as  so  amended  that  judgment  be  entered  for  plaintiff 
and  against  defendant  for  $ 882. 76,  the  amount  of  the  check  and  interest,  with 
costs  of  this  suit  to  be  taxed. 


INQUIRIES  OF  CORRESPONDENTS. 

Addressed  to  the  Editor  of  the  Banker's  Magazine. 


I.  Can  the  Holder  of  a Check  Demand  Legal  Tenders? 

Can  the  holder  of  a certificate  of  deposit  given  by  a National  bank,  or  the 
holder  of  a check  drawn  on  a National  bank,  demand  and  compel  the  bank  to 
jjay  in  legal  tenders?  If  you  can  find  time  to  reply,  it  will  greatly  oblige  one 
whom  Morse  leaves  in  great  uncertainty. 

Reply. — The  indebtedness  of  a bank  to  its  depositors  is,  like  any  other 
debt,  payable  in  lawful  money.  Where  the  deposits  are  received  and  entered 
under  a specific  agreement  as  current  funds,’*  or  **  bankable  funds,”  National 
bank  notes  only  can  be  demanded.  Otherwise  the  depositor  has  a right  to 
require  legal-tender  notes.  * 

II.  Is  A Surety  Released  by  Extension  op  Time  ? 

A,  with  B as  surety,  had  his  note  for  $ 1,500  discounted  at  bank,  payable 
thirty  days  after  date,  with  interest  from  maturity.  When  the  note  matured, 
A sent  his  clerk  to  the  bank  with  instructions  that  he  pay  $ 500,  and  renew 
for  $ 1,000.  The  bank  accepts  his  proposition.  A makes  a note  signed  by 
himself  only,  and  pays  the  interest  for  thirty  days  in  advance,  which  the 
bank  accepts  without  the  knowledge  or  consent  of  B,  the  bank  retaining  the 
old  note.  Can  the  bank  hold  B or  not? 

Reply. — The  acceptance  of  the  new  note  and  interest  is  equivalent  to  an 
extension  of  time  on  the  old  note,  which,  being  done  without  the  consent  of 
the  surety,  releases  him. 

10 
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III.  Stopping  Payment  of  Drafts. 

John  Smith  buys  a draft  payable  to  the  order  of  Robinson.  The  following 
day  he  states  that  Robinson  had  failed  to  furnish  certain  papers  as  agreed,  and 
requests  us  to  stop  payment  of  the  draft.  Payment  being  stopped,  a week 
afterward  the  draft  is  presented  at  the  counter  of  your  correspondent^  by 
Robinson,  in  person,  for  payment,  which  is  refused,  and  the  draft  duly  pro- 
tested. Robinson  never  having  given  any  value  for  the  draft,  would  you  con- 
sider the  bank  issuing  it  liable  to  him  for  the  amount? 

Reply. — Probably  not  if  the  fact  of  “no  value  received ” be  proven,  but  it 
is  the  duty  of  the  bank  to  make  the  purchaser  of  the  draft  take  the  risk  and 
burden  here  involved.  Smith  has  no  legal  right  to  stop  payment  of  the  draft 
by  a mere  order.  He  should  obtain  a writ  of  injunction,  and  the  matter  would 
then  be  decided  by  court. 

IV.  Post-Dated  Checks. 

We  often  have  checks  presented  for  payment  dated  ahead,  and  invariably  hold 
them  until  time  designated  arrives.  Recently  we  sent  one  for  collection,  and 
the  President,  ( a lawyer ) of  the  bank  upon  which  it  was  drawn  contended  that 
all  checks  were  due  upon  prescTtlaHotu,  and  of  course  subject  to  protest  What 
is  your  opinion,  and  does  it  alter  the  case  if  the  check  is  dated  when  given 
and  made  payable  at  some  future  time?  Would  paper  drawn  in  this  manner 
be  properly  designated  a check?  This  method  or  custom  of  dating  is  very  an- 
noying to  bank  officers.  I for  one  should  be  glad  if  this  construction  as  to 
maturity  of  checks  was  correct. 

Reply. — A post-dated  check  is  payable  absolutely,  without  grace,  on  the 
day  of  its  date,  or  at  any  time  thereafter.  But  it  cannot  with  safety  be  paid 
before  that  time,  for  should  the  drawer’s  balance  be  exhausted  thereby  the  bank 
would  still  be  compelled  to  pay  his  check  bearing  current  date,  duly  presented, 
if  good  before  debiting  the  one  post  dated.  Nor  could  the  expense  of  protest- 
ing a check  before  its  date  be  legally  collected. 

A check  made  payable  on  a day  subsequent  to  its  date  is,  however,  regarded 
quite  differently  in  law.  Some  of  the  best  authorities  have  alternately  fixed  it 
as  a check  and  as  an  inland  bill  of  exchange.  If  held  to  be  the  latter  it  would 
of  course  be  entitled  to  grace.  This  uncertainty  of  status  ought  to  be  removed 
by  distinct  legislation,  and  in  its  absence  such  nondescript  instruments  should 
be  refused  unless  they  bear  the  provnsions  “without  grace”  or,  “with  grace,” 
and  “acceptance  waived.” 


V.  Stamping  Counterfeits. 

Are  we  as  a bank  authorized  to  stamp  a counterfeit  bill  that  may  be  offered 
us?  ThaJ  is  to  say,  have  we  the  legal  right  to  write  counterfeit  on  same? 

Reply. — There  is  no  general  law  which  gives  such  a right,  but  in  some  of 
the  States  it  is  made  a duty  of  the  banks  to  stamp  all  counterfeits  coming  into 
their  hands.  The  recent  act  of  Congress  establishing  the  duties  of  National 
bank  examiners  (which  may  be  found  in  this  number)  contains  a section  which 
instructs  National  banks  on  this  point.  It  would  be  well  if  the  obligation  to 
check  the  circulation  of  counterfeits  in  this  manner  were  imperative  on  all  banks 
and  bankers. 


VI.  “No  Protest”  Collections. 

The  communication  upon  this  subject,  published  in  our  June  number,  has 
drawn  out  a shower  of  letters  and  postal  cards  from  all  parts  of  the  country. 
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heartily  approving  the  sentiments  expressed  by  cashier  Gould,  and  our  com- 
ments at  the  time.  Many  of  these  letters  contain  instances  of  the  loss  and 
annoyance  entailed  upon  banks  by  such  collections,  and  if  the  offending  “cor- 
respondents” were  readers  of  this  magazine,  we  would  publish  some  of  these 
for  their  instruction.  But  to  all  bankers  the  story  is  too  well  known  to  need 
rep>etition.  Among  the  facts  elicited,  however,  it  appears  that  some  banks  have 
already  undertaken,  on  their  own  account,  to  check  this  growing  nuisance. 
The  First  National  Bank  of  Madison,  Wisconsin,  on  its  printed  form  of  ac- 
knowledging receipt,  meets  it  squarely  thus : 

Collections  not  Subject  to  Protest. 

The  large  number  of  drafts  for  very  small  sums,  drawn  by  dealers  on  their 
customers,  with  “No  Protest,”  the  great  proportion  of  which  are  returned 
without  expense,  other  than  to  the  party  attempting  to  collect,  compels  us  to 
adopt  the  rule  of  making  charge,  sufficient  at  least  to  cover  costs  of  stationery 
and  postage. 

No  attention  will  be  paid  to  this  class  of  collections  unless  accompanied  by  25 
cents  to  covet  expenses^  whether  collected  or  not. 

Wayne  Ramsay,  Cashier. 

The  National  Bank  of  Rolla,  Mo.,  makes  the  same  charge  on  all  collections 
dishonored  and  returned,  and  adopts  a scale  of  charges  on  collections  paid 
“with  exchange,”  which  must  afford  the  profit  seldom  realized  of  late,  though 
fairly  earned,  in  this  branch  of  the  business. 

Mr.  Gould  requests  that  bankers  who  have  read  his  article  drop  to  his  ad- 
dress (First  National  Bank,  Portland,  Maine,)  a postal  card  stating  yea  or  nay 
to  his  conclusions.  This  may  lead  to  some  effective  concert  of  action  in  a mat- 
fer  which  is  not  merely  a source  of  annoyance,  but  which  in  the  aggregate 
involves  a very  considerable  cost  of  time,  labor  and  money. 


THE  POSITION  OF  SILVER. 

The  committee  of  the  British  Parliament  appointed  to  inquire  into  the  causes 
of  the  depreciation  of  silver  have  presented  a report  of  which  the  concluding 
portions  are  as  follows : 

To  sum  up  the  more  striking  facts  which  have  been  brought  before  your 
committee,  the  situation  at  the  present  moment  appears  to  be  this  : 

1.  The  total  annual  production  of  silver  has  risen  to  upwards  of  £ 14,000,000, 
from  an  average  of  about  8,000,000  to  ^000,000  in  i860. 

2.  Of  this  amount  of  14,000,000  the  mines  of  the  United  States  are  esti- 
mated to  have  produced  about  7,000,000,  with  the  prospect  of  an  increase 
for  some  years  to  come.  On  the  other  hand,  if  the  price  of  silver  should  re- 
main as  low  as  at  present  there  may  be  some  diminution  in  the  production 
elsewhere. 

3.  Germany  has  still  to  dispose  of  an  amount  which  is  certainly  not  less 

than  8,000,000,  with  the  possibility  that  it  may  exceed  20,000,000 ; but 

with  the  possibility,  on  the  other  hand,  that  a considerably  larger  sum  than 
the  estimated  amount  may  be  ultimately  required  for  subsidiary  coinage. 

4.  The  Scandinavian  kingdoms  have  discontinued  the  use  of  silver ; but  the 
amounts  of  demonetized  silver  coin  which  they  have  thrown  or  can  throw  on 
the  market  are  not  important 

5.  Austria  has  ap^ently  been  exchanging  silver  for  gold,  the  amount  of  silver 
held  in  the  Impenm  Bank  having  diminished  from  10,000,000  to  6,600,000 
since  1871. 
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6.  Italy  has  been  gradually  denuded  of  her  silver  currency.  Since  1865 
large  amounts  have  lien  exported;  her  forced  paper  currency  has  apparently 
expelled  the  whole  of  the  metallic  currency,  of  which  the  silver  coins  amounted, 
at  the  beginning  of  1866,  to  about  17,000,00a 

7.  France,  on  the  other  hand,  has  for  some  years  past  been  replenishing 
her  stock  of  silver,  of  which  during  the  last  four  years  her  imports  have  ex- 
ceeded her  exports  by  33,500,000. 

8.  England,  Russia  and  Spain  have  each  been  buyers  to  the  extent  of  some 
millions. 

9.  Japan  and  China  aud  other  countries  in  the  East  have  absorbed  a cer- 
tain ainounL 

10.  India  still  takes  silver,  but  in  greatly  decreased  amounts. 

11.  The  Home  Government  has  bills  to  sell  to  the  extent  of  15,000,000 
per  annum,  which  debtors  to  India  can  buy  in  the  place  of  remitting  bullion. 
This  total  has  been  gradually  reached,  and  represents  an  excess  of  more  than 

10,000,000,  compared  with  twenty  years  ago. 

12.  The  gross  remittances  of  silver  to  India  during  the  last  four  years  have 
been  15,000,000,  compared  with  28,900,000  in  the  four  previous  years. 

Legislatively,  the  position  is  as  follows  ; 

Germany  is  gradually  demonetizing  silver,  and  looks  forward  to  its  use  only 
for  subsidiary  coinage. 

The  United  States  is  carrying  out  a policy  of  introducing  silver  subsidiary 
coinage  in  the  place  of  all  fractional  paper  currency  now  afloat,  and  of  coin- 
ing full-weighted  silver  coins,  but  only  on  a contracted  scale,  and  only  a\'aila- 
ble  for  legal  tender  for  a limited  amoimt. 

The  members  of  the  Latin  Union  and  Holland  have  adopted  an  expectant 
attitude  ; but  meanwhile  limit,  as  far  as  possible,  the  coinage  of  silver. 

No  indications  are  given  of  any  intention  on  the  part  of  Russia  and  Austria 
to  pass  any  laws  with  regard  to  their  currency. 

The  actual  facts  which  have  been  enumerated  speak  for  themselves  ; and  it 
will  be  seen  at  once  which  of  them  are  in  favor  of  a rise  in  the  price  of  silver, 
and  which  of  them  tend  in  a contrary  direction.  It  is  important,  too,  that  the 
temporary  character  of  some  of  these  facts,  and  the  normal  character  of  others, 
should  be  fully  taken  into  account.  The  surplus  stock  of  Germany  will  in  all 
probability  weigh  heavily  on  the  market  for  some  time  to  come  ; still  it  is  a 
temporary  circumstance.  On  the  other  hand,  the  United  States  will  afford  tem- 
porary relief  to  the  market  by  retaining  for  her  own  coinage  considerable 
amounts  of  the  silver  there  produced.  It  is  indeed  possible,  according  to  the 
evidence  adduced,  that  the  United  States  will  retain  as  much  silver  for  her  new 
coinage  operations  as  Germany  may  have  to  sell  as  the  result  of  hers. 

The  case  of  France  deserves  especial  attention.  The  replenishment  of  her 
stock  of  silver  can  scarcely  be  rerarded  as  other  than  a temporary  circumstance. 
During  the  last  four  years,  out  of  a total  of  76,000,000  of  disposable  silver, 
France  absorbed  33,500,000.  The  relief  thereby  given  to  the  market  must 
have  been  immense.  It  is  impossible  to  assume  that  it  can  be  continued  on  the 
same  scale.  The  natural  inference  to  be  drawn  would  be  in  the  opposite  direc- 
tion. 

With  regard  to  India  and  the  East,  hitherto  the  largest  consumers  of  silver, 
so  much  must  depeud  upon  the  prosperity  of  the  populations,  on  the  abundance 
of  the  crops — in  fact  on  their  powers  of  production — that  it  is  impossible  to 
make  any  forecast ; and,  as  regards  actual  facts,  no  more  can  be  stated  than 
that,  on  the  one  hand,  they  have  always  possessed  a very  lar^e  power  of 
absorbing  bullion,  while,  on  the  other,  that  power  has  b^n  diminished  by 
the  growth  of  the  sums  annually  payable  by  India  to  the  Home  Government. 

The  only  facts  in  any  calculation  as  to  the  future  which  are  certain,  and 
araear  to  be  permanent,  are  the  increased  total  production  of  silver  and  the 
effect  caused  by  the  necessity  of  the  Indian  Government  to  draw  annually 
for  a heavy  amount.  Both  are  adverse  to  the  future  value  of  silver,  as  far 
as  they  go ; but  they  may  be  partially  counterbalanced  by  changes  in  the 
trade  with  the  East. 

As  regards  Europe,  much  must  depend  upon  the  action  taken  by  the  gov- 
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emments  of  the  various  countries  where  the  question  of  the  currency  to  be 
adopted  is  still  unsettled.  Your  committee  have  not  considered  it  to  be 
within  the  scope  of  the  questions  referred  to  them  to  make  inquiry  as  to 
the  intentions  of  these  governments,  though  many  references  to  their  views 
will  be  found  in  the  various  official  documents  procured  for  the  committee  by 
the  Foreign  Office.  Your  committee  on  this  point  would  simply  remark  that 
it  is  obvious  that,  if  effect  should  be  given  to  the  policy  of  substitutii^  gold 
for  silver,  wherever  it  is  feasible,  and  giving  gold  for  the  sake  of  its  ad- 
vantages in  international  commerce,  the  preference  even  among  populations 
whose  habits  and  customs  are  in  ffivor  ot  silver,  and  thus  displacing  silver 
hx>m  the  position  (which  it  has  always  occupied)  of  doii^  the  work  of  the 
currency  over  at  least  as  large  an  area  as  p^ld,  no  possible  limits  could  be 
assigned  to  the  further  fall  in  its  value,  which  would  inevitably  take  place  ; 
but  your  committee  are  bound  to  refrain  from  living  any  opinion  on  the  ex- 
pediency of  such  a policy  or  the  necessity  for  its  adoption. 


NEW  ACTS  OF  CONGRESS. 

An  Act  authorizing  the  appointment  of  Receivers  of  National  Banks,  and 

for  other  purposes. 

Be  U enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Cons'ress  assembled^  That  whenever  any  National  banking 
association  shall  be  dissolved,  and  its  rights,  privileges,  and  franchises  declared 
forfeited,  as  prescribed  in  section  fifty-two  hundred  and  thirty-nine  of  the  Re- 
vised Statutes  of  the  United  States,  or  whenever  any  creditor  of  any  National 
banking  association  shall  have  obtained  a judgment  a^inst  it  in  any  court  of 
record,  and  made  application,  accompanied  by  a certi&ate  from  the  clerk  of 
the  court  stating  that  such  judgment  has  been  rendered  and  has  remained 
unpaid  for  the  space  of  thirty  days,  or  whenever  the  Comptroller  shall  become 
satisfied  of  the  msolvency  of  a National  banking  association,  he  may,  after  due 
examination  of  its  affairs,  in  either  case,  appoint  a receiver,  who  shall  proceed 
to  close  up  such  association,  and  enforce  the  personal  liability  of  the  share- 
holders, as  provided  in  section  fifty-two  hundred  and  thirty  four  of  said  statutes. 

Sec.  2. — That  when  any  National  banking  association  shall  have  gone  into 
liquidation  under  the  provisions  of  section  five  thousand  two  hundred  and 
twenty  of  said  statutes,  the  individual  liability  of  the  shareholders  provided  for 
by  section  fifty-one  hundred  and  hfty-one  of  said  statutes  may  be  enforced  by 
any  creditor  of  such  association,  by  bill  in  equity  in  the  nature  of  a creditor’s 
bill,  brought  by  such  creditor  on  behalf  of  himself  and  of  all  other  creditors  of 
the  association,  against  the  shareholders  thereof,  in  any  court  of  the  United 
States  having  original  jurisdiction  in  equity  for  the  district  in  which  such 
association  may  have  been  located  or  established. 

Sec.  3. — That  whenever  any  association  shall  have  been  or  shall  be  placed  in 
the  hands  of  a receiver,  as  provided  in  section  fifty-two  hundred  and  thirty- 
four  and  other  sections  of  said  statutes,  and  when,  as  provided  in  section  fifty- 
two  himdred  and  thirty-six  thereof,  the  Comptroller  sWl  have  paid  to  each 
and  every  creditor  of  such  association,  not  including  shareholders  who  are 
creditors  of  such  association,  whose  claim  or  claims  as  such  creditor  shall  have 
been  proved,  or  allowed  as  therein  prescribed,  the  full  amount  of  such  claims 
and  all  expenses  of  the  receivership,  and  the  redemption  of  the  circulating 
notes  of  such  association  shall  have  been  provided  for  by  depositing  lawful 
money  of  the  United  States  with  the  Treasurer  of  the  United  States,  the 
Comptfoller  of  the  Currency  shall  call  a meeting  of  the  shareholders  of  such 
association  by  giving  notice  thereof  for  thirty  days  in  a newspaper  published  in 
the  town,  city,  or  county  where  the  business  of  such  association  was  carried  on,  or 
if  no  newspaper  is  there  published,  in  the  newspaper  published  nearest  thereto, 
at  which  meeting  the  shareholders  shall  elect  an  agent,  voting  by  ballot,  in 
person  or  by  proxy,  each  share  of  stock  entitling  the  holder  to  one  vote ; and 
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when  such  agent  shall  have  received  votes  representing  at  least  a majority  of 
the  stock  in  value  and  number  of  shares,  and  when  any  of  the  shareholders  of 
the  association  shall  have  executed  and  hied  a bond  to  the  satisfaction  of  the 
Comptroller  of  the  Currency,  conditioned  for  the  payment  and  discharge  in  full 
of  any  and  every  claim  that  may  hereafter  be  proved  and  allowed  against  such 
association  by  and  l^efore  a competent  court,  and  for  the  faithful  performance 
and  discharge  of  all  and  singular  the  duties  of  such  trust,  the  Comptroller  and 
the  receiver  shall  thereupon  transfer  and  deliver  to  such  agent  all  the  un- 
divided or  uncollected  or  other  assets  and  property  of  such  association  then 
remaining  in  the  hands  or  subject  to  the  order  or  control  of  said  Comptroller 
and  said  receiver,  or  either  of  them  ; and  for  this  purpose,  said  Comptroller 
and  said  receiver  are  hereby  severally  empowered  to  execute  any  deed,  assign- 
ment, transfer,  or  other  instrument  in  writing  that  may  be  necessary  and 
proper;  whereupon  the  said  Comptroller  and  the  said  receiver  shall,  by  virtue 
of  this  act,  be  discharged  and  released  from  any  and  all  liabilities  to  such 
association,  and  to  each  and  all  of  the  creditors  and  shareholders  thereof ; and 
such  agent  is  hereby  authorized  to  sell,  compromise,  or  compound  the  debts 
due  to  such  association  upon  the  order  of  a competent  court  of  record  or  of 
the  United  States  circuit  court  for  the  district  where  the  business  of  the  associa- 
tion was  carried  on.  Such  agent  shall^hold,  control,  and  dispose  of  the  assets 
and  property  of  any  association  which  he  may  receive  as  hereinbefore  provided 
for  the  Mnefit  of  the  shareholders  of  such  association  as  they,  or  a majority  of 
them  in  value  or  number  of  shares,  may  direct,  distributing  such  assets  and 
property  among  such  shareholders  in  proportion  to  the  shares  held  by  each  ; 
and  he  may,  in  his  own  name  or  in  the  name  of  such  association,  sue  and  be 
sued,  and  do  all  other  lawful  acts  and  things  necessary  to  finally  settle  and 
distribute  the  assets  and  property  in  his  hands.  In  selecting  an  agent  as  here- 
inbefore provided,  administrators  or  executors  of  deceased  shareholders  may  act 
and  sign  as  the  decedent  might  have  done  if  living,  and  guardians  may  so  act 
and  sign  for  their  ward  or  wards. 

Sec.  4. — That  the  last  clause  of  section  fifty-two  himdred  and  five  of  said 
statutes  is  hereby  amended  by  adding  to  the  said  section  the  following  proviso  : 
And  provided^  That  if  any  shareholder  or  shareholders  of  such  bank  shall 
neglect  or  refuse,  after  three  months’  notice,  to  pay  the  assessment,  as  provided 
in  this  section,  it  shall  be  the  duty  of  the  board  of  directors  to  cause  a suffi- 
cient amount  of  the  capital  stock  of  such  shareholder  or  shareholders  to  be  sold 
at  public  auction,  (after  thirty  days’  notice  shall  be  given  by  posting  such  notice 
of  sale  in  the  office  of  the  bank,  and  by  publishing  such  notice  in  a newspaper 
of  the  city  or  town  in  which  the  bank  is  located,  or  in  a newspaper  published 
nearest  thereto,)  to  make  good  the  deficiency;  and  the  balance,  if  any,  shall 
be  returned  to  such  delinquent  shareholder  or  shareholders.” 

Sec.  5. — That  all  United  States  officers  charged  with  the  receipt  or  disburse- 
ment of  public  moneys,  and  all  officers  of  National  banks  shall  stamp  or  write 
in  plain  letters  the  word  “counterfeit”  “altered”  or  “worthless,”  upon  all 
fraudulent  notes  issued  in  the  form  of,  and  intended  to  circulate  as  money, 
which  shall  be  presented  at  their  places  of  business ; and  if  such  officers  shall 
wrongfully  stamp  any  genuine  note  of  the  United  States,  or  of  the  National 
bank.s,  they  shall,  upon  presentation,  redeem  such  notes  at  the  face-value 
thereof. 

Sec.  6. — That  all  savings  banks  or  savings  and  trust  companies  organized  under 
authority  of  any  act  of  Congress  shall  be,  and  are  hereby,  required  to  mak^  to 
the  Comptroller  of  the  Currency,  and  publish,  all  the  reports  which  National 
banking  associations  are  required  to  make  and  publish  under  the  provisions  of 
sections  fifty-two  hundred  and  eleven,  fifty-two  hundred  and  twelve  and  fifty- 
two  hundred  and  thirteen  of  the  Revised  Statutes,  and  shall  be  subject  to  the 
same  penalties  for  failure  to  make  or  publish  such  reports  as  are  therein 
provided  ; which  penalties  may  be  collected  by  suit  before  any  court  of  the 
United  States  in  the  district  in  which  said  savings  banks  or  saving^  and 
trust  companies  may  be  located.  And  all  savings  or  other  banks  now  organized, 
or  which  shall  hereafter  be  organized,  in  the  District  of  Columbia,  imder  any 


Digitized  by  LjOOqIc 


1876.] 


THE  PAPER  MONEY  CIRCULATION. 


act  of  Congress,  which  shall  have  capital  stock  paid  up  in  whole  or  in  part, 
shall  be  subject  to  all  the  provisions  of  the  Revised  Statutes,  and  of  all  acts  of 
Congress  applicable  to  National  banking  associations,  so  far  as  the  same  may  be 
applicable  to  such  savings  or  other  banks : Provided^  That  such  savings 

banks  now  established  shall  not  be  required  to  have  a paid-in  capital  ex- 
ceeding one  hundred  thousand  dollars. 

Approved,  June  30,  1876. 


THE  PAPER  MONEY  CIRCULATION. 

STATEMENT  of  the  Comptroller  of  the  Currency,  showing  the  Issue  and 
Retirement  of  National  Bank  Notes  and  Legal-Tender  Notes  under 
the  acts  of  June  20,  1874,  and  January  14,  1875,  ^876. 

National  bank  notes  outstanding  when  act  of  June  20,  1874,  was 

passed $349,894,182 

“ “ “ issued  from  June  20,  1874,  to  January  14, 

1875 $4,734,500 

“ •*  “ redeemed  and  retired  between  same  dates 

2,767,232 


Increase  from  June  20,  1874,  to  January  14,  1875 1,967,268 

Outstanding  January  14,  1875 351,861,450 


National  bank  notes  r^eem^  and  retired  from  January  14,  1875, 

to  July  I,  1876 $30,675,911 

“ “ “ surrendered  between  same  dates  5,617,478 


Total  redeemed  and  surrendered  36,293,389 
‘ issued  between  same  dates 15,331,085 


Decrease  frotn  January  14,  1875,  July 

I,  1876 20,962,304 


Amount  outstanding  July  1,  1876 $330,899,146 


Greenbacks  on  deposit  m the  Treasury  June  20,  1874,  to  retire 

notes  of  insolvent  and  liquidating  b^ks $ 3,813,675 

Greenbacks  deposited  from  June  20,  1874,  to  July  i,  1876,  to 

retire  National  bank  notes 56,543,633 

Total  deposits 60,357,308 

Circulation  redeemed  by  Treasurer  between  same  dates  without 

reissue 33.447.976 


Balance  of  deposits  July  I,  1876 26,909,332 

Greenbacks  retired  under  act  of  January  14,  1875 $ 12,227,716 

Greenbacks  outstanding  July  i,  1876 369,772,284 


Note. — The  amount  of  National  bank  notes  received  from  the  engravers  from  June  30,  1874. 
to  July  I,  1876,  was  *272,376,512.  ITie  amount  of  new  currency  issued  during  the  same  penod 
was  * 2i8/>50,8i4.  The  amount  of  new  currency  issued  in  the  last  fiscal  year  was  *90,730,565. 
The  total  amount  of  mutilated  currency  received  during  the  same  year  was  *106,473,190.  The 
amount  of  currency  in  the  vaults  on  July  1,  1876,  was  *89,800,200. 


Jno.  Jay. Knox,  Comptroller  of  the  Curreney, 
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Statement  of  the  Comptroller  of  the  Currency,  showing  by  States  the  amount 
of  National  bank  circulation  issued,  and  the  amount  of  legal-tender  notes  depos- 
ited in  the  Treasury  to  retire  bank  circulation,  June  20,  1874,  to  July  i,  1876. 


STA  TES 

AND  TERRITORIES, 


Additional 
National  Bank 
Circulation 
Issued  from 
yune  20,  1874, 
to  July  I,  1876. 


Maine $741,440  . 

New  Hampshire 362,7^  . 

Vermont 752.280  . 

Massachusetts 5,001,045 

Rhode  Island 156,200  . 

Connecticut 628,810  . 

New  York i>539»3io  . 

New  Jersey 457*335  • 

Pennsylvania 2,771,820  . 

Delaware 4*900  . 

Maryland 105,510  . 

District  of  Columbia....  153,000  . 

Virginia ^07,100  . 

West  Virginia ,35»370  . 

North  Carolina 305,0^  . 

South  Carolina 6,700  . 

Georgia. 90,000  , 

Florida 45,000  . 

Alabama 90,000  . 

Louisiana 32,130  . 

Texas 62, 100  . 

Arkansas 

Kentucky 1,919,640  . 

Tennessee 234,000  . 

Missouri 110,470  . 

Ohio 796,520  . 

Indiana.  1,282,570  . 

Illinois 785,475  . 

Michigan 300,920  . 

Wisconsin 50,900  . 

Iowa 553*500  • 

Minnesota  326,620  . 

Kansas 30,600  . 

Nebraska  

Colorado 126,000  . 

Utah 

Montana 


Legal-Tender  Notes  Deposited  in  the  U.  S. 
Treasury  to  Ketikk  National  Bank  Circu- 
lation FROM  June  ao,  1874,  to  July  i,  1S76. 


Deposits  for  Re- 
demption 0/ 
Notes  0/  Liqui- 
dating Na- 
tional Banks. 

$41,200 

27*400 

134.807 

96,400 


27,050 

614,000 

23,060 

426,407 


Deposits  to  Re- 
tire Circula- 
tion under 
Act  of  yune  , 
20.  1S74. 

$480,000 


296,400  . 
4,184,295  . 

374.390  • 

803,200  . 
12,861,341  . 

502^640  . 
3,492,200  . 


Total 

D^osits. 

$521,200 

27*400 

431*207 

4,280,695 

374*390 

830,250 

13*475*341 

525*700 

3,918,607 


166,600  . 

1,033,100  . 

1,199,700 

*99.719  ■ 

427,500  . 

727,219 

706,864  . 

592,4*5  • 

i.*99.*79 

731.060  . 

204,300  . 

935.360 

4*3*400  . 

413.400 

908,380  . 

908,380 

169,000  . 

326,000  . 

495.000 

592,062 


315*000 

191*501 

146,391 

786,331 

430,577 

677*300 

116,400 

292,800 

304.067 

108,309 

400,571 

45,000 

$8,9*5 

161,191 


1,84^250  . 
184,340  . 
90,000  . 
786,090 
408,859  . 

3.383.559  . 

1,262,990  . 
3,164,752  . 
5.435.460  . 
1.551,800  . 

687,400  . 
>,336,050  . 
879.840  . 
1*1,500  . 
40,480  . 


135*000  . 
196,800  . 
45.000  • 


*,436.31* 

184.340 

90,000 

1,101,000 

600,360 

3*529*950 

2,049,321 

3.595*329 

6,112, 760 
1,668,200 
980,200 
1,640,117 

988,149 

522,071 

85,480 

193.925 

357*99* 

45*000 


Total $20,065,585  $8,089,992  $48,453*64*  $56,543*633 

Legal-tender  notes  deposited  prior  to  June  20,  1874,  then  remaining  3,813,675 


Total  Deposits. 


^60,357,308 


Jno.  Jay  Knox,  Comptroller  of  the  Currency. 
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BANKING  AND  FINANCIAL  ITEMS. 


The  Issue  of  Silver. — The  following  is  the  full  text  of  the  joint  resolution 
for  the  issue  of  silver  coin,  which  passed  Congress  in  July  and  was  approved  by 
thp  President  July  24th. 

Resolved^  That  the  Secretary  of  the  Treasury,  under  such  limits  and  regula- 
tions as  will  best  secure  a just  and  fair  distribution  of  the  same  through  the 
country,  may  issue  the  silver  coin  at  any  time  in  the  Treasury  to  an  amount 
not  exceeding  $ 10,000,000  in  exchange  for  an  equal  amount  of  legal -tender 
noteS)  and  notes  so  received  in  exchange  shall  be  kept  as  a special  fund  sepa- 
rate and  apart  from  all  other  money  in  the  Treasury,  and  be  issued  onl^  upon 
the  retirement  and  destruction  of  a like  sum  of  fractional  currency  receivea  at 
the  Treasury  in  payment  of  dues  to  the  United  States,  and  said  fractional  cur- 
rency, when  so  substituted,  shall  be  destroyed  and  held  as  part  of  the  sinking 
fund,  as  provided  in  the  act  approved  April  17,  1876. 

Sec.  2. — That  the  trade  dollar  shall  not  hereafter  be  a legal  tender,  and  the 
Secretary  of  the  Treasury  is  hereby  authorized  to  limit  from  time  to  time  the 
coinage  thereof  to  such  an  amount  as  he  may  deem  sufficient  to  meet  the  ex- 
pK>rt  demand  for  the  same. 

Sec  3. — That  in  addition  to  the  amount  of  subsidiary  silver  coin  authorized 
by  law  to  be  issued  in  redemption  of  the  fractional  cnrrency,  it  shall  be  lawful 
to  manufacture  at  the  several  mints,  and  issue  through  the  Treasury  and  its 
several  offices,  such  coin  to  an  amount  that,  including  the  amount  of  subsidiary 
silver  coin  and  of  fractional  currency  outstanding,  shml  in  the  aggregate  not  ex- 
ceed at  any  time  $50,000,000. 

Sec.  4. — That  the  silver  bullion  required  for  the  purposes  of  this  act  shall  be 
purchas^  from  time  to  time,  at  the  market  rate,  by  the  Secretary  of  the  Treas- 
ury, with  any  money  in  the  Treasury  not  otherwise  appropriate  but  no  pur- 
chase of  bullion  shall  be  made  under  this  resolution  when  the  market  price  for 
the  same  shall  he  such  as  will  not  admit  of  the  coinage  and  issue  as  herein 
provided  without  loss  to  the  Treasury;  and  any  gain  or  seigniorage  arising  from 
this  coinage  shall  be  accounted  for  and  paid  into  the  Treasury,  as  provided  un- 
der existing  laws  relative  to  subsidiarv  coinage,  provided  that  the  amount  of 
money  at  any  one  time  invested  in  such  silver  bullion,  exclusive  of  such  result- 
ing coin,  shsdl  not  exceed  $200,000. 

The  Treasury  Department. — On  June  29  the  Senate  confirmed  Albert  U. 
Wyman  to  be  Treasurer  of  the  United  States,  vice  John  C.  New  resigned;  and 
James  Gilfillan,  previously  Cashier  of  the  Treasury,  to  be  Assistant-Treasurer. 

The  Hon.  Lot  M.  Morrill  took  charge  of  the  Treasury  Department  on 
the  afternoon  of  July  7th.  The  first  official  act  of  the  Secretary  was  the  ap- 
proval of  the  bond  of  Mr.  A.  U.  Wyman  as  Treasurer.  The  approval  of  Mr. 
Wyman’s  bond  relieved  Mr.  J.  C.  New  from  the  Treasurership,  who  transferred 
to  his  successor  the  office,  in  which  business  was  resumed  on  the  eighth,  after 
several  days’  suspension. 

A CIRCULAR  from  the  Comptroller  of  the  Currency  has  been  sent  to  the  va- 
rious National  banks,  reouesting  the  cashier  of  each  bank  to  furnish  a detailed 
account  of  the  amoimt  of  municipal,  county  and  State  taxes  demanded  of  them 
during  1875 ; amount  {4id  for  revenue  stamps  during  the  same  period. 

The  object  of  the  inc^uiry  is  to  obtain  reliable  data  on  which  to  base  the  state- 
ments of  these  taxes  in  the  Comptroller’s  report  to  Congress  next  December. 

II 
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The  Redemption  Bureau. — ^The  receipts  of  National  bank  notes  for  redemp- 
tion for  the  week  ending  July  22d,  and  for  the  same  week  of  last  year,  were  as 
follows : 


Frotn  1875.  1876. 

New  York $2,250,000  ...  $2,108,000 

Boston 1,020,000  ...  1,457,000 

Philadelphia 166,000  ...  510.000 

Chic^ 98,000  ...  67,000 

Cincinnati 23,000  ...  36,000 

Miscellaneous 837,000  ...  1,115,000 


Total. 


$4,400,000 


IS.353«» 


New  York. — Mr.  S.  M.  Swenson  admitted  as  partners  in  his  business,  on 
July  1st,  1876,  Eric  P.  Swenson  and  Daniel  J.  Kerr.  The  style  of  the  firm  is 
S.  M.  Swenson,  Son  & Co. 


The  banking  firm  of  Livermore,  Clews  & Co.,  consisting  of  Messrs.  Edward 
Livermore,  Henry  Clews  and  Wm.  F.  Livermore,  opened  for  business  on  July 
11th,  at  3 Nassau  and  16  Wall  Streets.  Mr.  Exlward  Livermore  returns  to 
active  business  after  a retirement  of  some  years. 


The  Loaner’s  Bank. — J.  T.  Hubbard,  receiver  of  the  suspended  Loaner’s 
Bank,  has  filed  his  report  of  the  condition  of  the  bank.  It  places  the  cash 
assets  at  $5>574;  other  nominal  assets,  $410,075  ; total,  $415,650;  liabilities, 

$281,639.  Included  in  the  nominal  a.ssets,  however,  are  many  old  notes  and 

loans,  second  mortgages,  &c.,  which  are  of  littl^  if  any,  value.  The  receiver, 

in  his  report,  does  not  make  any  estimate  of  the  actual  value  of  the  assets,  but 

believes  that  there  is  no  probability  of  the  depositors  being  paid  in  full.  Strong  1 

efforts  have  been  made  since  the  bank  suspended  looking  to  a reorganization  and 

resumption  of  business,  but  they  all  failed,  and  the  receiver  will  now  proceed 

to  wind  up  its  affairs. 

Punishment  of  Counterfeiters. — The  counterfeiters  of  National  bank 


notes,  who  were  caught  in  Williamsburgh  in  June,  and  Geoige  White,  the 
engraver  of  the  plates,  pleaded  guilty  in  the  United  States  Courts  at 
Brooklyn  on  July  loth.  Their  counterfeits  on  the  Hampden  National  Bank 
of  Westfield,  Mass.,  had  passed  as  genuine  at  several  banks.  White  had 
plates  prepared  for  counterfeits  on  the  First  National  Bank  of  Northampton, 
Mass.,  the  National  Bank  of  Castleton.  N.  Y.,  the  Third  National  Bank  of 
Providence,  R.  I.,  and  the  First  National  Bank  of  Newburgh.  At  the  house 
in  Williamsburgh  the  officers  seized  about  $ 75,000  in  counterfeit  bills.  Henry 
Harrison  alias  Thomas  Congdon,  pleaded  guilty  to  the  fourth  count  in  the 
indictment,  charging  him  with  having  possession  of  a metallic  plate  with  the 
intention  of  using  it  in  the  manufacture  of  counterfeit  money.  Judge  Bene- 
dict sentenced  him  to  ten  years’  hard  labor  in  the  Penitentiary  and  a fine  of 
$ 75a  Charles  Conklin,  the  printer  of  the  bills,  who  had  never  engaged  in 
the  business  before,  was  sentenced  to  five  years  in  the  Penitentiary  at  hard 
labor  and  $ 750  fine.  White,  who  is  67  years  old,  was  sentenced  to  ten  years’ 
hard  labor  in  the  Penitentiary  and  $ 1,000  fine. 


The  Rights  of  Brokers  Carrying  Stocks.— E.  P.  Pickering,  of  Buffalo, 
sued  E.  D.  Randolph  & Co.,  brokers  of  New  York,  for  $ 6,400,  the  excess 
over  seven  per  cent,  per  annum  in  the  interest  which  they  had  charged  him  on 
advances  made  in  carrying  800  shares  of  American  Express  Co.  stock  during  a 
period  including  the  Chicago  and  Boston  fires  and  the  panic  of  1873. 

The  defend^ts  charged  at  one  time  1-32  per  cent  per  day,  at  others  1-24, 
and  on  one  occasion  as  high  as  f,  each  time  according  to  the  state  of  the  money 
market  The  difference  claimed  is  the  difference  between  seven  per  cent  and 
those  charges. 

The  plaintiff  called  Mr.  Randolph,  who  testified  that  he  had  not  himself  lent 
any  money  whatever  to  carry  plaintiff’s  stock,  but  had  lx)rrowed  the  money  nec- 
essary to  carry  his  customer’s  stock,  from  others,  and  had  p>aid  the  market  rates 
for  the  money,  pledging  his  customers’  stocks  and  sometimes  the  firm’s  bonds. 
He  aggregated  the  price  of  the  loans,  and  charged  an  average  to  each  of  the 


customers. 
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The  suit  was  dismissed  by  Judge  Dykman,  the  plaintiflTs  own  letters,  pro- 
duced in  Court,  showing  that  he  thanked  the  defendants  for  charging  much 
lower  rates  than  he  expected.  The  Court  held  that  on  the  evidence  for  plain- 
tiff^ the  defendants  simply  charged  what  they  had  been  compelled  to  pay  for 
the  money  to  carry  those  stocks. 

Twice  Pledged  Collateral. — Henri  Hennecjuin  & Co.,  French  merchants, 
had  a running  credit  for  $6,000  on  Clews,  Habicht  & Co.,  of  London,  pro- 
cured through  Henry  Clews  & Co.,  on  the  deposit  with  the  latter,  of  $29,000  of 
Toledo,  Peoria  & Warsaw  R.  R.  bonds  as  security.  Chi  the  failure  of  both  bank- 
ing houses  Hennequin  & Ca  applied  for  a return  of  their  pledge,  but  Henry 
Clews  & Co.  had  meantime  ple<%ed  the  bonds  with  Frederick  Butterfield  & Co., 
for  loans  of  about  $ 700,00a  They  gave  the  depositors  instead  29  first-mortgage 
bonds  of  Burlington,  Cedar  Rapids  & Minnesota  R.  R.  On  the  trial  of  a suit 
against  Butterfield  & Co.,  to  recover  the  Toledo,  Peoria  & Warsaw  R.  R.  bonds, 
the  plaintiffs,  Messrs.  Hennequin  declared  they  took  the  others  merely  as  secu- 
rity for  the  return  of  their  own.  In  the  Superior  Court  of  this  city.  Special 
Term,  Judge  Sedppvick  decided  that  Butterfield  & Co.  made  the  loans  to  Clews 
& Co.  m good  faith,  in  the  usual  way  of  borrowers,  supposing  them  to  be  the 
owners  of  the  collateral.  The  complaint  as  against  Butterfield  & Co.  was  dis- 
missed, leaving  the  plaintiffs  to  such  satisfaction  as  they  can  get  from  Clews  & 

Co. 

Arkansas. — The  German  Savings  Bank  at  Little  Rock,  which  has  been  in 
business  fourteen  months,  has  made  a cash  dividend  of  fourteen  per  cent., 
and  a surplus  fund  of  $9,625.  The  directors  have  determined  to  make  no 
more  cash  dividends  until  the  surplus  shall  be  equal  to  the  capital,  now 
$ 75,000.  and  that  thereafter  ten  per  cent,  of  the  net  profits  shall  be  added 
annually  to  that  account. 

San  Francisco— The  banking  firm  of  Donohoe,  Kelly  & Co.  have  had  an  ac-  ^ 
cession  to  their  membership,  in  Messrs.  John  W.  Flood  and  Howard  Havens, 
whose  interest  dates  from  July  i. 

Dividend. — The*  Comptroller  of  the  Currency  has  declared  a fifth  and  final 
dividend  of  25  per  cent,  in  favor  of  the  creditors  of  the  First  National  Bank 
of  Washington,  D.  C.,  making  in  all  a dividend  of  100  per  cent. 

Unjust  Suspicion. — Two  years  ago,  the  pa)dng  teller  of  the  Second  National 
Bank,  of  Boston,  Mr.  H.  W.  Edmonds,  was  discharged  because  he  could  not 
account  for  the  disappearance  of  ten  thousand  dollars.  A few  weeks  ago  the 
money  was  found  in  a crevice  of  the  safe  into  which  it  had  slipped. 

Mississippi. — A new  banking  house  at  Aberdeen,  orranized  imder  State  char- 
ter, has  commenced  business.  The  style  of  the  bank  is  “Gattman  & (b.,” 
and  their  capital,  $100,000  paid  in,  with  the  right  of  increase  to  $ 200,00a 
New  York  Correspondent,  The  Merchants’  Exchange  National  Bank.  Their 
card,  at  end  of  this  number,  tenders  attention  to  the  interests  of  correspondents. 

Missouri. — The  following  ag^egate  statement  of  the  condition  of  the  banks 
in  St  Louis  on  the  first  day  m July,  1876,  is  compiled  from  public  and  private 
statements  by  Mr.  Chase,  Manager  of  the  St  Louis  Clearing  House. 

Capital  Savings  Cash  Loans, 

and  and  lime  Demand  and  Discounts, 

Surplus.  Deposits.  Deposits.  Exchange,  and  Bonds. 

7 National  Banks $6,689,831  .$1,048,533  .$9,032,963  .$5,059,162  $10,886,333 

a8  Sute  Banks 10,059,916  . 10,570,413  . I4y374i043  • 5-8*7.565  • *7,401,811 

35  Clearing-House  Banks 16,749.747  . 11,618,945  . 33,407,006  . 10,886,727  . 38,288,134 

15  ^nks  not  in  Clearing  House.  1,330,850  . 2,533,707  . 1,489,853  . 873,574  . 4,154,114 


50  Banlcs  in  St.  Louis 18,080,597  . 14,152,652  . 24,896,859  . 11,760,301  . 42,442,248 

57  Banks  ist  Janu.-ir>',  1876 i9.559.54*  • 16,144,337  . 24,562,084  . 11,788,495  . 45,928,085 


Increase  last  six  months  . 334,775  • 

Decrease  “ “ 1,478,945  . 1,991,685  . . 28,194  . 3.486,837 

On  January,  1876,  the  seven  National  Banks  had  of  bonds  deposited  at 
Washington,  $793,400,  to  secure  $706,^90  circulation.  On  July,  1876,  there 
were  of  bonds  $842,950;  circulation  $728,690. 
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S/.  Louis. — The  Central  Savings  Bank  of  St.  Lx>uis  suspended  business  on 
July  7th,  and  made  an  assignment  for  the  benefit  of  its  creditors  and  stock- 
holders. It  is  thought  that  the  assets  will  pay  its  depositors  nearly  in  full,  if 
not  quite,  but  after  considerable  delay,  as  the  bank  has  been  burthened  with 
much  dead  weight  of  slow  paper. 

Missouri. — The  United  States  Supreme  Court  decision  annulling  certain  bonds 
of  Mount  Pleasant  township.  Bates  county,  in  this  State,  has  caused  consider- 
able excitement  among  the  people  of  half  a dozen  counties  in  Western  Missouri. 
In  1868  the  Legislature  of  that  State  passed  an  act  to  authorize  townships  to 
subscribe  money  in  aid  of  railroads. 

The  act  authorizes  a subscription  on  the  approval  of  two-thirds  of  the  quali- 
fied voters  who  vote  on  the  proposition  ; the  constitution  authorizes  it  only  on 
the  approval  of  two-thirds  of  the  whole  number  of  qualified  voters  in  the  town- 
ship. The  act,  therefore,  attempted  to  authorize  what  the  constitution  positively 
prohibited  ; it  is  therefore  void,  and  the  bonds  issued  under  it  are  worthless. 
The  belief  is  that  the  decision  sweeps  out  of  existence  all  the  township  railroad 
bonds  issued  in  the  State.  The  following  statement,  compiled  by  the  St.  Louis 
Republican^  from  the  last  State  Auditor’s  report,  shows  approximately  the  amount 
of  these  bonds  outstanding:  Adair  $46,000,  Bates  $155,000,  Cape  Girardeau 
$ 136,000,  Cass  $ 600,000,  Clark  $ 25,000,  Cooper  $ 170,000,  Crawford  $ 54,000, 
Howard  $100,000,  Jackson  $417,000,  Johnson  $160,000,  Linn  $103,000,  La- 
fayette $312,000,  Livingston  $12,000,  Marion  $200,000,  Randolph  $65,000, 
Pike  $3i5,o(^  ^ine  $75,000,  Schuyler  $15,000.  Total,  $ 2,990,00a 

This  list  in  not  complete,  for  several  counties  that  have  considerable  town- 
ship railroad  debts,  Boone  being  one  of  them,  were  not  returned  to  the  auditor’s 
office  at  the  date  of  his  last  report  Besides,  a large  proportion  of  this,  town- 
ship debt  is  in  arrears  for  interest,  the  coupons  having  been  in  litigation  for 
several  years.  The  entire  township  indebtedness  on  railroad  account  is  estimated 
at  $ 3,300,000,  all  of  which  is  dissipated  into  thin  air  by  the  Court’s  decision. 
The  people  of  Bates,  Cass,  Jackson,  Johnson,  and  Lafayette  certainly  take  this 
view,  and  there  is  as  much  rejoicing  in  that  part  of  the  State  over  the  decision, 
as  though  some  great  blessing  had  suddenly  descended  on  the  people.  It  de- 
stroys really  all  the  Cass  county  debt,  one-third  the  Lafayette  county  debt,  two- 
thirds  that  of  Marion  country,  and  nearly  one-third  that  of  Pike  county ; and,  as 
the  decision  comes  from  the  Court  of  last  resort,  it  is  supposed  that  no  further 
litigation  on  the  part  of  the  bondholders  is  possible. 

Traveling  Sharpers. — An  attempt  was  recently  made  to  defraud  the  South 
Cleveland  Banking  Company,  of  Cleveland,  O.,  W a man  of  gentlemanly  ap- 
pearance. He  tendered  a certificate  of  deposit  of  the  Fifth  National  Bank  of 
New  York,  for  $2,500,  and  sought  to  have  it  cashed  ; but,  fortunately  without 
success,  as  the  paper  was  a forgery.  A similar  experiment  was  tried  on  the 
Centennial  National  Bank,  Philadelphia,  by  a person  of  prepossessing  address — 
but  likewise  without  succeeding. 

The  National  Bank  of  Commerce,  Cincinnati,  and  the  First  National  Bank  of 
Newport,  Ky.,  were  each  invited  in  June  to  cash  a draft  presented  by  a 
stranger  with  a letter  of  introduction  apparently  from  an  Eastern  Bank,  all  being 
forgeries.  The  attempts  were  failures,  and  in  Newport,  cashier  Youtsey,  sus- 
pecting fraud,  caused  the  holder  to  be  arrested. 

Texas. — Messrs.  James  H.  Raymond  & Co.  have  organized  a new  banking 
firm  at  Austin,  which  continues  the  established  business  of  Messrs.  Raymond 
& Whitis.  The  present  partners  are  James  H.  Raymond,  Frank  Hamilton,  and 
James  R.  Johnson.  Their  card  will  be  foimd,  as  usual,  in  the  supplement  to 
the  Banker’s  Magazine. 

Victoria. — Mr.  J.  M.  Brownson  has  formed  a copartnership  with  Mr. 
Eugene  Sibley,  and  will  hereafter  conduct  his  banking  business  under  the  style 
of  Brownson  & Co.  A reference  to  their  card  in  the  usual  place  will  show  the 
specialties  for  which  they  invite  correspondence.  Messrs.  Donnell,  Lawson  & 
Co.  are  their  New  York  Correspondents. 
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Foreign  Commerce  of  New  York. — We  are  indebted  to  the  Journal  of 
Commerce  of  this  city  for  the  following  tables  showing  the  foreign  commerce  of 
the  port  for  the  last  fiscal  year.  The  total  imports  at  this  port  for  the  month 
of  June  exhibit  a decline  of  about  seven  million  dollars  as  compared  with  the 
same  month  of  last  year,  and  of  nearly  twelve  millions  as  compared  with 
the  corresponding  peric^  of  1874. 

Foreign  Imports  at  New  York  for  the  Six  Months  from  January  i. 

1874.  1875.  *876. 

Entered  for  consumption...! 90^222, 199  ...  $79»295,382  ...  $65,265,116 

Entered  for  warehousing..  65,490,757  ...  55,179,524  ...  47,741,080 


Free  goods 60,349,392  ...  5o»236,507  ...  43.<>79»705 

Specie  and  bullion 2,510,650  ...  7t540t977  2,251,285 


Total  entered  at  port... $ 218,572,998  ...  $192,252,390  ...  $158,337,186 

Withdrawn  from  warehouse  57,063,661  ...  48,660,956  ...  4ii757»396 

This  shows  a decline  in  the  imports  since  January  i of  $ 3^91^,204  as 
compared  with  last  year,  and  of  $60,235,812  as  compared  with  the  same 
period  of  1874.  In  the  six  months  of  18^3  the  imports  were  $ 221,047,982, 
or  nearly  sixty-three  millions  more  than  during  the  six  months  just  end<^ 
The  month  of  June  closes  the  fiscal  year.  The  imports  at  New  York  for 
this  period  have  been  as  below.  For  the  year  ending  June  30,  1873, 
were  $420^374,032,  a difference  of  $ ii3f66o,3i7,  or  nearly  forty  per  cent. 

Foreign  Imports  at  New  York  for  the  Fiscal  Year  Ending  June  30. 


1874. 

Entered  for  consumption  $ 16^,478,543  .. 
Entered  for  warehousing  110,407,703  .. 

Free  goods 95,880,050  .. 

Specie  and  bullion 1^324,557  .. 

Total  entered  at  port.. .$  396,090,852  .. 
Withdrawn  from  warehouse  113,783,4^  .. 


1875.  1876. 

$ 163,538,613  ...  1 132,027,678 

94,900,869  ...  81,902,121 

98,485,746  — 84,635,051 

11,437,898  ...  8,148,865 

#367.363.1*6  ...  $306,7*3.7*5 

96.37^837  ...  89,607,453 


The  decline  last  year  was  almost  wholly  in  general  merchandise.  Receipts 
of  foreign  dry  goods  formerly  comprised  a little  more  than  one-third  of  the 
total  imports  at  this  port.  For  the  last  three  or  four  years  they  have  been  less 
than  30  per  cent,  of  the  aggregate. 


Exports  from  New  York  to  Foreign  Ports  for  Six  Months  from 


January  i. 

1874.  1875.  *876. 

Domestic  produce $138,165,775  ...  $117,188,914  ...  $118810,717 

Foreign  free  goods. 1,146,252  ...  1,300,257  ...  1*650,759 

Foreign  dutiable 4,119,582  ...  3,028,397  ...  3*595»8S3 

Specie  and  bullion 2^618,666  ...  50»355»3S8  ...  28,626,333 


Total  exports ^I73»050i275  ...  $171,872,906  ...  $152,683,662 

Do.  exclus.  of  specie  143,431,609  ...  121,517,568  ...  124,057,329 

The  great  decrease  in  the  imports  has  called  for  diminished  shipments  of 
specie  to  the  other  side,  The  comparison  of  the  exports  at  this  port  for  the 
fiscal  year  just  ended  is  as  follows : 

Exports  from  New  York  to  Foreign  Ports  for  the  Fiscal  Year 


Ending  June  3a 

1874.  1875.  *876. 

Domestic  produce $293,46^949  — $253,225,037  ...  $249,303,527 

Foreign  free  goods 1,997*436  — 2,495,472  ...  2,371,677 

Foreign  dutiable 8,721,748  ...  6,305,583  ...  7,326,725 

Specie  and  bullion, 5<>»459*043  — 81,958,900  ...  45,827,645 


Total  exports $'354,648,176  ...  $343*984*992  ...  $304*829,574 

Do.  exclus.  of  specie  304,189,133  ...  262,026,092  ...  258,001,929 
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(^Monthly  Lisi,  continued  from  July  No.,  page  76.) 


State.  Place  and  Capital.  Bank  or  Banker.  N.  Y.  Correspondent  and  Cashier. 

N.  Y.  City...,  Livermore,  Clews  & Co..  3 Nassau  Street. 

**  ....  Limburger&  Thalmann..  xi  Broad  Street 

Col....  Lake  City Hinsdale  County  Bank.  ..  Chemical  National  Bank. 

H.  A.  McIntyre, /*r.  H.  J.  Alexander,  Cos. 

Del....  Smyrna Fruit  Growers*  Nat  Bank.  

$ 70,000  G.  H.  Raymond,  /V.  N.  F.  Wilds,  Cos, 

Ga. Columbus Nat  Bank  of  Columbus...  

$ 100,000  J.  Rhodes  Browne,  Pr,  G.  W.  Dillingham,  Cos, 

Iowa...  Des  Moines...  Capital  City  Bank,  (Sigler  & Christy.)  

“ Des  Moines...  State  Bank  of  F.  R.  West  & Sons.  


Mich...  Greenville Leroy,  Moore  & Co 

“ Lexington....  Lexington  Rmk,  (B.  R.  Noble.)  National  Trust  Ca 

*•  Litchfield C.  G.  Conklin  &Co Merchants’  National  Bank. 

“ Vassar T.  North  & Co National  Trust  Co. 


Miss...  Aberdeen Gattman  & Ca Merch.  Elxchange  Nat  Bank. 

$ 100,000 

N.  Y....  Elmira Farmers’  and  Mech.  Bk..  Continental  National  Bank. 

L.  M.  Smith,  Pr.  H.  L Bacon,  Cos. 

Ohio...  Tiffin. The  Commercial  Bank....  Amer.  Exch.  Nat  Bank. 

Warren  P.  Noble,  Pr.  S.  B.  Sneath,  Cos. 

Pa. Sandy  Lake  . . Brown  & Foster 

“ Towanda  Citizens’ National  Bank  ..  

$ 150.000  J.  P.  Kirby,  Pr.  G.  A.  Guernsey,  Cos. 

Texas  . Houston Fox  & Wettermark. Forster,  Ludlow  & Ca 

Va Abingdon Greenway  Bros.  &Co.....  Koimtze  Brothers. 

Wis....  Eau  Claire....  Chippewa  Valley  Bank...  

H.  C.  Putnam,  Pr.  V.  W.  Bayless,  Cos. 

“ Reedsburg....  Samuel  Ramsey Vermilye  & Co. 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS. 
Authorized  June  23  to  July  20,  1876. 


Capital. > 

No.  Name  and  Place.  President  and  Cashier.  Authorized.  Paid. 

2336  Fruit  Growers*  National  Bank,  George  H.  Raymond....  $70,000 

Smyrna,  Deu  N.  F.  Wilds  $41,000 

2337  Citizens*  National  Bank,  J.  P.  Kirby 150,000 

Towand^  Pa.  George  A.  Guernsey  150,000 

2338  National  Bank  of  J.  Rhodes  Browne 100,000 

Columbus,  Ga.  G.  W.  Dillingham  100,000 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List;  continued  from  July  No.,  page  75.J 

August,  1876. 

Name  qf  Bank.  Elected.  In  place  of 

N.  Y.  Gty,  Continental  Nat.  Bank...  W.  J.  Harris,  Cos, . . C.  F.  Timpson. 

“ Fourth  National  Bank....  O.D.  Baldwin,  Cor  F.  E.  Lathrop.* 

Ct Windham  Co.  Nat.  Bank,  Bkrn  John  P.  Wood,  Chr....  C.  C.  Crandall. 

“ City  Nat.  Bank,  New  London  I.  N.  Harris,  Pr N.  P.  Haven. 

III...  . First  National  Bank. > A.  L.  Clarke,  Pr James  Beggs. 

Areola,  j"  Geo  L.  Wicl^  Car...  A.  L.  Clarke. 

“ Second  National  Bonk,  Peoria.  B.  F.  Blossom,  Car....  T.  G.  McCuUoh. 
Ind....  Wash,  Nat  Bank,  Washington  Richard  N.  Read,  Cos  S.  H.  Taylor. 

Iowa  . First  Nat  Bank,  Clarinda S.  West,  Cos A.  B.  Cramer. 

Ky  ..  . Citizen's  Nat.  B*k,  Louisville  H.  C.  Rodes,  Cos O.  V.  Wilson. 

La  ... . Louisiana  National  Bank.  ....^ 

New  Orleans.)  T.L.Airey,/V./tv few.  

Me....  Marine  Nat  Bank,  Bath. S.  D.  Bailey,  Pr B.  C.  Bailey. 

**  Cumberland  National  Bank.) 

Portland.)  H.*N.  Jose,  Pr Alvah  Conant* 

“ Merchants’  Nat  B’k,  Portland  J.  E.  Gilman,^^/*^  Cos  

Mass..  First  Nat  Bank,  Leominster.  Samuel  Putnam,  />...  John  H.  Lockey. 

•*  First  National  Bank,  Marlboro.  William  Gibbon,  Pr.  Mark  Fay. 

“ Crocker  National  Bonk ) 

Turners  Falls. ) D.  P.  Abercrombie,  Cos  S.  Sewall,  Jr. 

“ Nat.  Mt  Wollaston  Bank,  ) 

Quincy.)  Jos.W.  Robertson, /V.  John  Q.  Adams. 
Mich.  . Ann  Arbor  Savings  Bank,  ) 

Ann  Arbor.)  Christian  Mack,  Pr..  R.  S.  Smith.* 

“ Nat.  Each.  Bank,  Albion Lyman  B.  Miner,  Cos.  G.  W.  Davis. 

Mo Central  Nat.  B’k,  Booneville.  W.L.  Stephens,  

“ Second  Nat  Bank,  St  Louis.  E.  D.  Jones,  Vice-Pr.  Geo.  L.  Joy. 

Neb....  State  National  Bank,  Lincoln.  D.  R Alexander,  Pr.  S.  G.  Owen. 

N.  J..  . Essex  County  National  B’k, ) 

Newark. f W.  H.  Curtis,  Cos..,.  C.  S.  Graham. 

Pa Third  Nat  B’k,  Allegheny....  H.  A.  Spangler,  Cos.  W.  A.  Clemens. 

“ Second  Nat  Bank,  Allentown  Reuben  Stabler,  Cos.  F.  E.  Samuels. 

“ First  Nat  Bank,  Meyersdale.  L.  S.  Keim,  Cos. J.  M.  Olinger. 

“ First  Nat.  Bank,  Pittston W.  L.  Watson,  Cos...  H.  S.  Phillips. 

Tenn  . Nat.  Bank  of  Shelbyville R R.Whitthome,  Cos.  A.  Frierson. 

Texas.  Farm. & Merch’ts’ B’k,  Paris..  C.  W.  Mer^  Cor.,...  J.  M.  Smith. 

Vt Commercial  Bank,  Burlington  D.  N.  Burton,  Cos.....  R.  J.  Wright 

W’ls. ...  First  Nat  Bank,  Boscobel...  M.  D.  Tillotson,  Cos.  Herman  A.  Meyer. 

“ First  Nat  B’k,  Chippe^ra  F’s.  L.  M.  Newman,  Cos...  V.  W.  Bayless. 

“ Farmers  & Merchants’ ^^, ) J.  W.  Ostrander,  Pr..  Henry  Yale. 

Jefferson)  Henry  Yale,  Cos Adam  Grimm.* 

• Deceased.  * 


Digitized  by  LjOOQle 


i6o 


THE  banker’s  magazine. 


[ August, 


DISSOLVED,  DISCONTINUED  OR  CHANGED. 

(Monthly  List^  continued  from  July  No,,  page 

Ga Planters  and  Miners*  Bank,  Cartersville ; in  liquidation. 

Iowa...  Capital  City  Bank,  Des  Moines;  succeeded  by  Christy  & Sigler. 

“ National  State  Bank,  Des  Moines;  succeeded  by  F.  R.  West  & Sons. 
Mich....  M.  H.  Norton  & Ca,  Greenville;  succeeded  by  Le  Roy,  Moore  & Co. 
“ North  & Noble,  Vassar ; succeeded  by  T.  R.  North  & Co. 

Mo Central  Savings  Bank,  St,  Louis ; suspended  and  assigned. 

N.  Y....  Watkins  National  Bank,  Watkins;  receiver  appointed. 

“ Bank  of  Fairport,  Fairport;  clos^ 

N.  H....  Rockingham  Ten  Cents  Savings  Bank,  Portsmouth;  suspended. 
Ohio...  . W.  H.  Kelley  & Co.,  Cleveland;  assigned. 

“ J.  Reynolds  k Ca,  Ripley;  assigned. 

Texas..  Raymond  & Whitis,  Austin;  succeeded  by  James  H.  Raymond  & Ca 
“ ..  Abbott  & McDonald,  Hillsboro;  succeeded  by  Abbott  & Sturgis. 

“ . . Harbert,  Blancks  & Ca,  Luling;  succeeded  by  W.  R.  Johnston  & Co. 

Va Agency  Lynchburg  I.  & R Co.,  Abingdon;  succeeded  by  Greenway 

Bros.  & Co. 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK. 

June — July,  1876. 


1875. 

Lmvtst.  Highest 

1876. 

Lowest. 

Highest.  1876. 

Lowest. 

Highest. 

July 

...Jime  26 

12 

. \z]/i  ...July  II 

1134 

”34 

August  . . . 

12^  . 

27 

. 12  ...  12 

1134 

”34 

September 

28 

12 

. 1234 ...  13 

1134 

”34 

October 

29 

\2yi 

. 1234 ...  14 

1134 

”34 

November.. 

I4>i  . 

...  30 

1234 

. 1234 ...  15 

"H 

”34 

December 

12}i  . 

...July  I 

12% 

. 1234 ...  17 

1134 

”34 

1876. 

3 

Holiday.  ...  18 

”34 

Jwuary 

12H  . 13X 

4 

Holiday.  ...  19 

”34 

”34 

February  .. 

12^  . 14'A 

5 

1234 

. I2f$  ...  20 

”34 

”34 

March 

>3^  • >5  , 

6 

. I2J^  ...  21 

”34 

”34 

April 

1234  • 

7 

. I2J^  ...  22 

”34 

”34 

May... 

• >3X 

8 

12 

. 12  ...  23 

”34 

”34 

June 

liji  . 13 

...  10 

"it 

. 1134  ...  25 

”34 

”34 

The  Taxation  of  Banking  Capital. — Mr.  John  C.  Hopper,  Secretary  of 
the  National  Revenue  Reform  Association  of  this  city,  has  been  for  some 
time  engaged  in  a work  which  is  a good  one  for  the  banking  community. 
He  has  voluntarily  undertaken  to  do  what  has  been  left  undone  by  others, 
and  by  calling  upon  bank  officers  and  members  of  Congress,  has  given  an 
impetus  towards  unity  of  action  which  bids  fair  to  accomplish  some  relief 
from  the  burden  which  is  becoming  insupportable. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 

Recapitulation  of  the  Official  Statements — cents  omitted. 

Debt  Bearing  Interest  in  Coin. 

yu$u  i,  1876.  yuiy  1, 1876. 

Bonds  at  six  per  cent $9^4,999.650  ...  $984,999, 65a 

Bonds  at  five  per  cent 710^041,800  ...  71(^685,800* 

♦ i,69S.04«.4S0  ♦1.696.695.450 

Debt  Bearing  Interest  in  Lawful  Money. 

Navy  pension  fund  at  three  per  cent $ i4,(XX>^ooo  ...  $ i4,ooo,0(X>- 

Debt  on  which  Interest  has  Ceased....  $5,135,030  ...  $3,902,402. 

Debt  Bearing  no  Interest. 

Old  demand  and  le^-tender  notes $370,191,705  ...  369,839,201 

Certificates  of  deposit  34,385,000  ...  32,840,0(X> 

Fractional  currency 37»359.474  — 34,446.595 


Com  certificates 

25,714,800 

♦467,650,979 

28,684,400^ 
...  ♦465,807.196 

Total  debt 

Interest 

$2,181,827,460 

3 «.  788. 757 

...  ♦2,180,395,067 
38,514,004 

Total  Debt,  principal  and  interest 

$2,213,616,217 

...  ♦2,218,909,071 

Cash  in  the  Treasury. 

Coin 

Currency 

Spe<nal  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law.... 

♦66.624,766 

9,285,708 

4,385,000 

♦73.625.58+ 

13,004,141 

32,840*000. 

♦110,235,471 

...  ♦119,469,726 

Debt,  less  cash  in  the  Treasury,  June  i,  1876  $2, 103,320,742 
“ “ “ July  I,  1876  

...  ♦2,099,439,349 

Decrease  of  debt  during  the  past  month  .... 
Decrease  of  debt  since  June  30,  1875 

♦4.617,5*5 

a5.367.983 

♦3,881,397 

29,249,381 

Bonds  issued  to  the  Pactfic  Railway  Companies,  Interest  Payable  in 

Lawful  Money. 

Principal  outstanding 

Interest  accrued  and  not  yet  paid 

♦64,623,512 

>.615.537 

♦64.623.512 
1,938  70s 

Interest  paid  by  the  United  States 

Interest  repaid  by  transportation  of  mails,  &c. 

30,141,513 

6.851,349 

30,141,513 

6,852,491 

Balance  of  interest  paid  by  the  U.  S... 

♦23,290,163 

$23,289,021 
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NOTES  ON  TH^  MONEY  MARKET. 

NEW  YORK,  JULY  24,  1876. 


Exchange  on  London  at  sixty  days*  sight,  4.88  a 4.88^*  gold. 


In  the  money  market  there  are  several  points  of  interest,  although  the 
dullness  which  has  so  long  prevailed  continues  unabated.  The  rates  for  call 
loans  are  extremely  low  and  money  is  offered  at  three  to  four  per  cent, 
while  balances  are  lending  to  Government  houses  at  one  to  one  and  a half 
per  cent,  and  to  the  Stock  Exchange  houses  at  two  per  cent  In  discounts 
there  is  little  change,  the  amount  of  choice  paper  in  market  being  extremely 
limited.  One  of  the  facts  of  interest  in  the  loan  market  is  the  export  of 
specie,  which  amounted  last  week  to  $ 2,620,887,  making  the  total  since 
January  ist  $36,546,223.  This  aggregate  compares  as  follows  with  the  ex- 
ports of  previous  years  : 


1876 

• $36,546,323  . 

1867  . 

*875 

• 57,938,7**  • 

1866  . 

1874 

. 32,819,183  . 

1865  . 

*873 

36,062,699  . 

. 1864  . 

1872 

• 53,*57.7*o  • 

1863  . 

1871  . 

• 49,883,707  • 

. 1862  . 

1870  . 

• 27,037,193  . 

. 1861  . 

1869  . 

. 20,294,770  . 

. i860 

1868  . 

. 58,750,660  . 

• ^36,7S8»393  ••  1859  ..  |49»396,I96 

5*.»94f597  ••  *858  ..  15,71^,7*9 

18,669,751  ..  1857  ..  28,316.610 

30,618,04s  ..  1856  ..  20,533,534 

35,824,265  ..  1855  ..  19,268,728 

37,604,376  . . 1854  . . 30,200.041 

3,258,976  ..  1853  ..  12,584,824 

29,7*8,553  ••  *852  ••  *5,596,508 


Another  feature  of  the  money  market  is  the  increase  of  the  greenback  re- 
serves, which  amount  to  fifty-seven  millions,  a larger  sum  than  the  average  of 
previous  months  of  this  year.  On  24th  July,  1875,  greenback  reserves  were 
$75,015,200;  on  July  25.  1874,  $63,714,800,  and  on  26  July,  1873, 

$ 49,957,00a  The  total  reserves  of  specie  and  legal  tenders  for  the  last  two 

weeks,  show  the  following  changes  : 

July  15.  yuly  23.  Changes. 

Specie  122,440,100  ..  $20,681,400  ..  Dec.. $ 1,758,700 

Legal  tenders........ 54,677,500  ..  57,198,200  ..  Ine...  3,520,700 

Total  reserve $77,117,600  ..  $77,879,600  ..  Inc...  $762,000 

Reserve  required  against  deposits 56,041,875  ..  56,176,450  .. 

Excess  of  reserve  above  legal  requirements.  21,075,725  ..  21,703,150  ..  Inc...  627,425 

Loans 252,961,100  ..  251,682,100  ..  Dec..  i,279,oro 


Among  other  indications  of  the  money  market,  we  may  mention  the  disposi- 
tion on  the  part  of  the  interest-paying  banks,  to  diminish  the  rates  allowed  to 
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depositors.  Indeed,  with  money  at  two  per  cent  or  lower,  it  is  not  easy  to  see 
how  any  banking  establishment  can  afford  to  pay  three  or  four  per  cent  for  de- 
posits. A similar  result  of  the  ease  in  money  is  reported  at  Chicago,  where  the 
banks  are  also  reducing  the  interest  allowed  on  balances.  The  loans  of  our 
New  York  banks  have  begun  to  increase  during  the  month,  though  there  was 
a falling  off  last  week.  The  deposits  are  higher  than  they  have  been  for  the 
last  three  months,  as  will  be  seen  from  the  subjoined  table  of  the  weekly 
averages  reported  by  the  New  York  Clearing  House. 


Legal 

Excess  0/ 

1876. 

Loans. 

specie. 

Tenders. 

Circulation.  Deposits. 

Reserr-e, 

Jan.  3.... 

...  $ 264,062,500 

. % 20,233,300  . $ 39,724,900 

# 18,795,000 

. # 204,508,100 

— 

8.... 

. . . 263,044,000 

. 21,149,600  .. 

39,328,600 

• *8,595,800 

..  210,820,200 

#*o,773,*55 

**  15  ••• 

. ..  261,652,100 

• 23,309,100  . . 

44.532.500 

• *8,515,600 

. . 216,058,500 

. 13,856,970 

“ 22.... 

. . . 260,806,900 

. 22,773,200  .. 

46,367.900  . 

. 17,892,000 

..  217,324,200 

. 14,810,055 

**  29.... 

...  262,207,000 

. 22,481,700  .. 

48,030,000  . 

• *7.757,300 

..  220,023,900 

• *5.505.720 

Feb.  5.... 

. . . 266,067,400 

. 23,570,800  .. 

47.356,200 

■ *7.449.300 

..  224,509,100 

. 14,799,725 

“ 12 

. ..  266,556,700 

. 24,504,600  .. 

47,895,600 

• *7.293.500 

••  325,558,500 

. 16,010,575 

“ 19.... 

...  268,011,400 

. 22,044,900  . . 

48,967,800 

. 17,183,100 

..  224,762,200 

. 14,822,150 

“ 26 

. ..  268,480,000 

. 20,706,200  . . 

49,013,100 

. 17,022,000 

••  224,337,400 

• *3.634.950 

Mar.  6. . . . 

. ..  270,162,800 

. 22,701,600  . . 

46,945,200 

. 16,882,500 

..  226,426,400 

. 13,040,200 

“ II.... 

...  270,748,400 

■ 23,139,800  . . 

47,629,500 

. 16,697,700 

..  227,102,800 

• *3.993.600 

" 18 

...  263,866,700 

. 22,369,400  .. 

45,608,100 

. 16,483,300 

..  220,584,900 

. 12,831,275 

“ 25. . . . 

. ..  261,254,000 

. 21,504,000  .. 

43.773.900 

. 16,199,700 

..  214,181,600 

. 11,732.500 

April  1 . . . . 

. . 261,351,200 

. 21,171,100  .. 

4».7*8,50o 

. 16,364,000 

..  211,561,100 

• 9.995.325 

8.... 

...  261,786,200 

. 20,336,000  . . 

38,700,400 

. 16,297,600 

••  307,993,300 

• 7.03S.875 

...  258,297,900 

. 19,400,800  . . 

38,826,800 

. 16,239,100 

••  305,540,500 

. 6,851,975 

22.*.. 

•••  »53»7Sa,40o 

• *8,077,300  . . 

41,396,800 

. 16,232,000 

. . 203,262,400 

. 8,658,500 

**  29.  . • . 

...  252,117,200 

. 17,076,600  .. 

43.089,300 

. 16,262,800 

..  202,529,100 

• 9.533,625 

May  6.... 

...  257,oi5,6c» 

. 19,804,400  .. 

39,182,200  . 

. 16,199,400 

. . 205,669,000 

• 7.569.350 

- 

...  255,808,800 

. 18,881,000  .. 

42,643,400  . 

. 16,140,500 

..  207,900,300 

• 9.549.3*5 

“ 20. . . . 

. . 253,2x0,500 

• 18,399,300  .. 

45.689,800  . 

. 16,112,700 

••  317,993,500 

. 12,090,725 

“ 27.... 

..  251,492,700 

. 17,388,500  ... 

49.290,400  . 

. 16,059,200 

. . 208,978,700 

. 14,414,225 

June  3 

. . 250,679,500 

. 17,488,800  .. 

51.766,500 

. 15,943,800 

..  211,196,600 

. 16,456,150 

**  IO...a.< 

...  249,370,700 

. 15,729,100  .. 

53,060,000  . 

. 15,8x0,100 

..  210,830,500 

. 16,081,475 

17.... 

...  246,862,100 

• 15,318,200  . . 

54,360,200  . 

. 15,646,400 

..  208,602,000 

• *7.537.900 

June  24... . . , 

...  248,397,400 

. 14,900,400  .. 

54,204.  *oo  . 

. 15,603,500 

..  208,751,800 

. 16,916,550 

July  X.... 

251,883,300 

. 18,291,800  .. 

54,778,400  . 

• *5.539.200 

..  216,055,200 

• *9,056,400 

**  8.  • . . 1 

•••  aS5f653.300 

. 23,650,600  . . 

53,33 *.200  . 

• *5.563.600 

. . 223,704,100 

• 31,105,775 

“ *5 

...  252,961,100  . 

. 22,440,100  .. 

54,677.500 

• *5.442,300 

..  224,167,500 

. 21,075,725 

**  22..... 

>.•  251,682,100  . 

. 20,681,400  .. 

57,198,200  . 

. 15,257,300 

..  224,705,800 

• 31,703,150 

The  Clearing-Heuse 

exhibit  of  the  Boston 

banks  for 

the  past  month  is  as 

below : 

1876. 

Loans. 

specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

June  24.... 

....1128,932,900 

. . • . # 1,462,100 

•••#7.295.600  ....#76,447.700  ... 

# 22,610,800 

July  X.... 

....  129,797,000 

....  i,977i000 

....  7,588,900  .... 

78.537.9«»  ... 

22,565,000 

**  8.... 

...  x3o/)5S,9oo 

....  2,794,709 

....  7,144,600  .... 

78,314,900  ... 

22,776,100 

“ X5-... 

....  129,423,200 

....  2,750,500 

....  7,244,600  .... 

78,451,600  ... 

22,664,300 

" 22. . . . 

....  128,788,600 

....  2,551,600 

••»•  7.527,300  .... 

76,753.700  ■•• 

22.319,100 

The  Philadelphia  bank  statements 

for  the  same  time  are  as  follows 

: 

1876. 

Loans. 

specie. 

Legal  Tenders.  Deposits. 

Circulation. 

June  24.... 

....  #60,384,520 

....  #460,049 

••••#*5.357,596  ....#49,547,268  ... 

# 10,214,054 

July  X.... 

. . . 60,960,923 

• • • • 554,739 

....  16,138,459  •••• 

52,156,114  .... 

*0,199.536 

“ 8.... 

....  60,947,476 

....  697,683 

••••  *6,345,273  .... 

51,381,870  ... 

10,190,421 

**  15.... 

• • • 60,575,336 

• • • • 747.307 

....  16,290,740  .... 

51,484,229  .... 

10,214,484 

“ 22.... 

....  60,577,153 

....  769.58a 

....  16,493,991  .... 

51,802,279  .... 

10,141,056 
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The  stock  market  is  dull.  Governments  are  quiet,  but  firm.  In  stock 
securities  little  is  doing.  Railroad  bonds  of  well-known  lines  are  in  favor  for 
investment.  Railroad  shares  and  miscellaneous  shares  are  neglected. 

From  London  we  learn  by  cable  that  at  the  stock  exchange  our  govern- 
ment securities  are  strong  and  close  at  an  advance  of  to  Canadian 
railways  are  lower.  Discoimts  in  Lombard  street  are  reported  as  being  dur- 
ing the  whole  of  last  week  almost  at  a standstill.  There  was  a large  sup- 
ply of  floating  capital  for  which  no  adequate  employment  could  be  foimd. 
The  bank  return  was  one  of  the  strongest  ever  known.  The  favorable  con- 
dition of  the  money  market  caused  extreme  buoyancy  in  consols,  and  the 
advances  have  been  extraordinary.  Purchases  have  been  made  freely  by 
bankers  and  others  who  were  unable  to  employ  their  surplus  balances.  These 
reports  have  given  a little  more  firmness  to  the  quotations  in  Wall  Street. 
For  railroad  bonds  we  note  sales  at  the  following  quotations : N.  J.  Central 
1st  consolidated,  loi^  ; Chic.  & Northwestern  consol,  coupon  gold  bonds, 
95 ^@95^  ; Hannibal  Sc  St.  Joseph  8s  convertible,  8i ; Ohio  & Miss,  con- 
solidated, 94;  U.  Pacific  R.  R.  ist  m.,  103^^;  ditto  sinking  fund,  94;  Pitts., 
Ft  W.  & Chic.  2d,  I9g}4  ; Central  Pacific  1st,  California  branch,  91 
ditto  land  grants,  93^' ; Bellevue  Sc  So.  Illinois  ist,  92^(gl93 ; Toledo  & 
Wabash  ist  mtge.,  93)^ ; St  Paul  ist,  C & M.  division,  97 ; ditto  con- 
sol. s.  f.,  90^  ; Lehigh  & Wilkesbarre  consol.,  87)^@87@J^  ; Rock  Island 
& Pacific  7s,  I09j^.  Subjoined  are  our  usual  quotations: 


Quotations  : 

yune  30. 

5- 

10. 

17. 

Tufy  24. 

Gold 

II2>3  > 

II2>5  . 

iii%  . 

111%  . 

iii% 

U.  S.  S-20S,  1867 Coup. 

122/3  . 

119%  ■ 

119  ys  . 

119%  • 

119% 

U.  S.  5s  of  i88i  Coup. 

117 

117%  • 

117%  . 

117%  • 

118% 

West.  Union  Tel.  Co. . 

66%  . 

71%  . 

71%  • 

7»% 

70%; 

N.  Y.  C.  & Hudson  R. 

105%  . 

108%  . 

107%  • 

108K  . 

106 

Lake  Shore 

SiVs  . 

s«y4  • 

56% 

S4%  ■ 

53% 

Chicago  & Rock  Island 

X09 

109%  . 

109%  • 

109 

109 

New  Jersey  Central. . . 

75%  • 

72%  • 

72%  . 

72%  .. 

69% 

Erie 

13%  . 

14%  . 

*4%  . 

14%  • 

14% 

Chic.  & North  Western 

42%  . 

42%  . 

A2%  . 

42 

41% 

Union  Pacific 

60 

63 

63 

61 

60K 

Bills  on  London 

4-87% -4-897*  - 

4.88-4.90. . 

4.89-4.91. 

4.88%-4-90%.. 

4.88%-4.90% 

Treasury  balances,  cur. 

$37,388,212  . 

I34.311I46S 

$34.179»S39  • 

$32,312,812  .. 

$30,491,185 

Do.  do.  gold. 

38,931,818  .. 

36,111,663  .. 

35.327,404  • • 

33,606,967  .. 

33,792,816 

Gold  has  advanced  one-half  per  cent  on  the  rumor  from  Washington  relative 
to  the  prospects  of  the  bill  for  the  issue  of  legal-tender  paper.  This  bill  au- 
thorizes the  issue  by  the  United  States  of  coin  notes  in  exchange  for  bullion, 
bars  of  gold  and  silver,  the  gold  to  be  computed  at  its  coining  value,  and  the 
silver  at  the  rate  of  412  ft,  grains  standard  silver  to  the  dollar.  Seventy-five  per 
cent,  of  the  bullion  thus  received  is  to  be  held  in  the  mints  and  assay  offices 
for  the  purpose  of  redeeming  the  coin  certificates  whenever  they  may  be 
presented.  The  coin  notes  thus  authorized  to  be  issued  are  made  a legal  ten- 
der, without  limit,  for  all  dues  to  the  United  States  and  the  silver  coin  for 
all  debts  of  every  nature,  public  and  private,  not  specified  to  be  paid  in  gold 
coin.  The  most  important  amendment  reported  by  the  Committee  is  one 
directing  the  coinage  of  silver  dollars  in  the  mints  of  the  United  States. 

The  Treasury  now  holds  $310,249,850  in  bonds  to  secure  National  bank 
circulation,  and  $18,723,000  to  secure  public  deposits.  The  United  States 
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bonds  deposited  for  circulation  last  week  were  $492,000.  The  United  States 
bonds  held  for  circulation  withdrawn  during  the  week  were  $1,165,000.  The 
aggregates  compare  as  follows  : 


Week 

ending 

Notes  in 
circulation. 

Bonds  /or 
circulation. 

Bonds  /or 

U.  S.  deposits.  Total  bonds. 

Coin  in 
Treasury. 

Coin 

Certificates. 

i8«. 

July 

24... 

• $350,764,469 

• $374,753,362 

$ 18,792,200 

•$393*545,562  . 

$66,926,937 

. $22,628,300 

Aug. 

7... 

• 348,937,939 

••  374*927.862 

. 18,792,200 

••  393*720,062  . 

• 71.953,412 

. . 22,657,200 

Aug. 

21... 

• 349,*3o,ooo 

..  374,788,762 

. 18,792,200 

••  393,580,962  . 

• 

••  18,561,000 

Sept. 

XX... 

• 347,980,000 

••  373,382,76a 

. 18,792,200 

••  392,174*962  . 

. 66,730,316 

..  16,389,400 

Sept, 

25... 

• 347,7»>,«3 

..  372.150.762 

. 18,792,200 

- • 390*942,962  . 

. 66,924,152 

..  12,435,000 

Oct. 

9... 

• 346,769,853 

••  369*791,762 

. 18,782,200 

••  388,573.962  . 

. 68,784,332 

..  12,477,100 

Oct. 

16. . . 

. 346,813,776 

..  368,857,21a 

. 18,782,200 

••  387*639*412  . 

• 70,472*506 

••  12,775*600 

Oct. 

23... 

• 344,458,^28 

..  368,119,917 

. 18,760,000 

••  386,879,917  . 

• 69,070,408 

..  11,502,300 

Oct. 

30... 

. 346,805,616 

••  367,799,412 

• 18,730,000 

..  386,529,412  . 



Nov. 

6... 

• 345*799,  *08 

. . 366,658,312 

. 18,730,000 

..  385*388,312  . 

• 72,042,514 

..  16,069,900 

Dec. 

1876. 

x8... 

• 343,938,278 

..  364,690,112  . 

. 18,626,500 

. . 383,316,612  . 

. 69,206,263 

..  21,447,000 

Jan. 

22.. ■ 

• 343-253,577 

..  362,108,06a 

. 18,626,500 

••  380,734*562  . 

. 73,200,709 

••  34*429,000 

Feb. 

19.., 

• 34*, 557, 9“ 

..  358,428,650 

. 18,621,500 

..  376,050,150  . 

>•  75,051,625 

••  33.786,900 

Mar. 

21... 

. 340,046,776 

••  355,311,715 

• 18,741*500 

••  374*053.215  • 

. 69,657,203 

••  34.797,600 

Apr. 

21. . . 

• 337,635,219 

..  347,800,350 

. 18,623,000 

..  366,423,350  . 

. 76,148,711 

..  28,457,600 

May 

20. .. 

• 335,*97,i05 

..  344,883,850 

. 18,623,000 

• • 363,506.850  . 





June 

17... 

• 332.322,678 

..  342,340,550 

. 18,823,000 

. . 361,163,550  . 

• 65,664,354 

. . 22,874,000 

July 

18.. 

••  331,839,109 

..  340,249,850 

• 18,723,000 

■•*369*772,284 

..  61,848,009 

••  3^,588,600 

By  the  silver  bill  which  was  passed  13th  July,  and  received  the  signature  of 
the  President  to-day,  the  sum  of  ten  millions  of  subsidiary  silver  coin  is 
authorized  to  be  issued  by  the  Secretary  of  the  Treasury  in  exchange  for 
greenbacks  which  are  to  be  held  as  a special  fund  for  the  redemption  of 
fractional  notes  as  presented,  and  these  fractional  notes  are  to  be  destroyed 
and  counted  as  part  of  the  Sinking  Fund.  The  second  section  demonetizes 
the  trade  dollars,  but  gives  power  to  the  Secretary  to  issue  them  in  such 
amount  as  he  may  deem  sufficient  to  meet  the  export  demand.  The  third 
section  authorizes  the  issue  of  subsidiary  silver  coin  to  the  amount  of 
$501,0001,000;  that  is,  it  fixes  the  limit  of  such  issue  at  this  amount.  The 
fourth  section  authorizes  the  Secretary  of  the  Treasury  to  buy  silver  bullion 
for  conversion  into  subsidiary  coin  with  any  mor'jy  in  the  Treasury,  but  re- 
stricts the  amount  which  may  be  so  invested  in  bullion  at  any  one  time  to 
$200,000.  A copy  of  this  act  will  be  found  elsewhere. 

The  customs  receipts  at  the  port  of  New  York  are  shown  in  the  annexed 
summary  for  the  month  of  June,  for  six  months,  and  for  the  fiscal  year : 


1874.  1875.  1876. 

In  June 17,899,243x7  ..  16,656,46206  ..  $6,619,73525 

Add  5 months 48,988,610  10  ..  47,284,772  28  ..  43,211,461  68 


Six  months $56,887,853  *7  ••  $53»94»,»34  34  ••  $49, 8311196  93 

Fiscal  year 1x0,423,272  32  ..  108,154,668  50  . 101,278,545  78 


For  the  fiscal  year  ending  Jtrne  30,  1873,  the  total  cash  duties  received 
here  amounted  to  $ 126,374,609,  which  shows  a decrease  from  that  point  of 
over  twenty-five  million  dollars  per  annum. 

Foreign  exchange  has  been  rather  more  firm,  and  closes  flat  at  4.88^  for 
bankers’  sixty-days*  bilk  on  London,  and  at  4.87  for  sixty-days*  commercial  ster- 
ling Cable  transfers  are  4.91  Exchange  on  Paris  is  quoted  at  5.16X  for 

* Outstanding  greenbacks. 
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sixty-days  and  613^  for  sight  bills.  To  throw  some  light  on  the  proba- 
ble movements  of  the  foreign  exchanges  in  the  early  future.  The 
Bureau  of  Statistics  has  compiled  an  estimate  of  the  aggr^ate  gold  val- 
ues of  the  imports  and  exports,  specie  omitted,  for  the  year  ended  June  30. 
Including  in  the  exports  the  value  of  the  foreign  goods  re-exported,  amounting 
to  from  fourteen  to  seventeen  million  dollars  a year,  the  imports  and  exports 
for  the  last  six  years  compare  as  follows : 

rear.  Imports.  Exports. 

1871 $530,233,684  ..  $442,820,178 

*872 626,595,077  ..  444,177,586 

*873 642,136.210  ..  522,479,317 

1874  567,406,343  ..  586,383,040 

1875  533.005,436  ..  513,441,7x1 

1876  460,000,000  ..  536,000,000 

Total $ 3.349.366,749  . . $3,045,201,832 


These  figures  have  a certain  effect  in  elucidating  the  tendency  of  the  foreign 
exchanges  though  they  constitute  of  course  a small  part  only  of  the  data  need- 
ful for  that  purpose,  and  their  interpretation  is  often  attempted  by  persons  who 
wholly  misunderstand  the  kind  and  degree  of  information  to  be  deduced  from 
them. 

Our  usual  summary  of  the  import  and  export  movements  at  New  York  is 
embraced  in  abstract  which  will  be  found  upon  page  157  of  this  number. 


DEATHS. 

At  Brookline,  Mass.,  on  Monday,  April  10,  1876,  aged  sixty-five  years, 
YTilliam  R Towne,  Cashier  of  the  Souhegan  National  Bank  of  Milford,  N.  H. 

At  Albany,  N.  Y.,  on  Monday,  July  10,  aged  eighty  years,  Ezra  P.  Pren- 
tice, formerly  President  of  the  National  Commercial  Bank  of  Albai^y. 

At  Brooklyn,  N.  Y.,  on  Sunday,  July  16,  aged  forty-three  years,  J.  H.  L. 
Morford,  Cashier  of  the  National  Currency  Bank  of  New  York  City. 

At  Lake  Mahopac,  N.  Y.,  on  Saturday,  July  i$,  aged  thirty-two  years, 
Frederic  K Lathrop,  Assistant  Cashier  of  the  Fourth  National  Bank  of  New 
York  City. 

At  Ann  Arbor,  Mich.,  on  Friday,  July  14,  aged  seventy-four  years,  Ran- 
som S.  Smith,  President  of  the  Ann  Arbor  Savings  Bank. 

At  Palmyra,  N.  Y.,  on  Thursday,  July  20,  aged  sixty-seven  years,  George 
W.  CUYLER,  President  of  the  First  National  Bank  of  Palmyra. 
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CONGRESS  AND  THE  SILVER  QUESTION. 

As  Congress  has  appointed  a special  committee  of  thr^e 
members  of  each  House,  to  inquire  and  report  upon  the  sil- 
ver and  currency  questions,  we  may  hope  that  a mass  of  in- 
formation will  be  gathered,  which  will  enable  our  people  to 
discuss  with  more  intelligence  and  precision,  the  various  topics 
that  have  the  chief  practical  importance  for  the  solution 
of  the  silver  difficulty.  The  mines  of  this  country  now  pro- 
duce more  silver  than  those  of  all  the  rest  of  the  world. 
Our  first  duty  therefore  will  clearly  be  to  find  out  whether 
the  consumption  of  silver  is  likely  to  continue,  or  to  suffer 
any  notable  changes.  From  time  immemorial,  there  has  been 
a good  demand  for  silver  in  Europe,  and  a much  larger  de- 
mand in  Asia  and  the  Orient.  Indeed,  so  great  has  been 
the  absorbing  power  of  the  Eastern  markets  for  silver,  that 
until  lately,  no  one  seems  to  have  entertained  the  slightest 
fear  that  this  ancient  outlet  for  silver  would  ever  be  closed 
up  or  seriously  limited.  Within  a few  months,  however,  the 
theory  has  been  current  in  London,  that  a revolution  was 
coming,  and  that  India  would  cease  to  absorb  silver  as  freely 
as  heretofore.  This  theory  was  devised  and  promulgated,  in 
all  probability,  by  the  speculators  who  are  said  to  have  made 
large  gains  by  depressing  the  market.  However  this  may  be, 
they  had  it  all  their  own  way  till  the  price  of  silver  fell  to 
forty-seven  pence  an  ounce,  when  two  facts  began  to  be  per- 
ceived, which  had  not  previously  attracted  notice.  One  of 
these  was,  that  silver  was  very  scarce  for  delivery.  Some 
time  ago,  we  called  attention  to  this  scarcity,  which  is  des- 
tined perhaps,  to  produce  more  active  movements  in  the  price 
la 
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of  silver  than  have  been  yet  developed.  Who  are  the  parties 
that  have  been  buying  up  and  obtaining  control  of  the  limited 
supply  of  silver  in  market  has  not  transpired.  Until  more  is 
known,  it  will  be  plainly  impossible  to  measure  the  force  of 
this  new  influence  which  has  begun  to  operate  on  the  prices; 
especially  as  the  advance  in  the  silver  market  is  due,  in 
part,  to  a multitude  of  other  causes.  The  second  fact  to 
which  we  referred  is,  that  the  available  supplies  of  silver 
from  Germany  and  elsewhere  had  fallen  far  short  of  expecta- 
tion. This  was  confirmed  in  part  by  the  report  of  Mr. 
Goschen’s  committee,  and  by  a letter  from  the  agent  of  the 
German  Government  in  London.  This  gentleman,  Mr.  Pietsch, 
states  that  the  whole  amount  of  silver  put  on  the  market  by 
the  Imperial  Government  of  Germany,  has  not  exceeded  two 
to  three  millions  sterling  a year,  and  that  the  present  availa- 
ble stock  is  but  300,000  to  400,000,  and  is  not  likely  at 
any  time  to  accumulate  excessively,  as  the  old  silver  coinage 
is  coming  in  for  redemption  very  slowly.  Mr.  Pietsch  also 
says,  that  the  total  surplus  silver  available  in  Germany  for 
sale,  will  not  exceed  seven  and  a half  millions  sterling  al- 
together. A copy  of  this  letter  will  be  found  on  another 
page,  and  it  will  be  read  with  the  more  interest,  as  it  seems 
to  have  done  so  much  to  moderate  the  excessive  pressure  of 
the  silver  panic  in  London. 

Other  facts  which  helped  to  allay  the  excitement  were 
soon  forthcoming.  It  was  stated  that  one  of  the  most  ur- 
gent reasons  for  the  fall  in  silver  was  the  sale  of  bills  on 
India  by  the  British  government.  These  bills  were  forced 
on  a market  reluctant  to  receive  them,  and  their  amount 
was  greater  last  year  than  usual.  This  excessive  sale  of 
government  bills  on  India  is  probably  temporary,  but  its 
effects  on  the  silver  market  have  been  very  conspicuous. 
We  have  no  report  of  the  aggregate  for  the  last  six  months, 
but  that  of  the  year  1875  compares  as  follows  with  those 
of  the  previous  nine  years.  It  shows  that  the  average  sale 
of  bills  on  India  by  the  British  government,  from  1866  to  1874, 
was  ^39,100,000,  while  the  sales  for  1875  were  $81,500,000, 
or  more  than  double: 


BILLS  ON  INDIA  SOLD  BY  THE  BRITISH  GOVERNMENT,  1866-1875. 


Vrars. 

Silver  sent 
to  the 
East. 

Gov't  bills 

on 

India. 

Imports  of 
silver  into 
Gt.  Britain. 

Silver 
coined  in 
Gt.  Britain. 

Av.  price 
silver  in 
London. 

1866  . 

$ 11,800,000 

• •3S.ooo.«» 

. $S3.9<»i«>«> 

$ 2,450,000 

P.  oz.  pence. 

. 6iyi 

1867  . 

3,200,000 

. 28,050,000 

40, 100,000 

950,000 

. 60 

1868  . 

8,150,000 

. 20,700,000 

. 38*550*000 

1,500,000 

. 60 

1869  . 

11,800,000 

. 18,500,000 

• 33*650,000 

850,000 

• 60,^5 

1870 

7,900,000 

. 34*900*000 

. 53,250,000 

1,650,000 

■ 

1871  . 

18,500,000 

. 42,200,000 

. 82,600,000 

3,500,000 

. 6oK 

1872  . 

28,250,000 

. 51,050,000 

• 55*750,000 

6,200,000 

6cyfis 

*873  • 

12,500,000 

. 69,700,000 

. 61,500,000 

5,400,000 

■ S8X 

1874  . 

35,150,000 

. 51,800,000 

. 59,000,000 

4,450,000 

• 

187s  . 

18,550,000 

. 81,500,000 

. 47,500,000 

2,950,000 
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It  is  generally  acknowledged  that  the  forcing  upon  the 
market  of  so  excessive  an  amount  of  India  bills  has  been  a 
prominent  cause  of  the  depression  of  silver  in  London.  The 
question  is,  whether  the  excess  is  likely  to  be  continued.  It 
is  singular  that  so  little  attention  has  been  g^ven  to  this 
point.  Almost  all  the  English  writers  treat  the  silver  panic 
as  if  it  was  the  result  of  a permanent  arrest  of  the  current 
of  silver  to  the  Orient.  Even  Mr.  Goschen's  committee  has 
made  the  mistake  of  leaving  this  important  question  in  too 
much  obscurity.  The  Congressional  committee  will  no  doubt 
give,  in  their  report,  such  a clear  view  of  the  facts  as  to  re- 
fute some  of  the  errors  which  prevail  on  this  subject  in  the 
United  States.  It  is  of  the  highest  importance  for  us  to  dis- 
tinguish the  permanent  forces,  which  are  now  acting  on  the 
silver  market,  from  the  forces  that  are  not  permanent. 

In  England,  France,  Switzerland,  Germany,  and  other  coun- 
tries, similar  investigations  are  being  made  both  by  indepen- 
dent inquirers  and  by  official  authority.  But  there  is  this 
difference.  The  inquiry  proposed  by  Congress  is  much  broader 
in  its  scope,  and  the  report  of  our  committee  ought  therefore, 
to  be  more  comprehensive  and  complete  than  any  of  the 
foreign  reports  hitherto  published.  Among  the  wide  range  of 
questions  which  our  committee  have  to  investigate,  we  may 
mention  two  or  three  which  are  of  grave  importance,  and 
are  second  only  to  the  silver  question  itself.  There  is,  for 
instance,  the  question  of  the  double  standard.  The  committee 
are  instructed  to  inquire  into  the  reasons  for  and  against  the 
revival  of  the  double  standard,  and  into  the  relative  propor- 
tion of  the  values  of  the  two  metals.  It  is  thus  incumbent 
upon  them  to  find  out  whether  gold  has  not  appreciated  in 
value;  and  if  so,  to  what  extent,  and  during  how  many  years 
the  appreciation  has  taken  place.  The  evidence  seems  to 
point  to  the  year  1870  as  the  approximate  period  when  the 
new  movement  of  appreciation  in  gold  began.  If  this  view 
is  correct,  then  the  old  movement  of  depreciation  of  gold, 
which  began  about  1850,  continued  twenty  years.  Some  au- 
thorities estimate  this  depreciation  at  twenty  per  cent.  On 
this  theory,  the  extent  to  which  gold  depreciated  in  conse- 
quence of  the  new  Australian  and  Californian  supplies, 
averaged  one  per  cent,  a year.  If  the  reaction  since  1870, 
had  proceeded  at  the  same  rate,  gold  would  have  recovered 
nearly  one-third  of  the  value  it  had  lost.  But  the  movement 
has  probably  been  much  more  rapid,  for  several  reasons.  The 
German,  French,  English,  and  other  European  Governments 
are  all  accumulating  gold  with  great  rapidity.  Since  1874,  the 
chief  banks  of  Europe  have  locked  up  nearly  160  millions  of 
dollars,  and  their  accumulations  of  gold  are  still  increasing. 
The  subjoined  table  shows  the  present  stock  of  specie  held 
by  these  banks  compared  with  that  of  the  same  date  in  1874: 
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specie  in  the  chief  banks  of  EUROPE,  AUGUST,  1874  AND  1876. 


1876.  >874. 

Bank  of  England ;^3o»o37>ooo  ••  22,478,000 

Bank  of  France 83,508,000  ..  49,996,000 

Bank  of  Gerpiany 26,669,000  . . 35,447,000 

Bank  of  Austria 13,600,000  ..  i4,375>oco 

Bank  of  Belgium 5,464,000  . . 4,028,000 


£ 159,278,000 


£ 126,324,000 


From  these  figures  it  appears  that  an  unprecedented  effort 
is  making  in  Europe  to  lock  up  gold,  so  that  the  accumu- 
lation is  1 60,000,000  sterling,  or  ^800,000,000,  one-third  of 
which  has  been  locked  up  in  the  last  two  years.  It  is 
easy  to  see  that  this  accumulation,  which  is  so  formidable 
in  its  magnitude,  must  have  had  considerable  influence  in 
aiding  the  appreciation  of  gold.  But  this  is  only  one  of  a 
number  of  forces  which  have  tended  to  accelerate  the  up- 
ward movement.  The  rapidity  with  which  the  colossal  ne- 
gotiations were  conducted  for  the  payment  of  the  French 
indemnity,  and  the  adoption  of  a gold  standard  by  the  em- 
pire of  Germany,  have  done  much  to  aid  the  perturbation 
in  the  movements  of  gold  in  Europe.  Moreover,  it  is  pointed 
out  as  one  of  the  numerous  proofs  of  the  appreciation  of 
gold  that  general  prices  have  fallen,  and  that  almost  all 
the  commodities  known  to  commerce  have  receded  in  their 


gold  price  since  1870,  just  as  previous  to  that  period  the 
gold  prices  of  such  commodities  advanced.  Finally,  it  is 
urged  that,  as  gold  is  thus  fluctuating,  it  is  no  more  fit 
to  be  the  exclusive  standard  of  value  than  is  the  single 
metal,  silver.  From  all  these  arguments  put  together  the 
bi-metalists  contend  that,  although  gold  by  itself  is  not  a 
perfect  standard  of  value,  and  although  silver  by  itself  is 
open  to  still  more  conspicuous  objections,  yet,  we  are 
obliged  to  use  them  both.  These  two  metals  are  the  only 
monetary  standards  known  to  science  and  to  commerce, 
and  we  must  exert  ourselves  to  devise  some  expedient  for 
making  each  metal  correct  the  defects  of  the  other.  Just 
as  human  ingenuity  by  the  compensating  pendulum  makes 
our  chronometers  more  perfect,  so  by  some  compensating 
expedient  gold  and  silver  as  measures  of  value  are  to  be 
combined  into  one  monetary  instrument  of  circulation. 
How  far  this  ingenious  project  is  practicable,  and  under 
what  conditions  there  is  the  most  promise  of  scccess,  is 
one  of  the  questions  which  the  committee  will  find  sur- 
rounded with  much  difficulty.  Besides  these  investigations 
as  to  gold  and  silver,  the  committee  are  instructed  to  re- 
port on  some  important  points  relative  to  currency  reform. 
They  are  to  inquire  whether  Government  notes  should  be 
kept  in  circulation  after  the  restoration  of  specie  payments, 
and  what  are  the  best  expedients  by  which  resumption  can  be 
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facilitated  and  accomplished.  We  shall  recur  to  these  and 
other  topics  prescribed  to  the  committee.  At  present  we  sim- 
ply point  them  out  in  illustration  of  the  difficult  nature,  the 
wide  scope,  and  the  vast  importance,  of  the  work  which  the 
committee  have  to  do. 


THE  BANKS  AND  THE  GREENBACKS. 

BY  DR.  GEORGE  MARSLAND. 

The  opinion  was  formerly  very  general  that  the  National 
unity  was  preserved  by  the  issues  of  greenbacks  under  the  legal - 
tender  law  of  February,  1862,  and  that  the  civil  war  could  not 
have  been  otherwise  carried  on  or  brought  to  a successful 
issue.  It  this  view  be  correct,  there  was  a paramount  necessity 
for  the  paper-money  system,  and  its  evils  must  be  accepted 
as  unavoidable.  This  conclusion,  however,  has  always  been 
rejected  by  a large  body  of  financial  men  in  this  country. 
Our  New  York  Clearing-House  banks  very  early  set  themselves 
in  hostility  to  the  proposed  issues  of  paper  money;  and  to 
prevent  the  necessity  of  resorting  to  so  dangerous  an  expedi- 
ent of  war  finance,  they  organized  a syndicate  soon  after  the 
outbreak  of  the  war.  This  syndicate  comprised  all  the  Clear- 
ing-House banks  of  New  York,  Boston  and  Philadelphia,  and 
during  the  summer  and  autumn  of  1861  it  lent  to  the  Gov- 
ernment nearly  one  hundred  and  fifty  millions  of  dollars.  It 
also,  expressed  its  ability  to  provide  all  the  means  which  the 
Treasury  needed  to  borrow  for  the  efficient  carrying  on  of 
the  war.  Unfortunately,  Mr.  Secretary  Chase  became  dissat- 
isfied with  the  financial  policy  recommended  by  the  syndicate, 
and  threw  their  arrangements  into  confusion  by  the  issue  of 
fifty  millions  of  demand  notes,  under  the  Act  of  17th  July, 
1861.  In  his  report  to  Congress  in  December,  1861,  Mr. 
Chase  stated  that  twenty-four  millions  of  demand  notes  had 
then  been  issued,  and  he  proposed  to  subvert  the  banking 
system  of  the  country,  and  to  establish  a National  banking 
system  in  its  place.  We  learn,  however,  from  Mr.  Spaulding’s 
History,  that  Mr.  Chase  was  prepared  at  that  time  with  no 
well-digested  banking  scheme,  and  that  no  draft  of  bis  pro- 
posed banking  law  had  been  prepared.  The  syndicate  had, 
however,  been  embarrassed  and  weakened.  Mr.  Chase  had 
caused  the  banks  throughout  the  country  to  take  the  alarm. 
He  had  crippled  their  credit  and  their  power  to  help  the 
Government.  The  necessity  was  thus  created  for  the  issue  of 
paper  money,  for  the  negotiation  of  further  loans  had  be- 
come wholly  impossible  through  the  usual  channels.  On  Mr. 
Chase,  therefore,  many  persons  have  charged  the  responsibility 
for  the  subsequent  passage  of  the  legal-tender  law  and  the 
excessive  issues  of  paper  money.  It  was  certainly  his  policy 
that  created  the  necessity  before  which  Congress  and  the 
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country  saw  that  there  was  no  alternative  but  to  issue  paper 
money,  or  to  give  up  the  conflict  with  secession.  It  is  to  be 
regretted  that  this  part  of  the  annals  of  our  war  finance  is 
involved  in  so  much  obscurity.  Much  has  been  written  on 
the  later  movements  of  Mr.  Chase  after  the  legal-tender  law 
had  been  passed.  But  the  earlier  months  of  his  Treasury 
management,  prior  to  the  passage  of  that  law,  has  been  less 
carefully  explored,  though  its  economic  importance  cannot  be 
overestimated.  When  the  history  of  this  preliminary  period 
of  our  war  finance  comes  to  be  written,  we  shall,  perhaps, 
find  that,  while  Mr.  Chase  was  nominally  responsible,  several 
other  leading  statesmen  were  almost  equally  to  blame  for  the 
events  which  culminated  in  the  passage  of  the  legal-tender 
law.  The  time  seems  now  to  be  approaching  when  these 
questions  can  be  explored  and  discussed  with  conspicuous 
advantage  to  the  public  interests.  One  of  the  practical 
points  of  importance  that  meets  us  at  the  threshold  of  our 
investigation  is  as  to  the  ability  of  the  syndicate  to  raise 
all  the  money  required  for  the  war  by  the  methods  which 
they  had  set  on  foot,  and  which  were  copied,  with  some 
needful  modifications,  from  similar  methods  that  had  met 
with  distinguished  success  when  adopted  by  other  countries. 
In  reply  to  this  question,  we  say,  that  the  syndicate  worked 
well  until  its  operations  were  embarrassed  by  the  issue  of 
demand  notes,  contrary  to  the  urgent  remonstrances  repeat- 
edly addressed  to  Mr.  Secretary  Chase,  both  in  this  city 
and  at  Washington.  As  an  illustration  of  the  efforts  that 
were  made  to  prevent  the  suicidal  policy  of  issuing  paper 
money,  we  will  quote  the  following  letter  to  Mr.  Chase, 
from  a leading  member  of  the  syndicate,  the  president  of 
one  of  the  largest  banks  in  this  city.  This  communication 
is  dated  12th  September,  1861,  and  it  offers  authentic  and 
suggestive  evidence  on  most  of  the  questions  we  have  raised. 
It  shows,  first,  that  the  syndicate  were  willing  to  find  all 
the  money  needful  for  the  prosecution  of  the  war.  Sec- 
ondly, that  their  organization  for  the  negotiation  of  securi- 
ties and  the  payment  of  claims  through  the  Clearing 
House  was  efficient  for  the  purpose  intended.  Thirdly, 
that  this  organization  would  have  prevented  that  perilous 
inflation  of  the  currency  which  doubled  the  cost  of  the 
war,  and  inflicted  on  the  country  monetary  trouble  of 
which  we  do  not  even  now  foresee  the  end.  Finally,  it 
proves  that  the  syndicate  was  not  only  willing,  but  deemed 
itself  able,  to  carry  out  the  work  allotted  to  it  of  aiding 
the  Treasury,  however  long  the  war  might  last.  Whether 
the  syndicate  would  have  fulfilled  these  functions,  is  of 
course  open  to  question.  What  is  certain  is,  that  Mr. 
Chase  rejected  the  conditions  on  which  it  relied  for  suc- 
cess. He  would  not  use  the  Clearing  House  for  the  Treas- 
ury payments,  nor  would  he  refrain  from  issuing  the  Gov- 
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eminent  demand  notes,  which  he  began  to  pay  out  loth 
August,  1861,  a few  weeks  prior  to  the  date  of  the  letter 
before  us,  which  is  as  follows  ; 

“When,  in  response  to  your  earnest  appeal,  the  banks 
in  New  York,  Boston  and  Philadelphia,  united  in  an  effort  ^ 
to  supply  the  means  required  to  sustain  the  Government, 
they  were  impelled  to  do  so  by  the  imminent  peril  which 
beset  the  nation,  and  by  the  fact  that,  with  an  exhausted 
Treasury,  large  obligations  already  incurred,  and  still  larger 
rapidly  pressing,  we  had  no  practical  resource  but  the  issue 
of  paper  money,  />.,  promises  to  pay  on  demand,  without 
the  power  to  redeem  them.  To  avert  the  evils  of  an  irre- 
deemable and  constantly  depreciating  paper  currency  thus 
threatened,  whose  consequences  were  clearly  seen  to  involve, 
not  only  the  community,  but  themselves  in  eventual  ruin, 
the  banks  at  once  adopted  a plan  of  organization  for  the 
purpose  of  drawing  out  the  capital  of  the  country,  and 
loaning  it  to  the  Government,  to  be  paid  by  future  reve- 
nues on  the  restoration  of  peace,  enabling  Government  to 
supply  its  necessities  by  obligations  in  the  usual  and  legiti- 
mate form  of  debt  rather  than  by  the  creation  of  fictitious 
money.  To  do  this,  the  banks  in  the  three  cities  have  formed 
themselves  into  a confederation  practically  corresponding  to 
the  Constitution  of  the  Government,  making  together  substan- 
tially one  institution,  for  the  purpose  of  the  National  loan, 
with  an  aggregate  capital  of  one  hundred  and  twenty  millions 
of  dollars,  while  each  bank  as  usual  conducts  its  special  af- 
fairs. By  means  of  this  organization  they  have  secured  the 
power  to  take  promptly  the  first  fifty  millions,  and  by  their 
example  have  gained  for  the  loan  the  confidence  of  the  public, 
and  unless  disturbed  by  apprehensions  of  danger  from  an 
emission  of  paper  money  by  Government  they  will  endeavor 
to  carry  through  the  whole  amount  contemplated  : i.  By 

offering  the  loan  for  sale  to  the  public  at  cost,  for  the  common 
benefit,  thus  preventing  depreciation  by  competition  in  sales 
among  the  various  parties  interested.  2.  By  holding  the  specie 
reserve  in  banks  in  each  city  as  a common  fund,  subject  to  an 
average  distribution  on  its  receding  below  an  agreed  standard. 
Fortunately,  at  this  crisis,  the  financial  position  and  resources 
of  the  country  are  strong  beyond  all  precedent  in  our  history ; 
and  as  compared  with  other  nations  who  have  passed  success- 
fully through  similar  trials,  they  are  fully  equal  to  any  prob- 
able exigencies.  Specie,  already  greatly  exceeding  any  former 
supply,  is  still  flowing  into  the  country.  Our  crops  for  two 
years  have  been  so  abundant  as  to  leave  still  a large  excess 
for  exportation  ; and  exchanges  with  Europe,  yet  in  our  fa- 
vor, are  only  likely  to  turn  against  us  by  some  fatal  error 
in  our  financial  policy.  With  all  these  conditions  favoring 
the  movement,  there  is  every  reason  to  believe  that  the  pro- 
posed plan  will  supply  all  the  means  the  Government  will 
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require.  Why,  then,  should  they  resort  to  any  other  expedi- 
ent ? When  the  proposed  system  of  raising  means  by  the 
banks  was  reported  by  a committee  of  ten,  they  were  almost 
unanimously  in  favor  of  affixing  to  it  a condition  that  Gov- 
ernment should  not  issue  demand  notes.  That  condition  was 
only  yielded  from  a reluctance  to  endanger  or  embarrass 
your  appeal  in  so  solemn  a crisis,  and  because  of  your  re- 
monstrance against  being  compelled  to  give  an  official  pledge 
agaimt  the  use  of  a legal  enactment^  and,  still  further,  because 
of  your  assurance  that  it  would  only  be  resorted  to  when 
other  means  of  raising  money  should  fail.  The  banks,  there- 
fore, feel  the  most  implicit  confidence  that  these  issues  will 
be  confined  to  a very  inconsiderable  sum,  and  not  be  ex- 
tended beyond  a small  amount,  for  which  a specific  specie 
amount  will  be  pledged.  Allow  me  to  express  to  you  some 
of  the  reasons  which  present  themselves  against  the  issue  of 
Government  demand  notes. 

“ I.  It  is  evident  that  we  can  supply  the  means  to  carry  the 
war  successfully  through,  and  without  financial  embarrass- 
ment, so  long  as  exchanges  can  be  kept  generally  in  our  fa- 
vor and  large  coin  exportations  from  the  country  be  pre- 
vented. This  can  be  done  only  by  maintaining  in  our  banks 
and  Government  the  highest  practicable  specie  standard,  rel- 
atively to  other  nations,  and  thus  compelling  commerce  to 
contribute  to  the  expenditures  of  Government  by  purchase  of 
our  surplus  productions,  the  profits  of  which  will  be  absorbed 
by  the  National  loan.  There  are  some  mitigating  circumstances 
even  in  a civil  war.  The  expenditures  are  almost  exclusively 
within  our  own  States,  and  there  are  few  materials  which  are 
not  drawn  from  our  own  industry.  It  can  be  made  substan- 
tially a family  matter. 

“2.  An  expansion  of  currency  is  our  greatest  danger.  By 
emitting  paper  money  the  Government  are,  to  that  degree, 
promoting  the  evils  which  we  have  organized  to  avert. 
Money  is  the  measure  of  prices,  and,  whether  in  coin  or  pa- 
per, an  addition  to  its  volume  tends  to  its  depreciation  as 
compared  with  all  other  material  interests ; or,  what  is  the 
same  thing,  to  an  advance  in  prices.  By  enhancing  prices 
of  our  surplus  products  their  exportation  is  to  that  extent 
prevented.  By  an  increased  price  obtained  for  foreign  goods 
our  specie  currency  is  superseded  by  paper  issues  and  sent 
abroad,  and  we  awake  to  find  the  basis  of  credit,  as  well 
of  Government  as  of  banks,  taken  away. 

‘‘3.  This  result  is  especially  probable  with  Government 
paper,  which  is  supposed  to  possess  superior  value,  and  will 
therefore  be  the  more  readily  substituted  for  coin.  Gov- 
ernment's promises  to  pay  are  certainly  no  better,  while  it  re- 
lies upon  banks  for  means  to  redeem  its  promises,  than  are 
the  notes  of  banks  themselves  secured  by  capital.  They  only 
the  more  readily  promote  expansion,  because  of  the  greater 
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faith  which  the  public  have  in  them.  An  expansion  of  paper 
money  therefore  inevitably  tends,  by  the  enhancement  of 
prices,  to  the  expulsion  of  coin  from  circulation,  and  from  the 
country,  and  the  suspension  of  specie  payments.  Experience 
has  proved  that  such  issues  of  Government  are  not  less  exempt 
from  final  loss  than  those  issued  by  private  corporations. 

‘‘4.  By  an  expansion  of  paper  money  and  the  consequent 
advance  in  prices,  the  cost  of  the  war  and  the  amount  of 
the  National  debt  are  greatly  increased. 

“5.  There  is  also  in  the  expansion  of  paper  money  a 
tendency  to  stimulate  private  credit,  which  in  time  of  war 
is  especially  dangerous.  War  is  exhausting.  It  prevents 
large  surplus  production.  Expansion  of  credit  under  such 
circumstances  has  therefore  few  modifying  influences,  but 
must  sooner  culminate  in  panic  and  disaster.  The  banks  by 
their  organization  are  merely  restricting  their  ordinary  loans, 
and  diverting  them  to  Government  use,  until  they  can  dis- 
tribute the  National  debt  among  the  people,  and  until  in- 
dustry shall  resume  its  wonted  channels. 

“6.  Is  not  the  creation  of  paper  money  a novel  function 
of  Government  in  the  present  age  ? No  leading  nation  now 
directly  exercises  it.  England  and  France  have  confined 
this  power  to  banks  with  special  capitals,  and  independent 
management,  and  under  important  legal  restrictions.  It  cer- 
tainly seems  contrary  to  the  spirit  of  our  Constitution,  and 
is  a total  reverse  of  the  policy  of  our  Government  for  the 
last  fifty  years.  Would  it  not  place  in  the  hands  of  an  ad- 
ministration the  power  to  govern  the  material  interests  of 
the  Nation,  and  to  derange  if  not  to  regulate  prices  at  will  ? 
and  by  an  expansion  or  contraction  of  the  volume  of  money 
in  circulation,  to  change  the  value  of  contracts  between 
citizens  ? Surely,  the  exercise  of  a new  power,  involving 
such  vast  consequences,  will  not  be  entered  upen  without 
the  gravest  consideration. 

“7.  The  issue  of  paper  money  by  Government  engaged 
in  war  is  especially  dangerous,  because  public  confidence  is  lia- 
ble to  sudden  change  by  every  success  or  reverse  of  our 
army.  At  the  very  moment  when  the  Treasury  may  require 
additional  resources  for  the  renewal  of  operations,  or  to  re- 
instate its  position,  it  is  certain  to  be  more  embarrassed  by 
a rapid  return  of  its  demand  notes.  This  effect  was  strik- 
ingly illustrated  on  the  morning  when  the  news  of  the  dis- 
aster at  Bull  Run  reached  New  York.  Before  its  receipt,  the 
Assistant  Treasurer  was  engaged  in  securing  a subscription  for 
Treasury  notes,  under  an  authority  to  issue  five  millions. 
He  could  easily  have  trebled  the  amount,  when  suddenly, 
by  a flash  of  the  telegraph,  the  eager  demand  changed  into 
a more  intense  desire  to  sell,  at  a depreciated  rate,  and  was 
never  renewed.  Government,  surely,  cannot  afford  to  issue 
obligations  liable  to  such  results.  The  Treasury  department 
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would  be  a bed  of  thorns,  when  a single  casualty  might 
involve  it  and  the  Nation  beyond  the  power  of  restitution. 
The  banks  who  have  undertaken  the  loan,  and  all  others 
who  have  purchased  it,  are  equally  interested,  since  a de- 
struction of  Government  credit,  based  upon  loans,  would  be 
equally  and  even  more  fatal  to  their  investment,  which  is 
payable  at  a future  day.  All.  are  therefore  interested  in 
avoiding  a danger  whose  results  are  shared  alike.  Why 
should  Government  voluntarily  incur  a liability  that  might 
impair  its  power  to  place  another  dollar  of  its  loan,  cripple 
the  banks  by  depreciating  the  value  of  that  which  they 
have  assumed,  and,  after  all,  be  driven  to  the  issue  of  an 
irredeemable  currency,  under  more  unfavorable  circumstances 
than  at  first  ? 

“8.  An  expansion  of  the  currency  is  a popular  measure, 
and  especially  seductive,  because  of  its  temporary  stimulating 
effect  upon  prices,  and  the  apparent  prosperity  which  it  en- 
genders. When  the  peril  is  greatest  and  nearest  its  culmina- 
tion there  are  no  striking  signs  of  warning.  Government 
has  no  facilities  for  meeting  such  contingencies.  All  its 
machinery  implies  deliberation  and  forecast,  and  is  inconsistent 
with  the  necessities  which  arise  in  sudden  financial  emergen- 
cies. It  is  comparatively  isolated  in  the  exercise  of  its  func- 
tions, and  does  not,  like  the  banks,  so  pervade  society  as  to 
feel  those  delicate  indications  of  danger,  which  financial  ex- 
perience only  can  comprehend. 

‘‘  9.  Having  commenced  to  raise  the  requisite  means  by 
loans  through  the  medium  of  banks,  it  is  for  the  interest  of 
all  that  government  should  avoid  any  new  financial  expedi- 
ents that  will  disturb  the  usual  current  of  business.  Banks 
as  now  organized,  are  supplying  the  needful  increase  as  far 
as  practicable.  Indeed,  the  danger  is  always  in  the  direction 
of  over  issue.  The  government  issues  are  not  proposed  as  a 
substitute  for,  but  an  addition  to  those  of  the  banks;  thus 
powerfully  accelerating  the  speed  with  which  the  country  tends 
towards  danger,  and  all  this  during  a feeble  condition  of  busi- 
ness, which  requires  less  rather  than  more  of  the  medium  of 
exchanges.  So  far  as  the  proposed  issues  of  Government  are 
a substitute  for  those  of  banks,  it  is  depriving  them  of  the 
means  on  which  they  rely  to  carry  successfully  through  the 
Government  loan.  It  is  unquestionably  the  true  interest  of 
the  Government  to  extend  the  maturity  of  its  every  financial 
engagement  beyond  the  continuance  of  the  war.  Why  then 
should  it  occupy  the  very  position  by  which  the  banks  ex- 
pect to  enable  it  to  do  so  ? Besides  this,  as  the  banks  must 
supply  the  coin  basis  for  the  Government  notes,  it  is  substan- 
tially an  increase  of  their  circulation  without  their  ability  to 
control  it.  And,  as  the  banks  must  largely  expand  their 
credit  to  meet  their  engagements  to  Government,  they  will 
necessarily  require  that  the  specie  reserve  should  not  remain 
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locked  up  in  the  vaults  of  the  treasury,  but  return  to  their 
own,  with  the  least  possible  delay.  If  Government  with- 
draw the  coin  as  a basis  for  its  issues,  while  the  banks  are 
thus  also  expanded,  it  is  evident  that  both  fabrics  must  rest 
on  the  same  foundation,  and  cannot  stand. 

10.  If  an  expansion  of  the  circulating  medium  should  be- 
come necessary,  it  is  better  that  banks  which  invest  in  the 
loan  should  supply  it,  because  they  issue  a paper  of  superior 
value,  combining  both  their  own  capital  and  credit,  and  that 
of  the  Government.  And  also,  because  the  demand  for  the 
loan  so  created,  is  of  vastly  greater  service  to  the  nation,  by 
sustaining  its  credit  and  the  price  of  its  stock.  They  thus 
enable  it  to  obtain  money  at  the  lowest  rate,  economising  the 
cost  of  the  war,  and  give  to  the  National  loan  a tone  and 
character  at  home  and  abroad.  During  the  twenty  years  of 
war  in  which  England  was  engaged,  from  1797  to  1817,  with 
a population  considerably  less  than  that  of  the  Eastern  States, 
her  National  debt  swelled  to  the  incalculable  sum  of  four 
thousand  three  hundred  million  dollars.  The  burthen  was 
doubly  aggravated  from  the  fact  that  the  average  price  of 
consols  for  the  whole  period,  was  about  sixty-one  per  cent., 
and  that  payable  in  a paper  currency  depreciated  from  ten  to 
twenty  per  cent,  below  the  gold  standard.  Surely  no  consid- 
erations of  fancied  convenience  should  tempt  us  to  incur  the 
hazard  of  a similar  state  of  things.  In  case  the  Government 
attempts  to  supply  not  only  a credit  fund  for  the  investment 
of  the  National  savings,  but  at  the  same  time  furnish  a Na- 
tional paper  currency,  is  it  not  plain  that  a suspension  of 
specie  redemption  by  it  would  inflict  a depreciating  currency 
upon  the  community,  which  the  banks  would  be  compelled 
to  receive  in  payment  of  debts,  thus  increasing  the  amount 
of  government  obligations  in  their  hands,  impairing  the  value 
of  their  previous  investment  in  the  three  years  loan,  and  forc- 
ing them  also  to  suspend?  In  that  case  our  Government  se- 
curities at  once  cease  to  attract  capital  from  abroad,  and  our 
power  of  immediate  National  restoration  is  gone.  Rather 
than  this,  it  would  be  safer  for  the  banks  to  suspend,  and 
that  the  Government  be  preserved  superior  to  all  its  sub- 
jects, its  character  and  credit  maintained,  as  a basis  for 
reconstruction.  But  bank  paper  is  not  liable  to  so  great  ex- 
pansion as  government  paper.  It  is  limited  by  law,  by  se- 
curities pledged  for  its  redemption,  by  public  vigilance  and 
apprehension.  Government,  on  the  contrary  is  all  controlling, 
and  commands  the  unbounded  confidence  of  the  people,  moral 
power  to  compel  its  circulation,  and  no  experience  to  govern 
its  action.  The  law  has  limited  its  first  issue  to  fifty  millions, 
which  would  be  an  addition  of  about  one-third  to  the  paper 
circulation  of  the  loyal  States.  Should  this  experiment  meet 
a temporary  success,  it  would  doubtless  be  increased  at  the 
December  session.  By  that  time  all  the  fancied  good  and  little 
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of  the  real  evil  will  have  been  developed.  It  is  therefore  all- 
important  that  correct  public  sentiment  be  previously  aroused 
and  distinctly  expressed.  The  plan  so  wisely  adopted  for 
supplying  the  treasury  by  distributing  the  loan  through  the 
medium  of  the  banks,  is  meeting  a success  exceeding  all  rea- 
sonable expectations.  Even  before  the  notes  are  ready  for 
delivery  the  public  are  flocking  to  the  treasury  with  their 
money  to  purchase  them.  The  banks  have  responded  in  coin, 
without  inconvenience  to  the  drafts  upon  them,  and  they  find 
that  with  the  large  disbursements  of  Government,  the  specie 
necessarily  and  rapidly  returns  to  them,  having  stimulated 
the  industry  of  the  people  in  its  passage.  The  capital  of  the 
nation  is  being  absorbed  in  the  loan,  and  there  are  the  most 
encouraging  signs  that  this  will  continue  in  accelerated  ratio. 
All  classes  of  society,  from  highest  to  lowest,  are  zealous  in 
their  praises  of  the  stock,  and  the  doubts  and  apprehensions 
respecting  the  stability  of  the  nation,  which  before  so  gener- 
ally prevailed,  have  in  a great  measure  ceased.  All  this  is 
well  enough,  why  not  let  well  enough  alone?" 

For  several  reasons  this  letter  merits  a prominent  place 
among  the  documents  illustrative  of  an  important  and  critical 
period  in  our  war  finance.  Unlike  most  of  the  letters  on 
such  subjects  which  have  been  published  during  the  last  fif- 
teen years,  it  deals  very  sparingly  in  theories,  in  dogmatism, 
or  in  vague  generalizations.  It  is  a practical  letter,  and  the 
best  proof  of  its  value  is  that  the  scheme  it  recommends  ac- 
tually raised  for  the  Government  the  only  large  sum  of 
money  which  was  borrowed  legitimately  in  specie  during  the 
war.  Secondly,  it  is  important  because  of  the  evidence  it 
supplies  that  the  war  could  have  been  conducted  without 
paper  money,  and  without  any  suspension  of  specie  pay- 
ments. The  associated  banks  constituting  the  Syndicate,  held 
sixty  millions  of  specie,  and  their  experience  with  the  first 
fifty  millions  of  the  loan  proved  that  all  the  specie  they  paid 
out  returned  to  them  within  the  space  of  two  or  three  weeks. 
The  settlement  of  the  “Trent  " difficulty  was  favorable  to  the 
sale -of  our  bonds  in  Europe,  and  the  foreign  exchanges  were 
in  a condition  which  promised  financial  stability.  In  pres- 
ence of  these  and  many  other  auspicious  circumstances,  Mr. 
Chase  certainly  assumed  an  immense  burden  of  responsibility 
when  he  refused  the  two  conditions  which  experience  showed 
to  be  indispensable  to  the  maintenance  of  specie  payments. 
These  two  conditions  were,  the  use  of  the  Clearing  House  as 
a medium  of  payment  conformable  to  the  law  passed  for 
that  purpose  in  August,  i86i,  and  the  refusal  to  issue  de- 
mand notes  or  any  other  form  of  paper  money;  there  is 
reason  to  believe  that,  in  after  years,  Mr.  Chase  was  con- 
vinced, when  it  was  too  late,  that  this  was  the  great  mistake 
of  his  whole  career.  With  characteristic  spirit  he  refused  to 
shift  the  blame  to  the  shoulders  of  other  persons,  who,  as  we 
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now  know,  were  also  blameworthy  in  the  matter.  What  Mr. 
Chase  did,  however,  was  to  point  with  much  satisfaction  to 
those  parts  of  his  reports  in  which  he  warns  Congress  of 
the  perils  of  paper  money.  From  the  bench  of  the  Supreme 
Court,  he  quoted,  as  Chief  Justice,  on  a memorable  occa- 
sion, the  emphatic  statement  in  his  report  of  December,  1861, 
above  referred  to,  in  condemnation  of  the  policy  of  paper 
money.  We  have  no  desire  to  investigate  the  question  as  it 
affects  Mr.  Chase  personally,  bnt  the  truth  of  history  re- 
quires even  his  friends  to  admit  that  while  deprecating  the 
evil,  and  pointing  out  the  mischiefs,  of  paper  money,  he 
adopted  a course  which  led  the  country  into  it. 


THE  GROWTH  OF  MUNICIPAL  DEBTS. 

The  rapid  increase  of  material  wealth  and  productive  power, 
has  been  attended  during  the  last  thirty  years  by  an  unex- 
ampled increase  of  private  and  corporate  expenditure.  Hence, 
much  attention  has  been  given  for  some  years  past,  in  this 
country  and  abroad,  to  the  subject  of  municipal  debts.  The 
temptations  to  municipal  extravagance  are  no  longer  so  strong 
as  they  once  were,  and  various  circumstances  are  keeping  it 
in  check.  The  recent  municipal  trouble  at  Chicago,  notwith- 
standing the  injury  it  has  inflicted  on  the  credit  of  that  city, 
and  on  municipal  obligations  generally,  has  at  least  the 
merit  of  fixing  the  public  mind  upon  some  important  aspects 
— the  controversy  on  municipal  debts — and  of  putting  in  a 
clear  light  the  more  prominent  abuses  connected  with  them. 
Few  persons  who  have  not  given  to  this  controversy  special 
attention,  are  aware  of  the  vast  pressure  of  these  debts  in  the 
resources  of  our  people.  The  subjoined  table  shows  the 
amount  of  the  debts  of  the  chief  cities  of  the  United  States 
with  the  sinking  fund  deducted: 


municipal  debts  of  chief  cities  in  the  united  states. 


Assessed  vaiuaiion. 

Debt. 

Ratio  to 
valuaiion. 

Debt  per 
head. 

Tax  rate 
per  $ i,cxx>. 

New  York 

$1,100,943,700 

$116,773,724 

10.60  . 

$ 126  00 

. $29  2$ 

Buffalo.... 

39.968,105 

7,264,291 

18.62 

60  50 

• 35  55 

Toledo 

19. 798. 580 

3.556.754 

17.90  . 

111  10 

• 44  40 

Brooklyn  

2*5.  >76.755 

35  031,263 

*5-55  • 

88  00 

• 34  10 

St.  Louis. 

160,125.700 

17.345.000 

10.77  . 

55  50 

. 20  00 

Baltimore 

23I»503»*29 

24,325,417 

10.50  . 

90  00 

. 18  00 

Cincinnati 

184,498.585 

19,234,000 

10.42  . 

92  00 

28  82 

Philadelphia... 

595.4«3.478 

59,686,223 

10.00  . 

88  CO 

21  50 

Cleveland 

73.205.377 

6,386.900 

8.72  . 

67  20 

. 18  15 

Newark. 

104,419.098 

8,698,000 

8.23  . 

82  00 

19  80 

Detroit 

27.774,630 

2,282,900 

8.22  . 

22  50 

. 39  20 

Chicaga 

303,705.140 

24,323,196 

8.00  . 

61  10 

18  00 

Pittsburgh 

172,834.169 

12,980,617 

7.51  . 

92  00 

Providence.... 

122,024,100 

7,757,400 

6.36  . 

77  50 

. 14  50 

Boston  

793»  767,900 

27.082,778 

3-58  . 

82  00 

12  66 

San  Francisca 

264,229,444* 

3,441,000 

1.32  . 

22  90 

21  00 
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There  is  every  indication  that  we  are  approaching  the 
close  of  the  great  period  of  expansion  which  has  stimulated 
the  desire  and  the  ability  in  this  country  to  create  municipal 
debts  with  such  lavish  facility.  Still,  it  does  not  seem  quite 
clear  what  means  are  proper  in  some  of  our  larger  cities,  to 
put  an  effectual  check  upon  municipal  extravagance.  There 
are  numerous  obstacles  in  the  path  of  reform;  and  how  they 
are  to  be  surmounted  is  a difficult  question.  The  rapid  pro- 
gress of  this  mischievous  tendency  of  municipal  governments 
to  run  into  debt,  may  be  illustrated  by  the  history  of  the 
largest  of  these  debts,  that  of  the  city  of  New  York.  Our  net 
debt,  after  deducting  the  sinking  fund,  has  been  chiefly 
created  since  the  war.  Its  aggregate  is  now  nearly  four  times 
as  much  as  in  1865,  as  will  be  seen  from  the  following  table: 


Ratio  oj 


Year. 

Valuation. 

Net  Debt. 

Debt  to  Vat 

1830 

$ 125,288,518 

$ 774.556 

i«35 

218,723,703 

902,535 

41 

1840 

253»233»5*7 

>0,775,386 

4-25 

184s 

239.995»5i7 

18,629,581 

5-67 

1850 

286,161,816 

12,205,176 

1855 

486,998,278 

15,024,419 

3 58 

i860  . 

576,631,706 

18,901,440 

3-21 

1861 

581,581,971 

20,087,301 

3-45 

1862 

S7«.972.435 

21,695,506 

3.78 

1863 

594,154.543 

26,185.190 

4*40 

1864 

634,094.940 

33.769.601 

532 

1865 

608,827,85s 

35,973.597 

5-91 

1866 

736,989.908 

33.654,683 

456 

1867 

831,836,513 

32,914,421 

3-95 

1868 

908,436,527 

35.983,647 

396 

18^ 

965,326,614 

47,791,840 

4.95 

1870 

1,047,388,449 

73.373,552 

7.05 

1871 

1,076,249,483 

88,369,386 

1872 

1,104,098,087 

95,582,153 

8.60 

1873 

1,129,291,023 

106,363,471 

9-40 

1874 

1,154,029,176 

115,187,969 

9-97 

1875 

1,100,943,700 

116,773,724 

luattoi 


One  of  the  financial  problems  of  popular  governments  has 
always  been  to  devise  means  to  stop  the  rapid  accumulation  of 
debt.  The  first  bonded  debt  incurred  by  this  city  was  author- 
ized by  an  Act  of  the  Legislature,  June  8,  1812,  to  meet  the 
‘‘great  expenses  incurred  in  the  erection  of  buildings  and 
wharves,  and  for  the  purpose  of  carrying  into  operation  the 
plan  for  laying  out  the  said  city  into  streets,  avenues,  and  pub- 
lic squares.”  A public  loan  of  $900,000  was  therefore  author- 
ized, as  “ a permanent  arrangement  of  the  finances  of  the  city.” 
In  the  year  1820,  an  additional  6 per  cent,  loan  of  $400,000 
was  authorized,  and  it  was  followed  by  another  of  $700,000 
in  1825,  most  of  the  prior  debt  having  been  meanwhile  paid 
off.  The  aggregate  outstanding  debt  in  1829  was  $889,639, 
and  it  was  further  reduced  to  $774,555  in  1830,  and  to 
$741,913  in  1831.  The  next  increase  was  for  the  introduc- 
tion of  the  Croton  water,  and  the  authorizing  Act  required 
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the  approval  of  the  Common  Council  of  the  report  of  a 
special  commission,  but  a subsequent  ratification  by  popular 
vote;  the  amount  authorized  was  $2,500,000.  If  similar  pre- 
cautions had  been  used  to  prevent  the  increase  of  debts  in 
all  our  large  cities  during  the  last  ten  years,  a large  amount 
of  our  existing  municipal  obligation  would  never  have  been 
incurred.  We  repeat  that,  among  the  minor  financial  problems 
of  the  day,  some  of  the  most  pressing  and  vital  arise  out  of 
municipal  debts,  and  the  dangerous  facilities  which  exist 
for  their  increase. 


CLEARING  METHODS  AND  THEIR  LEGAL 
RECOGNITION. 

As  we  are  compiling  the  statistics  of  the  Clearing  Houses 
in  the  United  States  and  elsewhere,  we  shall  be  glad  if  our 
readers  who  are  in  possession  of  information  as  to  the  clearing 
methods  in  use  abroad,  or  in  this  country,  would  communicate 
to  us  any  facts  illustrative  of  this  interesting  subject.  We 
find  in  the  London  Bankers'  Magazine  for  August  a law  case, 
the  report  of  which  incidentally  throws  light  on  the  clearing 
methods  adopted  in  New  Zealand.  There  is  no  Clearing 
House  there,  but  the  banks  have  adopted  the  system  used  at 
Edinburgh  in  Scotland.  The  suit  in  question  originated  at 
the  town  of  Dunedin,  and  the  daily  exchanges  of  the  banks 
there  are  stated  at  80,000  to  ^100,000.  There  are  two  ex- 
changes per  day  from  9 to  10  a.  m.,  and  the  other  from 
12  to  I p.  m.  The  system  is  said  to  have  continued  for  many 
years,  and,  as  will  be  seen,  it  is  fully  recognized  by  the 
courts  of  law.  To  illustrate  this,  we  will  give  a brief  account 
of  the  case,  which  is  somewhat  unique.  A customer  of  the  Co- 
lonial Bank  of  New  Zealand  drew  a check  on  that  bank  and 
paid  it  to  a lady  who  conducted  a school  in  the  city  of 
Dunedin,  in  settlement  of  a debt.  The  schoolmistress  paid 
the  check  into  another  bank  where  she  kept  an  account. 
This  institution,  which  is  called  the  National  Bank,  sent  the 
check  in  question  with  its  exchanges  to  the  Colonial  Bank 
on  the  same  day.  Unfortunately,  however,  these  exchanges 
were  not  handed  in  till  2.10  p.  m.,  instead  of  being  sent 
from  12  to  I p.  m.,  as  the  custom  of  the  banks  require. 
The  Colonial  Bank  refused  to  receive  the  exchanges,  for  the 
sole  reason  that  they  were  too  late.  But  the  exchange 
clerk  said  his  orders  were  to  leave  the  checks,  and  he  left 
them  on  the  counter,  under  a protest  from  the  clerk  of 
the  Colonial  Bank,  who  was  ordered  not  to  recognize  the  docu- 
ments as  properly  in  his  hands.  At  a later  hour  the  clerk  of 
the  National  Bank  returned  and  took  the  checks  to  the  ledger- 
keeper,  and  asked  him  to  mark  them  for  the  clearing. 
This  request  was  refused  on  the  ground  that  the  checks  were 
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too  late  for  that  day’s  clearing,  and  must  go  over  to  that  of 
the  next  day.  A third  application  to  the  accountant  of  the 
bank  elicited  a similar  refusal.  On  this  the  National  Bank 
sent  notices  of  dishonor  to  several  persons,  and  reserved  the 
rest  of  the  exchanges  for  the  next  day’s  clearing,  when  they 
were  paid.  Among  the  notices  of  dishonor  one  was  sent  to 
the  schoolmistress,  who  was  very  much  excited  by  the  mes- 
sage, which  she  probably  understood  very  imperfectly,  and 
attached  to  it  some  vague  notions  of  stigma  or  perhaps  of 
personal  insult.  However  this  may  be,  her  excitement  seems 
to  have  communicated  itself  to  the  social  circles  in  which 
she  and  her  debtor  moved.  The  latter  gentleman  went  to 
his  lawyer,  and  after  a brief  and  unsatisfactory  correspond- 
ence with  the  bank  brought  the  suit  for  libel,  and  got  a ver- 
dict of  proved  that  he  had  funds  in  the  Colonial 

Bank  to  meet  his  check;  that  the  check  would  have  been 
paid  if  presented,  and  that  there  was  no  truth  in  the  writ- 
ten notice  of  the  National  Bank  that  the  check  had  been 
presented  and  dishonored. 

Clearly,  it  was  essential  that  he  should  prove  that  the 
presentation  of  his  check,  with  a bundle  of  other  docu- 
ments too  late  for  the  exchanges  of  the  day,  did  not  amount  to 
a legal  presentation  for  payment.  If  the  check  was  never 
legally  presented  by  the  National  Bank  it  was  not  legally 
refused  by  the  Colonial  Bank.  Consequently,  it  was  not  a 
dishonored  check,  and  the  written  statement  of  dishonor  was 
a libel.  Being  written  falsely,  the  law  implied  malice,  and 
gave  damages  either  nominal  or  substantial,  as  the  jury 
might  decide.  The  chief  question  which  interests  us  in 
this  case  is  as  to  what  constitutes  legal  presentation  of  a 
check  for  payment.  The  Court  set  this  point  in  a very 
clear  light  in  the  decision  as  follows:  “The  legal  effect 

of  the  system  of  exchanging  seems  to  me  to  be  this : that 
it  amounts  to  a usage  or  convention  among  bankers  that, 
if  negotiable  securities  held  by  them  are  presented  under 
particular  circumstances  and  at  particular  times,  they  shall 
be  paid — not  in  cash,  but  by  a set-off  of  other  negotiable 
instruments,  the  balance  only  being  paid  in  cash.  A usage 
of  this  kind,  I take  it,  if  satisfactorily  proved  to  exist, 
would  be  thus  far  binding.  It  in  no  way  varies  the  terms 
of  written  negotiable  instruments,  but  merely,  as  the  phrase 
is,  it  annexes  an  incident  to  them,  the  incident  being  that, 
if  the  holder  is  a banker,  payment — not  in  cash,  but  by  a 
particular  mode  of  set-off — may  be  made,  if  he  on  his  part 
conforms  to  the  conditions  the  usage  imposes  as  necessary  to 
entitle  him  to  that  privilege.  But  I do  not  think  that  it 
would  be  binding,  so  that  if  instruments  are  held  by  a 
banker  they  are  not  payable  at  any  time  when  they  would  be 
if  held  by  one  of  the  public,  because  that  would  contradict  the 
terms  of  a written  instrument  which  is  payable  to  bearer  at 
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a reasonable  time,  and  to  all  bearers  alike.  A presentment 
for  exchange  is  a presentment  for  payment,  if  it  be  made  in 
a particular  manner,  if  any,  or  at  any  particular  time,  if  any, 
which  the  usage  prescribes.  If  instruments  are  improperly 
and  irregularly  presented  as  an  exchange,  by  being  presented 
in  a different  manner,  or  at  a different  time  than  that  pre- 
scribed by  usage,  still,  the  presenting  banker  can  present  them 
for  payment  in  the  same  way  and  at  the  same  times  as  any 
other  of  the  public  could  present  similar  instruments.  We 
have  to  find  out  whether  the  instrument  in  question  was  pre- 
sented either  as  in  exchange  or  for  payment  in  the  ordinary 
way.  Presentment  in  either  case  is  presentment  for  payment, 
and  a sufficient  presentment.”  The  jury  found,  as  we  have 
said,  that  in  neither  of  these  two  ways  had  the  check  been 
legally  presented  for  payment.  It  was  not  presented  for  pay- 
ment in  the  exchanges  because  it  was  too  late,  and  it  was 
not  presented  for  payment  over  the  counter  at  all.  This 
case  is  the  first  we  remember  in  which  a suit  for  libel  de- 
pended so  completely  upon  the  legal  recognition  and  inter- 
pretation of  Clearing-House  methods. 


ADAM  SMITH’S  CENTENARY. 

In  our  July  number  we  gave  some  account  of  Adam  Smith, 
the  great  founder  of  economic  science.  The  Society  of  Po- 
litical Economy  at  Paris  has  been  considering  the  project 
proposed  by  M.  Maurice  Block  and  the  Journal  des  Econo- 
misiesy  to  celebrate  the  hundredth  anniversary  of  the  publica- 
tion of  Adam  Smith’s  Wealth  of  Nations,  At  the  April 
meeting  of  the  society  a letter  was  read,  containing  a like 
proposal  from  the  President  of  the  Society  of  Political 
Economy  of  Belgium.  Some  months  ago  a meeting  was 
held  in  the  city  of  New  York  to  make  arrahgements  for 
an  appropriate  celebration.  In  England  a banquet  was 
held  on  the  31st  May  to  do  honor  to  the  memory  of  the 
chief  founder  of,  what  Mr.  Bagehot  and  some  other  writers 
have  called,  “English  Political  Economy.”  Whether  any  of  the 
other  proposed  celebrations  in  this  city  or  abroad  will  actu- 
ally take  place  is  by  no  means  certain.  In  Paris  there  seems 
to  be  a desire  on  the  part  of  a few  of  the  leading  Econo- 
mists to  detract  from  the  acknowledged  merits  of  Adam 
Smith,  as  they  have  been  recognized  all  over  the  world  for 
the  last  hundred  years.  This  spirit  of  detraction  has  shown 
itself  at  intervals,  but  very  cautiously.  The  most  pronounced 
exhibition  of  it  was  given  by  M.  Chevalier,  in  a lecture  at 
the  College  de  France,  about  two  years  ago.  It  was  boldly 
claimed  by  the  lecturer  that  Quesnay  had  a right  to  the 
precedence  in  the  first  honors  of  founding  the  system  of 
Modem  Political  Economy.  It  is  quite  amusing  to  observe 
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the  ingenuity  with  which  Chevalier  turns  the  well-known 
incidents  of  Adam  Smith’s  two  visits  to  Paris  in  1762  and 
1765,  so  as  to  offer  support  to  the  precedence  M.  Chevalier 
wishes  to  establish.  Indeed,  his  whole  argument  rests  on 
the  theory  that  Adam  Smith  frequently  saw  Quesnay 
in  Paris,  and  therefore'  must  have  learned  a great  deal 
from  him.  Now,  as  Adam  Smith  bestows  in  his  work  much 
commendation  upon  Quesnay,  and  calls  him  “the  very  inge- 
nious and  profound  author  of  the  system”  of  the  physiocrats, 
and  as  Sm^th  declared  publicly  that,  if  Quesnay  had  not 
died  before  the  Wealth  of  Nations  was  published,  the  work 
would  have  been  dedicated  to  him,  it  does  appear,  to  an 
unbiassed  observer,  that  M.  Chevalier  need  not  have  labored 
at  such  great  length  in  his  lecture  to  prove  what  everybody 
knows  so  well,  that  during  the  twelve  months  which  Adam 
Smith  spent  at  Paris,  in  1765  and  1766,  he  had  frequent  op- 
portunities of  conversing  with  Turgot,  Quesnay,  the  Abbe 
Morrellet,  and  other  eminent  Economists.  Still  less  needful 
was  it  for  M.  Chevalier  to  contend  with  so  much  warmth, 
as  if  anybody  ever  questioned  it,  that  Quesnay  published 
his  system  many  years  before  the  Wealth  of  Nations  appeared, 
and  that  Adam  Smith  had  abundant  means  of  perusing 
Quesnay’s  books,  and  of  benefiting  by  his  researches,  even 
before  either  of  these  two  great  Economists  had  ever  met 
at  Versailles  or  at  Paris.  That  Adam  Smith  had  done 
faithfully  all  that  Chevalier  has  charged  upon  him,  in  re- 
gard to  the  study  of  Quesnay’s  system,  is  familiar  to  every 
reader  Of  the  refutation  of  that  system  in  the  Wealth  of 
Nations,  Still,  M.  Chevalier  repeatedly  mentions  it  as  a 
striking  circumstance,  full  of  significance  for  his  purpose, 
that  “in  1766,  when  Adam  Smith  was  daily  conversing  with 
the  Economists  at  Paris,  Quesnay’s  books  had  probably  been 
long  and  well  known  to  him,  for  they  were  published  sev- 
eral years  before.”  In  these  and  other  arguments  of  M. 
Chevalier’s,  he  is  simply  trifling  with  his  subject.  Nor  does 
it  help  his  purpose  to  quote  from  Dupont  de  Nemours,  a 
letter  in  which  the  writer  says  of  himself  and  Smith,  that 
they  were  “ condisciples  chez  Quesnay.”  A very  different 
testimony,  as  we  shall  shortly  see,  was  given  to  the  merits 
of  Adam  Smith,  by  M.  Leon  Say,  the  Finance  Minister  of 
France,  who  was  present  at  the  London  meeting  to  celebrate 
the  first  centennial  of  the  Wealth  of  Nations, 

The  meeting  was  convened  by  the  “Political  Economy 
Club,”  and  Mr.  Gladstone  occupied  the  chair.  With  a view 
to  give  a definite  form  to  the  discussion,  the  following 
question  had  been  previously  agreed  upon  : “ What  are  the 

more  import  results  which  have  followed  from  the  publica- 
tion of  the  Wealth  of  Nations  just  one  hundred  years  ago, 
and  in  what  principal  directions  do  the  doctrines  of  that 
book  still  remain  to  be  applied  ? ” Mr.  Robert  Lowe  being 
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called  upon  to  open  the  discussion  began  by  analyzing  the 
methods  and  powers  of  Adam  Smith.  First,  he  said  Smith 
was  gifted  with  a most  remarkable  faculty  of  exposition. 
He  had  a force  and  vigor  in  treating  a subject  which  few 
people  could  emulate.  He  had  also  a peculiar  power  to 
enter  into  the  minds  of  mankind.  He  had  the  faculty  of 
anticipating  and  foreseeing  what  they  would  do  under  cer- 
tain circumstances.  This  intuitive  insight  enabled  him  to 
separate  the  permanent  elements  from  the  temporary  ele- 
ments in  every  economic  investigation  to  which  he  applied 
his  mind.  It  was  this  incisive  power — this  peculiar  insight — 
this  forcible  grasp  of  mind — which  enabled  him  to  make 
economics  a deductive  science.  The  test  of  any  science  is 
prevision  or  prediction.  It  is  because  economic  science,  as 
taught  by  Adam  Smith,  so  effectually  fulfills  this  function  of 
prevision,  that  it  ought  to  raise  him  to  a very  high  rank 
among  those  who  have  cultivated  the  more  abstruse  parts  of 
knowledge.  Mr.  Mill  had  spoken  harshly  of  Adam  Smith, 
saying,  that  he  is  often  obsolete,  always  imperfect,  and  that 
the  science  in  his  time  was  in  its  infancy.  There  is  some 
truth  in  these  charges,  but  it  is  counterbalanced,  and  far 
more  than  redeemed,  by  the  wonderful  force  and  truth  of 
those  maxims  and  principles  which  he  has  evolved  and  ex- 
pressed with  such  inimitable  clearness  and  power.  When  the 
original  thinker  has  struck  out  an  idea  it  is  easy  to  find  men 
who  can  do  the  systematizing  part  of  the  work.  If  Adam 
Smith  was  the  Plato  of  Political  Economy,  Ricardo  was  its 
Aristotle.  A signal  proof  of  the  extraordinary  power  which 
Adam  Smith  had  was  his  ability,  which  no  man  ever  had 
before  to  the  same  extent,  of  condensing  truth  into  a few 
memorable  words  which  mankind  could  retain  and  act  upon. 
Errors,  of  course,  he  had,  like  the  rest  of  us.  In  what  he 
said  about  rent  as  an  element  of  value,  about  the  usury  laws 
and  about  the  navigation  laws.  Smith  made  some  mistakes. 
But  there  is  this  peculiarity  about  his  errors,  he  never  presses 
his  generalizations  too  far,  as  so  many  of  his  professed  fol- 
lowers have  done ; on  the  contrary,  he  was  led  into  error  be- 
cause he  had  not  sufficient  confidence  in  the  generalizations 
he  had  made,  and  waited  to  have  them  verified  by  experi- 
ence. On  the  whole,  if  there  be  a want  of  system  in  his  book, 
its  merits  amply  compensate  for  the  want  of  it. 

Passing  next  to  the  advantages  present  and  prospective  of 
the  labors  of  Adam  Smith,  Mr.  Lowe  said  that  one  of  his 
great  merits  was  that  he  had  enabled  us  to  condense  the 
whole  theory  of  wealth  and  poverty  into  four  words.  He 
showed  that,  as  the  causes  of  wealth  are  two — work  and 
thrift — so  the  causes  of  poverty  are  two — idleness  and  waste 
— and  that  these  simple  propositions  contain  all  that  is 
necessary  to  be  known,  and,  perhaps,  all  that  can  be  known, 
about  the  production  and  accumulation  of  wealth.  As  to 
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the  ignorance  in  which  Adam  Smith  found  mankind  on 
economic  subjects,  a notable  instance  was  cited  from  a 
conversation,  in  which  Dr.  Johnson  told  Mr.  Boswell  his 
views  on  trade.  “As  for  mere  wealth,  that  is  to  say, 

money,  a man  cannot  increase  his  store  without  making 

another  poorer.”  Such  is  the  deliberate  opinion  of  the  sage 
who,  in  the  estimation  of  that  time,  stood  far  above  Adam 
Smith.  What  Adam  Smith  laid  down  on  the  subject  was 
the  maxim,  now  universally  acknowledged,  that  trade  and 
commerce  enrich  both  buyers  and  sellers  at  the  same 

time.  Mr.  Pitt,  the  great  War  Minister  of  George  III, 
was  one  of  the  earliest  converts  of  distinction  won  by 
the  Wealth  of  Nations,  The  first  French  treaty  was  the  - 
earliest  fruit  of  Pitt’s  conversion.  Huskisson,  under  the 
same  reforming  influences,  relaxed  the  navigation  laws  and 
destroyed  the  colonial  monopolies.  Later  still,  we  see  a 

severe  struggle  in  which  Smith  supplied  all  the  arguments 
which  won  the  glorious  triumph  of  the  abolition  of  the 
corn  laws.  The  legislation  of  Sir  Robert  Peel  was  an  enor- 
mous stride  in  advance.  The  measures  of  Mn  Gladstone 
were  the  very  crown  of  the  edifice.  He  had  left  nothing 
for  his  successors  to  do,  at  least  in  the  direction  of  carry- 
ing out  the  principles  of  Adam  Smith. 

Mr.  Lowe  next  touched  briefly  upon  the  subject  of  reci- 
procity and  limited  liberality,  and  then  entered  npon  the  in- 
quiry as  to  the  future  results  to  be  anticipated  from  Adam 
Smith’s  work.  After  some  remarks  on  the  French  treaty  of 
i860,  and  on  endowments  for  educational  purposes,  he  ad- 
vanced to  the  labor  question  and  the  evils  of  trades-unions. 
There  is  nothing  more  lamentable,  he  says,  in  these  times, 
when  we  have  for  so  many  years  enjoyed  the  full  light  of 
Adam  Smith’s  teaching,  than  to  see  the  errors  and  follies  into 
which  mechanics  and  laboring  people  are  led.  Such,  for  in- 
stance, as  the  rule,  that  a man  shall  not  hold  a brick  and  a 
trowel  in  the  same  hand;  that  you  shall  not  be  allowed  to 
get  your  stone  or  other  things  except  from  a particular  place; 
that  you  shall  not  chase,  that  is,  you  shall  only  work  at  a 
very  moderate  pace,  and  that  you  shall  not  attempt  to  dis- 
tinguish yourselves  in  any  way;  all  contrivances  in  order  to 
waste  the  capital  of  the  master,  and  really,  in  the  end,  to 
injure  the  persons  they  are  intended  to  benefit.  He  said 
there  could  be  no  better  doctor  for  such  a disease  than  Adam 
Smith.  As  education  spreads,  these  things  will  diminish;  and 
there  is  the  greatest  possible  hope  that,  as  Adam  Smith  has 
eaten  out  so  many  other  diseases  that  were  injuring  the  pub- 
lic, he  will  also  destroy  this.  He  was  not  sanguine  as  to  any 
very  large  or  startling  development  of  political  economy,  and 
said  that  the  controversies  which  we  now  have  in  political 
economy,  although  they  offer  a capital  exercise  for  the  logical 
faculties,  are  not  of  the  same  thrilling  importance  as  those  of 
earlier  days;  the  great  work  has  been  done. 
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M.  Leon  Say  next  spoke  of  the  obligations  of  France,  and 
the  world,  to  Adam  Smith;  the  physiocrats,  he  said,  under 
Quesnay  and  his  school  had  prepared  the  ground  in  which 
Adam  Smith  afterwards  cast  the  seeds  of  economic  truth. 
The  excitement  of  the  French  revolution  swept  away  from  the 
public  mind  the  political  and  economic  ideas  which  had  pre- 
viously been  the  recreation  or  the  business  of  the  philosophic 
classes  in  France.  Under  the  empire,  the  economists  were 
not  in  favor,  but  they  pursued  their  favorite  studies  in  ob- 
scurity. In  November,  1814,  M.  J.  B.  Say,  the  grandfather  of 
the  speaker,  visited  England,  and  went  to  Glasgow,  that  he 
might  sit  in  the  seat  from  which  Adam  Smith  had  delivered 
his  lectures  on  political  economy.  He  took  his  head  in  his 
hands  in  the  hope,  as  he  said,  to  carry  back  with  him  to 
France  a spark  of  the  genius  of  the  master.  This  spark  he 
did  indeed  carry  away,  and  what  a glorious  light  he  kindled 
by  it  for  France.  He  drew  around  his  chair  a crowd  of 
students,  who,  for  the  first  time,  heard  expounded  the  true 
principles  of  economic  science.  He  created  a new  School; 
political  economy  forthwith  took  root;  it  was  no  longer  an 
exotic.  It  became  naturalized.  It  was  French.  Still  the 
doors  of  the  government  offices  were  closed  upon  it.  Eco- 
nomic science  was  looked  on  by  the  official  world  as  some- 
thing dangerous,  as  a weapon  loaded  and  primed  and  ready 
to  go  off  and  do  mischief  when  least  expected.  Thus  J.  B. 
Say  did  not  see  his  efforts  crowned  with  success.  He  would 
have  been  greatly  astonished  to  see  his  grandson  charged 
with  the  duties  of  Minister  of  Finance,  and,  at  the  same  time 
priding  himself  that  he  belonged  to  the  school  of  Adam 
Smith.  M.  Say  proceeded  to  speak  of  commercial  treaties, 
and  of  the  prevalent  error  of  discussing  the  questions  of  po- 
litical economy  from  the  point  of  view  of  the  producer  and 
of  neglecting  to  look  at  them  from  the  equally  important 
point  of  view  of  the  consumer.  He  concluded  by  remarking 
that  according  to  Adam  Smith,  there  are  three  conditions 
under  which  a country  can  alone  prosper:  the  due  administra- 
of  justice;  the  freedom  of  labor;  and  freedom  from  war.  **If,” 
said  he,  “we  fulfil  these  conditions,  and  march  with  a sure 
and  swift  pace  in  the  paths  of  progress  and  civilization,  shall 
we  not  render  by  our  conduct  a homage  more  and  more 
brilliant  to  the  memory  of  the  great  British  economist?” 

After  a few  words  from  Mr.  Norman,  the  oldest  member  of 
the  club,  who  said  he  had  joined  it  fifty-five  years  ago,  Mr. 
Gladstone  paid  a compliment  to  the  United  States  and  to  Mr. 
McCulloch,  who  was  present  but  desired  not  to  speak  in  re- 
sponse. He  then  called  on  M.  Laveleye,  who  described  the 
two  Continental  schools  of  political  economy,  the  historical 
and  the  deductive,  and  declared  in  the  words  of  an  American 
economist,  that,  after  Shakespeare  there  was  no  man  who  had 
shed  more  lustre  on  the  name  of  England  than  Adam  Smith. 
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The  next  speakers  were  Mr.  Thorold  Rogers,  Mr.  New- 
march  and  the  Chairman.  Mr.  W.  E.  Forster  next  spoke  of 
the  relations  of  Political  Economy  to  legislation,  and  the  sub- 
ject was  concluded  by  the  Hon.  Secretary  of  the  club,  Mr. 
Courtney.  Mr.  Bagehot  did  not  speak  at  the  meeting,  but 
he  has  given  a sketch  of  Adam  Smith  in  the  Fortnightly  Re- 
view, We  give  the  following  quotation  from  that  paper: 

“ The  founder  of  the  science  of  business  was  one  of  the 
most  unbusinesslike  of  mankind.  He  was  an  awkward 
Scotch  professor,  apparently  choked  with  books  and  ab- 
sorbed in  abstractions.  He  was  never  engaged  in  any  sort 
of  trade,  and  would  probably  never  have  made  sixpence  by 
any  if  he  had  been.  His  absence  of  mind  was  amazing.  . . 

The  wonder  that  such  a man  should  have  composed  the 
Wealth  of  Nations^  which  shows  so  profound  a knowledge 
of  the  real  occupations  of  mankind,  is  enhanced  by  the 
mode  in  which  it  is  written.  It  was  the  exclusive  product 
of  a lifelong  study,  such  as  an  absent  man  might,  while  in 
seeming  abstraction,  be  really  making  of  the  affairs  of  the 
world.  On  the  contrary,  it  was  in  the  mind  of  its  author 
only  one  of  many  books,  or  rather  a single  part  of  a great 
book,  which  he  intended  to  write.  A vast  scheme  floated 
before  him,  much  like  the  dream  of  the  late  Mr.  Buckle 
as  to  a History  of  Civilization,  and  he  spent  his  life  ac- 
cordingly in  studying  the  origin  and  the  progress  of  the 
sciences,  the  laws,  the  politics,  and  all  the  other  aids  and 
forces  which  have  raised  man  from  the  savage  to  the  civil- 
ized state.  The  plan  of  Adam  Smith  was  indeed  more 
comprehensive  even  than  this.  He  wanted  to  trace  not  only 
the  progress  of  the  race,  but  also  of  the  individual  ; he 
wanted  to  show  how  each  man,  being  born  (as  he  thought) 
with  a few  faculties,  came  to  attain  to  many  and  great 
faculties.  He  wanted  to  answer  the  question,  how  did  man 
— race  or  individual — come  to  be  what  he  is  ? These  im- 
mense dreams  are  among  the  commonest  phenomena  of 
literary  history;  and  as  a rule,  the  vaster  the  intention,  the 
less  the  result.  The'musings  of  the  author  are  too  miscel- 
laneous, his  studies  too  scattered,  his  attempts  too  incoher- 
ent, for  him  to  think  out  anything  valuable,  or  to  produce 
anything  connected.  But  in  Adam  Smith’s  case  the  very 
contrary  is  true  ; he  produced  an  enduring  particular  result 
in  consequence  of  a comprehensive  and  diffused  ambition. 
He  discovered  the  laws  of  wealth  in  looking  for  ‘ the  na- 
tural progress  of  opulence,’  and  he  investigated  the  progress 
of  opulence  as  part  of  the  growth  and  progress  of  all  things.” 

As  there  is  no  time  to  be  lost,  if  our  American  Econo- 
mists desire  to  observe  Adam  Smith’s  Centenary,  we  hope 
that  the  Academy  of  Sciences,  or  some  other  body  of 
men  among  us,  will  take  measures  to  celebrate  the  anniver- 
sary in  some  appropriate  way  immediately  after  the  sum- 
mer vacation. 
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THE  CURRENCY  MOVEMENTS  IN  ITALY. 

Italy,  as  is  well  known,  is  contemplating  the  resumption  of 
specie  payments.  The  Italian  monetary  law  of  April,  1874, 
invited  the  ministers  of  finance  and  commerce  to  draw  up  an 
account  of  the  paper  money  which  was  first  issued  in  May, 
1866,  and  to  present  a report  on  the  best  mode  of  resump- 
tion. That  document,  which  is  of  great  length,  was  recently 
presented  to  the  Chamber  of  Deputies  at  Rome,  and  forms  a 
complete  exposition  of  the  economic  situation  of  Italy.  The 
Jourmil  des  Debats  lately  published  a summary  of  that  paper 
by  M.  de  Reinach.  He  shows  that  when  the  paper  currency 
was  decreed  in  1866  the  accumulated  deficits  in  the  State 
budgets  amounted  to  2,000  millions  of  francs.  Since  1861  a 
sum  of  225  millions  of  rente  had  been  created;  but  the  price 
had  fallen  to  forty-five  for  the  Five  per  cents.,  and  a further 
issue  had  become  impossible.  By  these  and  other  extraordinary 
resources  the  deficit  had  been  covered  to  the  amount  of  1,700 
millions,  and  a balance  of  300  millions  remained  unprovided 
for.  The  ordinary  revenue  had,  however,  not  remained  sta- 
tionary; the  receipts,  which  in  1861  amounted  to  458  millions 
only,  had  increased  to  637  millions  in  1865;  but  on  the  other 
hand,  the  augmentation  in  the  expenditure  had  been  still 
more  rapid,  having  advanced  in  the  same  period  from  812 
millions  to  1,069  millions.  At  the  same  time  the  commercial 
balance  in  the  four  years  showed  a deficit  of  1,340  millions. 
The  Government  had  employed  all  its  available  resources,  the 
State  railways  and  crown  lands  had  been  alienated  as  far  as 
was  possible,  and  the  establishment  of  a forced  circulation^ 
with  the  creation  of  a State  paper  money,  became  a matter  of 
absolute  necessity.  The  consequence  of  the  law,  and  of  the 
requirements  of  the  treasury,  was,  that  the  paper  circulation, 
which  had  been  only  247  millions  of  francs  in  April,  1865, 
rose  in  1874  to  1,500  millions.  During  that  period  the  de- 
preciation of  the  paper  money  fluctuated  between  nineteen 
per  cent  in  1866,  and  three  per  cent,  only  in  1870;  in  1876  it 
is  seven  per  cent.  The  price  of  the  Italian  Five  per  cents, 
rose  from  forty  in  1866,  to  seventy  in  1871,  then  fell  to  sixty- 
nine  in  1873,  and  is  now  above  seventy-two.  The  frequent 
variations  in  the  premium  on  gold,  was  a cause  of  great  un- 
certainty in  trade,  as  the  conditions  of  a contract  made  when 
papier  compared  with  gold  was  at  a discount  of  ten  per  cent., 
were  completely  changed  when  the  depreciation  rose  to  fifteen 
per  cent.,  or  fell  to  five  per  cent.  only.  On  the  other  hand, 
the  regime  of  the  paper  circulation  produced  a great  advance 
in  the  economic  education  of  the  country.  Before  1859,  bank 
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notes  could  scarcely  be  said  to  be  an  instrument  of  credit  or 
of  circulation,  being  principally  employed  as  a security  against 
robbery.  The  inhabitants  of  the  rural  districts  in  the  north 
recognized  no  other  value  than  the  twenty-franc  gold  pieces, 
and  those  of  the  south  those  only  6f  the  silver  piastre.  Be- 
tween 1866  and  1874,  the  six  banks  of  issue  had  increased 
the  number  of  their  offices  or  branches,  from  fifty-two  to 
ninety-five,  and  Italy,  with  twenty-seven  millions  of  inhabi- 
tants, had  more  facilities  for  banking  than  France  at  present 
with  thirty-six  millions.  A fact  remarked  in  countries 
with  a forced  paper  currency  is  that,  not  being  subject 
to  the  periodical  influences  of  the  scarcity  or  abundance  of 
metal,  they  are  less  sensible  to  changes  in  the  rate  of  interest. 
Thus,  between  1866  and  1874,  the  National  Bank  of  Italy 
has  only  changed  its  rate  three  times,  not  rising  above 
six  per  cent.,  nor  falling  below  five  ; while,  during  that  time 
the  rate  in  Belgium  and  Holland  had  changed  more  than 
fifty  times,  ranging  from  two-and-a-half  to  seven  per  cent., 
and  in  England  the  fluctuations  had  been  still  more  fre- 
quent, and  within  wider  limits.  With  respect  to  the 
second  part  of  the  report,  the  ministers  are  forced  to  ad- 
mit their  inability  to  propose  any  measures  for  the  prompt 
termination  of  the  forced  currency.  All  that  could  be  done 
was  to  diminish  the  inconveniences  of  it,  by  depriving  the 
notes  of  each  of  the  six  banks  of  issue  of  their  local 
character.  That  object  was  obtained  in  the  Act  passed 
by  the  union  of  the  §ix  banks  into  a Syndicate,  for 
the  issue  of  the  milliard  of  Government  paper,  and  their 
own  notes  to  the  amount  of  the  triple  of  the  capital,  with 
a reciprocal  forced  circulation  in  each  of  the  other  provinces. 
To  terminate  the  forced  circulation,  the  Government  would 
have  to  first  redeem  the  nine  hundred  millions  of  its  notes 
already  issued.  To  borrow  that  sum  would  be  to  charge 
the  budget,  which  already  shows  a deficit,  with  an  addi- 
tional sum  of  fifty  millions  annually.  A proposal  supported 
by  several  deputies  was  to  redeem  a sum  of  fifty  millions 
annually ; but  until  the  revenue  leaves  a surplus  of  receipts, 
that  measure  will  be  impracticable.  When  that  result  shall 
have  been  attained,  the  surplus  may  be  either  employed  in 
the  amortisation  of  an  equal  amount  of  notes,  or  in  covering 
the  interest  of  a loan  for  the  entire  withdrawal  of  the 
State  paper  money.  The  further  movements  of  the  currency 
reformers  in  Italy  will  be  watched  with  the  more  interest, 
as  it  will  probably  influence  the  prospects  of  specie  re- 
sumption in  other  countries. 
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THE  SCOTCH  BANKING  SYSTEM  IN  ENGLAND. 

We  lately  referred  to  the  labors  of  the  Parliamentary  com- 
mittee appointed  to  inquire  into  the  restrictions  and  privi- 
leges created  by  the  law  for  the  English  banking  system. 
This  committee  was  agreed  to  by  the  House  of  Commons 
17th  March,  1875.  It  sat  from  April  2 2d  to  July  2 2d,  when 
it  made  its  preliminary  report  containing  the  evidence  of  the 
various  witnesses  without  comment.  The  committee  asked  to 
be  re-appointed  the  following  year,  but  there  is  little  pros- 
pect that  this  will  be  done.  The  circumstances  which  led  to 
the  appointment  of  the  committee  are  well  ^ known.  They 
were  briefly  these : The  Scottish  banks  finding,  of  late  years, 
that  their  deposits,  on  which  they  pay  interest,  were  accumu- 
lating, while  the  outlets  were  too  narrow  for  their  employ- 
ment in  Scotland,  determined  to  open  branches  in  London. 
Two  benefits  were  expected  from  these  branches:  First.  The 
Scotch  banks  would  be  able  to  do  their  London  business 
themselves,  instead  of  employing  agents  to  do  it  on  commis- 
sion. The  saving  from  this  change  would  be  all  the  greater 
inasmuch  as  for  some  years  the  Scotch  mercantile  firms, 
in  Glasgow  and  elsewhere,  had  acquired  the  habit  of  making 
their  bills  and  promissory  notes  payable  in  London.  This 
tendency  of  Scotch  finance  to  make  London  its  objective 
point  has  operated  for  several  years,  and  a large  volume  of 
business  was  thus  created  which  the  Scotch  banks  thought 
they  might  do  themselves,  instead  of  paying  the  London 
banks  to  do  it  for  them.  Secondly.  There  was  another  ben- 
efit which  the  Scotch  banks  promised  themselves  from  their 
new  establishments  in  London.  These  branches  would  give 
new  facilities  and  w’ould  open  larger  outlets  for  the  outflow 
of  the  idle  deposits  with  which  the  Scotch  banks  were  em- 
barrassed. At  London  these  institutions  would  be  brought 
into  direct  contact  with  the  large  borrowers  of  money.  They 
would  be  able  to  accept  bills  and  to  enter  into  other  finan- 
cial fields  of  enterprise,  which,  though  commonly  supposed  to 
be  risky,  were  remunerative  and  attractive  to  some  of  the 
London  banks.  In  view  of  these  and  other  advantages  the 
Scotch  banks  determined  to  go  to  London  and  to  open  an 
active  competition  for  the  business  to  be  done  there. 

The  London  banks  took  the  alarm  and  tried  to  prevent 
the  movement  by  various  strategic  manoeuvres,  which  failed 
for  want  of  skill  rather  than  of  industry.  The  English  banks, 
both  in  and  out  of  London,  bound  themselves  together,  in 
a compact  organization,  to  resist  the  Scotch  invasion.  When 
this  union,  after  much  delay,  was  completely  perfected,  they 
appealed  to  the  public  and  to  Parliament.  Their  arguments 
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were  two;  first,  they  declared  that  the  Scotch  banks  were  for- 
bidden by  law  to  set  up  branches  in  London;  secondly,  they 
added  that  if  these  banks  were  not  forbidden  they  ought  to 
be.  Common  sense  would  seem  to  have  suggested  to  the 
English  banks  the  obvious  policy  of  choosing  one  of  these 
two  lines  of  defence  at  a time,  and  of  concentrating  their 
whole  force  upon  it.  When  one  defence  had  been  pushed  to 
the  utmost,  then  the  other  could  have  been  taken  up  and 
worked  with  the  same  resolute  energy.  For  example,  if  the 
law  was  really  against  Scotch  banks,  nothing  could  be  niore 
easy  than  to  bring  the  controversy  into  court  and  have  it  set- 
tled as  promptly  as  possible,  and  if  the  English  banks  were 
beaten  in  the  courts,  then  it  would  be  open  to  them  to  go 
to  Parliament  and  to  demonstrate,  not  on  narrow,  selfish 
grounds,  but  by  great  general  principles  and  established 
facts,  that  the  'public  interests  demanded  that  a law  should 
be  passed  shutting  the  Scotch  banks  out  of  London.  Neither 
of  these  obvious  plans  was  adopted.  The  English  banks 
weakened  their  case  with  the  public  by  declaring  in  one 
breath  that  the  law  forbade  the  Scotch  banks  from  competing 
in  London  with  the  English  banks,  and  yet  that  the  law 
must  be  altered  so  as  to  protect  the  English  banks  more 
completely  from  the  threatened  competition.  The  conse- 
quence might  easily  have  been  foreseen.  During  the  whole 
controversy  the  banks  have  never  secured  the  sympathy  of 
public  opinion,  and  there  is  scarcely  any  chance  of  their  ob- 
taining new  legislation.  Whether  they  will  carry  their  case 
into  the  courts,  as  they  might  have  done  at  the  beginning 
of  the  controversy,  appears  now  to  be  doubtful. 

Two  chief  questions  were  involved  in  the  inquiry  of  the 
Parliamentary  committee:  they  had  to  inquire,  first,  into  the 
present  state  of  the  English  banking  law;  and,  secondly,  into 
the  reasons  why  the  law  should  be  changed.  As  to  the  for- 
mer point,  the  most  important  evidence  was  that  of  Mr.  Fitz- 
James  Stephen,  a barrister  of  high  standing,  who  has  given 
much  attention  to  the  banking  system  and  its  relation  to  the 
English  law.  Mr.  Stephen  gave  it  as  his  opinion  that  under 
the  English  banking  law  of  1697,  as  modified  by  later 
statutes,  the  Scotch  banks  were  not  authorized  to  open 
branches  in  London,  except  they  ceased  to  issue  bank  notes 
in  Scotland.  His  evidence  will  be  found  very  interesting, 
containing  as  it  does,  a digest  of  the  English  banking  laws 
related  to  the  questions  before  the  committee.  Subjoined  is 
the  most  important  part  of  Mr.  Stephen’s  testimony  from  the 
official  report: 

“ There  are  a great  many  acts  of  Parliament  on  the  sub- 
ject, qualifying  one  another,  and  I have  put  the  law  into  a 
certain  number  of  propositions  in  which  the  language  of  the 
acts  had,  as  far  as  possible,  been  exemplified  by  the  acts  dat- 
ing from  1697  downwards  to  the  present  time.  My  first 
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proposition  is,  that  the  Bank  of  England  may  issue  notes  for 
not  less  than  5,  upon  the  conditions  as  to  the  whole 
amount  contained  in  the  bank  charter  accounts.  The  second 
proposition  is  this — that  private  bankers  in  any  part  of  Eng- 
land, and  joint-stock  banks,  carrying  on  the  whole  of  their 
business  beyond  sixty-five  miles  from  London,  and  not  having 
any  house  in  London,  are  allowed  to  issue  notes  for  not  less 
than  5,  subject  to  the  regulation  of  the  bank  charter  act, 
which  restricts  the  issue  of  notes  beyond  a certain  amount. 
The  third  proposition  is,  that  every  bank  entitled  to  issue 
notes,  which  becomes  bankrupt,  ceases  to  carry  on  business; 
or  any  private  bank  which  becomes  a joint-stock  bank  loses 
its  right  to  issue  such  notes.  Fourthly:  that  private  banks 
and  joint-stock  banks  may  have  agents  in  London  for  pay- 
ment of  the  notes  which  they ‘issue.  Fifthly:  no  joint-stock 
bank  which  issues  notes,  except  those  specified  in  proposition 
two,  may  carry  on  business  in  any  part  of  England.  Sixthly: 
any  joint-stock  bank  which  does  not  issue  notes  may  carry 
on  all  other  branches  of  banking  business  in  any  part  of  the 
kingdom.  These  are  the  propositions  which  seem  to  me  to 
embody  the  existing  law  on  the  subject.  The  act  of  1697, 
William  and  Mary,  simply  establishes  the  Bank  of  England, 
and  sets  forth  that  no  other  bank  of  issue  shall  be  allowed 
in  the  kingdom,  meaning  England,  as  it  was  before  the  act 
of  union  between  England  and  Scotland;  and  by  that  it  was 
intended  to  prevent  a foreign  bank,  say  the  Bank  of  Amster- 
dam, establishing  a branch  here.  Another  act  passed  in  the 
reign  of  Anne,  in  1707,  provides  that,  during  the  continuance 
of  the  Bank  of  England,  it  shall  not  be  lawful  for  any  body, 
politic,  public,  or  corporate,  or  any  persons  united  in  part- 
nership exceeding  six  in  number,  to  issue  notes.  Up  to  1800 
no  other  bank  of  issue,  save  the  Bank  of  England  or  private 
banks,  could  lawfully  issue  notes.  If  a foreign  bank  carried 
on  business  and  issued  notes  in  England,  they  could  be  pre- 
vented by  the  statutes  of  William  and  Anne.  A concern  like, 
say  the  Bank  of  Amsterdam,  being  a bank  of  issue,  would 
not  be  entitled  to  open  a branch  for  deposits  in  London.  It 
seems  to  me  that,  according  to  law,  no  bank  except  the 
Bank  of  England  has  the  power  of  issuing  notes  in  the  way 
I have  mentioned.  The  first  qualification  of  the  old  acts,  was 
in  1826,  which  allowed  joint-stock  banks  to  issue  notes  if  at 
a distance  of  sixty-five  miles  from  London,  with  the  condi- 
tion that  these  banks  should  possess  no  branch  in  London. 
I am  not  aware  that  there  are  any  Scotch,  Irish,  or  foreign 
banks  carrying  on  business  in  London.  If  Scotch  banks  cash 
notes  at  their  own  agencies,  say  in  Newcastle,  they  will  be  do- 
ing an  illegal  thing,  and  certain  clauses  of  the  act  of  1826 
bear  out  my  view  of  the  subject,  providing  for  the  regis- 
tration of  both  English  and  Scotch  banks.  The  Act  abolished 
the  issue  of  notes  in  England,  although  it  allowed  their 
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continuance  in  Scotland.  I think  it  would  be  illegal  for 
Scotch  or  Irish  banks  to  issue  notes,  but  I do  not  think  it 
at  all  clear  that  the  notes  might  not  circulate  amongst  other 
people  not  being  bankers.  I cannot  take  the  preamble  of  the 
bill  of  1826  as  evidence  that  there  was  an  agency  at  that 
time.  It  would  raise  a difficult  point  of  law  in  the  case  of  a 
banker  who  took  the  notes  • simply  as  cash,  and  issued  them 
to  his  customers  afterwards.  I do  not  know  how  far  that 
might  bring  him  within  the  prohibition.  The  Bank  Charter 
Act  provides  that  no  new  bank  of  issue  shall  be  established 
in  the  United  Kingdom,  and  no  one  shall  issue  a larger 
amount  of  notes  than  that  specified  in  3 and  4 William  IV. 
When  the  London  and  Westminster  Bank  was  established 
counsel  were  consulted  as  to  whether  a joint-stock  deposit 
bank  was  permissible  under  the  statute.  They  were  of  opin- 
ion that  it  was,  and  accordingly  other  clauses  were  intro- 
duced into  the  bill.  The  words  were  put  into  the  Act  to  the 
effect  that  not  only  must  they  not  issue  notes  in  certain 
places,  but  in  England  none  at  all.  My  view  is  that  the  Bank 
of  England  has  been  granted  a monopoly  with  regard  to  the 
issue  of  notes.  I think  that  the  circulation  of  Scotch  notes 
would  be  illegal;  that  the  Act  of  1828  prohibited  their  being 
uttered  or  circulated  in  England.  These  acts  do  not  inter- 
fere with  the  system  which  was  popular  in  Scotland,  and  it 
seems  to  me  that  legislation  has  put  the  two  systems  upon 
entirely  different  footings.  I cannot  see  why,  if  English 
banks  are  prohibited  from  issuing  their  notes  in  or  near 
London,  that  restriction  should  be  removed  in  the  case  of 
Scotch  banks." 

Mr.  Stephen  proceeded  to  show  that  the  principle  of  monop- 
oly of  the  Bank  of  England  ran  through  all  laws  from  1697 
till  the  present  time.  First  of  all,  the  Bank  of  England  had 
a monopoly  of  issue;  afterwards  the  power  to  issue  notes 
was  given  to  private  or  joint-stock  banks,  and  then  it  was 
withdrawn  from  them  in  part,  so  that  all  note-issuing  banks 
were  prohibited  in  England,  except  such  as  were  doing  busi- 
ness there  prior  to  the  passage  of  the  Bank  Act  of  1844.  On 
these  principles,  he  argued,  that  the  Scotch  banks,  so  long  as 
they  continue  banks  of  issue,  were  not  competent  under  the 
law  to  open  branches  in  London. 

Against  this  legal  argument  several  considerations  have 
been  urged.  There  are  only  two  which  need  notice  in  this 
place.  First,  it  is  argued  that  if  Mr.  Stephen's  view  of  the 
law  is  correct,  a change  should  be  made  in  it  of  an  opposite 
character  to  that  demanded  by  the  English  bankers.  The 
day  is  past  when  legal  restrictions  giving  a monopoly  to  one 
set  of  banks  in  Great  Britain  can  be  maintained  to  the  det- 
riment of  another  class  of  banks.  The  spirit  of  British  leg- 
islation for  many  years  has  been  hostile  to  monopolies  and 
in  favor  of  freedom.  This  argument  has  been  pressed  with 
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SO  much  force  by  the  London  TimeSy  that  it  has  evidently 
been  in  the  opinion  of  that  journal  the  great  popular  argu- 
ment by  which  the  English  banks  have  been  defeated  in  their 
conflict  with  public  opinion.  Secondly,  it  is  contended  that 
if  the  law,  as  Mr.  Stephen  expounds  it,  prohibits  the  Scotch 
banks  from  opening  branches  in  London  unless  they  cease  to 
emit  bank  notes  in  Scotland,  the  same  prohibition  will  hold 
in  regard  to  other  forei^  banks.  The  argument  is,  that  as 
the  statute  of  1697  provided  that  no  foreign  bank  could  have 
any  branch  even  for  deposit  purposes  in  London,  and  inas- 
much as  this  prohibition  has  never  been  repealed,  and  is 
sought  to  be  enforced  against  the  Scotch  banks,  it  must 
also  be  enforced  against  all  other  foreign  banks  of  circulation. 
But  this  view  of  the  law  is  too  extravagant,  and  it  has  never 
been  held  before.  On  the  contrary,  a number  of  foreign 
banks  which  issue  notes  at  home,  have  opened  offices  in  Lon- 
don, and  this  right  has  existed  for  many  years  without  ques- 
tion. To  show  the  extent  to  which  this  principle  has  been 
accepted,  the  subjoined  table  has  been  compiled,  of  some  of 
the  foreign  banks  which  have  offices  in  London,  although 
they  issue  notes  in  the  foreign  locality  where  their  chief  office 
is  situated. 


FOREIGN  AND  COLONIAL  BANKS  IN  LONDON  HAVING  NOTE-ISSUES 

ABROAD. 

Capital  and  Circulation 

Surplus.  Deposits ^ &*c.  abroad. 


Name  o/  Bank. 

Austrian  Joint  Stock 

Bank  of  Australasia 

Bank  of  British  North  America. 

Bank  of  British  Columbia 

Bank  of  New  South  Wales. 

Bank  of  New  Zealand 

Bank  of  South  Australia 

Bank  of  Victoria 

Chartered  Mercantile  Bank  of  India,  &c. . 

Chartered  Bank  of  India,  &c 

Colonial  Bank 

Commercial  Banking  Company  of  Sydney. 
Elnglish,  Scottish,  and  Australian  Chartered. 
Hong  Kong  & Shanghai  Banking  Company. 

Imperial  Ottoman  Bank. 

London  Bank  of  Mexico,  &c 

London  Chartered  of  Australia 

London  and  River  Plate..*. 

London  and  South  Africa 

Mercantile  Bank  of  River  Plate 

National  Bank  of  Australasia 

National  Bank  of  New  Zealand 

Oriental  Bank  Corporation 

Standard  Bank  of  British  South  Africa.. . . 
Union  Bank  of  Australia 


520,000 

,.780,000 

£ 236,000 

1,423,000 

. 2,976,000 

300,000 

1,250,000 

. 1,558,000 

896,000 

323,000 

575.000 

— 

1,333.000 

. 7,346,000 

725,000 

780,000 

. 3,433,000 

427,000 

625,000 

802,000 

87,000 

700,000 

2,782,000 

809,000 

805,000 

. 3,312,000 

— 

800,000 

. 1,619,000 

— 

677,000 

. 2,799,000 

424,000 

815,000 

. 3,3'5.ooo 

894,000 

652,000 

. 1.206,000 

142,000 

1,200,000 

• 2,953,000 

290,000 

4.37LOOO 

. 3,111.000 

203,000 

540,000 

. 868,000 

573,000 

1,120,000 

1.663,000 

143,000 

775,000 

738,000 

850,000 

400,000 

. 284,000 

79.000 

452,000 

2,656,000 

81,000 

938,000 

. 2,021,000 

323,000 

315,000 

681,000 

113,000 

2,000.000 

. 10,548,000 

718,000 

458,000 

. 1,410,000 

533.000 

1,650.000 

. 4, 160,000 

376,000 

Totals. 24, 722,000  64, 596,000  222,000 

It  seems  to  us  that  the  question  has  been  decided  on  a 
false  issue.  If  the  English  banks  had  wished  to  obtain  an 
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authoritative  interpretation  of  the  law  so  as  to  restrain  their 
rivals,  the  Scotch  banks,  and  to  stop  them  from  opening 
branches  in  London,  the  course  adopted  for  this  purpose 
was  a very  unfortunate  one.  The  courts  were  open  to  them, 
and  it  was  their  first  duty  to  find  out  whether  the  law  as  it 
stood  gave  them  any  remedy.  This  point  being  cleared  up, 
they  could  have  gone  to  Parliament  with  a simple  intelligi- 
ble grievance.  They  could  have  said,  the  law  as  it  stands 
does  not  prevent  a great  public  injury  which  threatens  the 
whole  British  banking  system,  frpm  the  proposed  establish- 
ment of  the  Scotch  banks  in  London.  These  banks  are  over- 
loaded with  deposits,  and  are  weak  in  cash  reserves.  In  times 
of  panic  these  Scotch  . banks  have  always  been  a source  of 
weakness  to  our  banking  system,  and  if  allowed  to  open 
branches  in  London  they  will  be  more  dangerous  than  ever. 

If  this  simple  case  had  been  presented  and  proved  and 
generally^  accepted,  we  do  not  say  that  the  English  banks 
would  have  won  the  victory  they  aspire  to.  We  are  not  sure 
that  they  ought  to  win  it.  What  they  would  have  done, 
however,  is  of  still  greater  importance.  They  would  have 
obtained  a fair,  full,  and  impartial  hearing  from  the  British 
public,  and  they  would  have  appeared  before  Parliament  as 
citizens  anxious  to  preserve  their  country  from  the  evils  of 
future  panics,  rather  than  as  tradesmen  who  wanted  to  pro- 
tect themselves  from  the  competition  of  rivals  in  business.  A 
further  advantage  would  have  been  gained,  in  that.  Parlia- 
ment would  have  seized,  discussed,  and  perhaps,  decided  the 
two  questions  on  which  the  whole  controversy  turns.  First. 
Can  the  Scotch  banks  be  safely  admitted  to  the  privileges 
which  they  seek  ? and  if  so,  what  conditions  must  be  imposed 
upon  these  banks  and  upon  the  English  banks  to  meet  and 
to  prevent  the  increased  perils  of  future  financial  panics.  Of 
these  conditions  two  of  the  most  important  are  the  requiring 
of  every  bank  to  keep  in  its  own  coffers  an  ample  supply  of 
coin  reserves;  and  secondly,  to  give  guarantees  to  the  public 
that  such  reserves  were  really  in  the  vaults  of  the  bank,  by 
the  publication  of  attested  weekly  statements  in  the  newspa- 
pers containing  the  details  of  the  liabilities  and  cash  reserves. 
This  system  of  safeguards  has  been  tested  in  other  countries, 
Bnd  new  arguments  in  its  favor  are  suggested  by  the  recent 
efforts  of  the  Scotch  banks  to  establish  themselves  in  London. 

Another  result  which  the  English  banks  would  have  accom- 
plished if  they  had  managed  their  case  more  skillfully  before 
the  House  of  Commons  is,  that  the  report  of  the  committee 
now  before  us  would  have  been  less  desultory.  It  is  impossi- 
ble that  the  committee  should  have  avoided  fixing  its  atten- 
tion upon  the  two  great  banking  questions  of  the  day,  panics 
and  cash  reserves.  The  most  meagre  attention  is  really  given 
to  these  two  questions  in  the  report.  Some  of  the  witnesses 
started  casually  the  most  suggestive  topics,  but  the  commit- 
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tee  seldom  explored  them  with  much  minuteness.  Two  high 
officials  of  the  Bank  of  England  were  examined,  but  little  in- 
formation was  elicited  in  comparison  with  what  might  have 
been  expected.  One  of  them  stated  incidentally  that  the 
Scotch  banks  enhanced  the  perils  of  the  panic  of  1847,  by 
the  exhaustion  of  their  cash  reserves  and  the  consequent 
urgency  of  their  entreaties  for  help  at  the  Bank  of  England. 
It  is  somewhat  singular  that  the  committee  were  not  led  by 
this  and  other  testimony  to  regard  bank  panics  and  bank  re- 
serves as  worthy  of  the  most  thorough  examination,  in  con- 
nection with  the  subject  before  them. 

We  must  not  close  this  paper  without  a brief  reference  to 
a remedy  for  the  evil  which  has  been  proposed  by  some  of 
the  English  banks,  and  is  supported  by  a powerful  body  of 
influence  among  them.  It  is  set  forth  by  Mr.  Dod  in  an 
elaborate  essay  in  the  journal  of  the  Statistical  Society  for 
March,  1875.  As  it  seemed  to  be  settled  that  the  Scotch 
banks  could  not  be  kept  out  of  England,  Mr.  Dod  proposed 
that  they  should  be  allowed  free  permission  to  open  branches 
there.  But  to  do  away  with  all  partiality  he  would  put  all 
the  banks,  English  and  Scotch,  on  the  same  level  in  regard 
to  the  issue  of  notes.  He  would  repeal  the  privileges  given 
to  the  Bank  of  England  and  to  other  banks  of  issue  by  the 
act  of  1844,  and  he  would  confer  the  right  of  issuing  bank 
notes  up>on  all  banks  on  conditions  somewhat  like  those  of 
our  National  banking  law.  We  shall  discuss  Mr.  Dod*s  plan 
hereafter.  He  expounds  it  as  follows : 

“ Three  plans  of  securing  the  note  issues  of  the  banks  are 
suggested.  First,  we  may  make  the  bank-note  a first  charge 
on  the  issuer’s  estate  in  the  event  of  failure.  Secondly,  we 
may  require  government  securities  to  be  lodged  with  the  gov- 
ernment to  cover  the  amount  of  the  maximum  issue.  Thirdly, 
we  may  combine  the  first  two  plans,  and  we  may  make  the 
note  a first  charge  on  the  estate  of  the  issuer,  and  we  may 
require  security  for  the  whole  or  part  of  the  authorized  maxi- 
mum of  circulation.  With  regard  to  the  first  plan,  that  of 
making  the  note  a first  charge  on  the  issuer’s  estate  in  the 
event  of  failure,  the  objection  has  been  made  that  in  the 
event  of  a bank  getting  into  difficulties  the  depositors  would 
make  a run  upon  it  in  order  to  put  themselves  in  the  position 
of  note  holders.  But  it  cannot  be  supposed  that  depositors 
who,  under  the  present  position  of  the  issues,  would  not  run 
upon  the  bank  for  legal  tender,  would,  if  the  notes  ranked 
preferentially  to  other  liabilities,  run  upon  the  bank  for  pay 
ment  in  its  notes. 

“ 2.  To  the  proposition  to  require  each  issuer  to  lodge  with 
the  State  government  securities  to  cover  the  amount  of  his 
maximum  issue,  it  might  be  objected  that  this  would  secure 
the  ultimate  payment  of  the  note,  but  could  afford  no  guar- 
antee of  its  immediate  convertibility.  To  this,  it  may  be  re- 
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plied,  that  the  State  is  by  no  means  called  upon  to  see  to 
the  immediate  convertibility  of  a non-legal-tender  note. 
Though  it  may  be  politic  to  organize  measures  for  the  pro- 
tection of  the  holder  from  loss  ; but,  in  any  case,  notes  se- 
cured by  the  deposit  of  consols  with  the  State,  would  be  prac- 
tically convertible  so  far  as  the  public  were  concerned,  for  as 
the  discredit  of  the  Government-Security  note  of  one  issuer 
might  affect  the  notes  of  other  issuers  in  the  same  district,  it 
would  be  the  policy  of  these  issuers  to  give  credit  for  the 
notes  of  the  failed  banks — knowing  their  ultimate  sufficiency — 
rather  than  allow  the  system  of  note  issues  in  which  they 
were  themselves  interested  to  suffer  discredit.  This  is  pre- 
cisely the  course  which  the  Scotch  banks,  after  a couple  of 
days  hesitation,  adopted  with  regard  to  the  notes  of  the 
Western  Bank  when  it  failed  some  years  ago,  and  they  ob- 
tained a permanent  accession  of  business  by  so  doing,  avoid- 
ing of  course  a loss  of  interest  by  having  the  notes  marked 
as  presented  for  payment. 

3.  “ The  third  alteration  comprises  the  two-fold  security  of 
making  the  notes  a first  charge  on  the  estate  of  the  issuer, 
and  of  requiring  security  for  the  whole  part  of  the  authorized 
maximum  of  circulation.  If  the  notes  were  made  a first  charge 
on  the  estate  it  would  probably  be  sufficient  to  require  the 
provision  of  government  security  for  one-half  of  the  maximum 
of  authorized  circulation.  Probably  too,  it  would  be  quite 
unnecessary  to  bind  the  banks  to  hold  coin  or  other  legal 
tender.  A bank  failing  to  pay  its  notes  on  demand,  would 
forfeit  the  privilege  of  issue.  This  of  itself  ought  to  insure 
the  maintenance  of  an  adequate  supply  of  legal  tender  ; but  a 
monthly  return  should  be  required,  for  publication,  of  the 
average  weekly  amount  of  legal  tender  held,  and  every  bank 
should  be  obliged  to  publish  a balance  sheet  annually,  in  a 
prescribed  form If  it  should  be  urged  as  an  ob- 

jection to  the  extension  of  the  country  issues,  that  the  press- 
ure on  the  Bank  of  England  during  a time  of  revulsion  or 
threatened  crisis,  already  too  great,  would  be  made  worse,  for 
the  reason  that  provincial  banks  would  have  not  only  their 
deposits,  but  likewise  their  circulation  to  pretect,  and  would 
require  to  hold  for  that  purpose  an  increased  amount  of  le- 
gal tender ; it  may  be  replied  that  the  notes  would  command 
confidence  by  bearing  on  the  face  of  them  the  conditions  as 
to  security  under  which  they  were  issued.  Moreover,  it  is  to 
be  hoped  that  the  days  of  the  reliance  of  our  banking  system 
on  the  single  attenuated  reserve  of  the  Bank  of  England  are 
already  numbered,  and  that  the  regular  publication  of  the 
amount  of  legal  tender  held  by  each  bank,  will  be  enforced 
to  secure  the  permanent  maintenance  by  every  considerable 
bank,  of  a tangible  reserve  in  coin  or  legal-tender  notes.  The 
extension  of  the  country  issues  would  facilitate  the  formation 
of  such  reserves  by  throwing  free  a considerable  amount  of 
the  legal  tender  now  in  circulation.” 
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CHANGES  FROM  GOLD  TO  SILVER  UNDER  THE 
OPERATION  OF  THE  DOUBLE  STANDARD. 

BY  GEORGE  M.  WESTON. 

Lord  Liverpool  may  be  said  to  be  the  author  of  the  British 
single  standard  of  gold.  He  had  recommended  it  in  a letter 
to  the  King  on  the  coinage  in  1805,  and  as  Prime  Minister 
in  1816,  he  influenced  the  legislation  adopting  it.  The  main 
reason  for  it,  assigned  by  him,  was  the  following  : 

‘‘From  the  beginning  of  the  reign  of  James  I to  William 
III  gold  and  silver  coins  were  alternately  exported,  to  the 
great  detriment  of  the  public,  as  often  as  individuals  could 
proht  thereby.'* 

Lord  Liverpool  does  not  point  out  in  what  this  great 
detriment  to  the  public  **  consists,  and  it  will  be  found  upon  ex- 
amination, that  there  is  no  detriment"  in  it,  great"  or 
small,  but  on  the  contrary,  a positive  profit  and  advantage. 

It  is  undoubtedly  true  that  the  double  standard,  giving  to 
the  debtor  the  option  of  the  metal  in  which  he  will  pay,  in- 
sures the  most  general  circulation  of  the  metal  which  is  the 
cheapest  for  the  time  being.  As  gold  is  sometimes  the 
cheapest,  and  sometimes  silver,  they  will  be,  of  course,  alter- 
nately exported,  but  the  resulting  great  detriment  to  the  pub- 
lie  " is  not  apparent. 

The  late  Alexander  Baring  was  not  aware  of  any  ^^detri- 
ment " having  been  experienced  in  England.  In  his  testimony 
before  a Parliamentary  Committee  in  1828,  he  admitted  that 
the  market  rates  between  the  two  metals,  ^^will  vary  with  the 
variations  in  the  relative  value  of  the  metals^  however  wisely  you 
may  adjust  the  dijference"  and  that  as  a consequence,  under 
the  double  standard,  “ the  practiced  currency  may  change  from  one 
to  the  other,"  But  he  was  unable  to  see  any  disadvantage  in 
that,  and  continued  to  insist  that  England  should  return  to 
the  double  standard,  abandoned  twelve  years  before. 

The  first  example  of  the  kind  in  our  own  National  history, 
commenced  in  1821,  when,  in  consequence  of  a large  demand 
for  gold  in  England,  whene  gold  payments  were  then  re- 
sumed, there  was  a premium  on  gold  large  enough  to  take 
it  out  of  our  circulation  and  send  it  abroad.  This  continued 
until  1834,  when  our  legal  ratio  of  gold  to  silver  was 
changed,  and  gold  became  rather  the  cheaper  metal  of  the 
two  at  the  new  prices  fixed  by  the  mint. 

While  this  gold  exportation  was  going  on,  there  was  some 
alarm  and  some  agitation  in  favor  of  a single  standard  of 
gold,  as  a means  of  getting  back  that  metal  into  our  active 
currency.  The  evidence  of  this  agitation  will  be  found  in  a 
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report  made  to  Congress  by  the  Secretary  of  the  Treasury, 
May  4th,  1830,  and  the  papers  accompanying  it.  Among 
them  will  be  found  a copy  of  the  testimony  of  Alexander 
Baring,  given  in  London  in  1828,  exhibiting  the  disastrous 
fluctuations  of  such  a narrow  standard  as  gold  alone,  and  an 
energetic  remonstrance  of  Albert  Gallatin  against  the  demon- 
etization of  silver,  Mr.  Gallatin  declaring  that  all  public  and 
private  contracts  in  America  had  been  entered  into  on  the 
basis  of  the  dollar  of  so  many  grains  of  pure  silver.  A let- 
ter of  Samuel  White,  cashier  of  the  U.  S.  Bank  at  Baltimore, 
is  also  found,  exhibiting  high  intelligence  and  a thorough 
knowledge  of  every  detail  of  the  case.  Mr.  White  was  quite 
unable  to  see  that  great  detriment  to  the  public''  which  so 
afflicted  Lord  Liverpool.  Of  the  drain  of  gold,  and  the  sub- 
stitution therefor  of  the  other  metal,  he  says  : 

“ If  any  evil  or  real  inconvenience  has  been  experienced,  I 
must  confess  my  inability  to  perceive  it.  The  matter  appears 
to  resolve  itself  into  the  simple  calculation,  whether  or  not 
we  have  sustained  pecuniary  loss  by  the  conversion  of  the 
gold  portion  of  our  specie  into  silver  coin,  at  the  rate  of  five 
per  cent,  premium  which  was  obtained.” 

The  gold  thus  exported  would  be  sure  to  come  back  again 
on  the  next  turn  of  the  market,  and  with  a new  profit  on  the 
silver  exported  in  its  place.  It  is  true  that  “ individuals " 
might  profit  thereby^"  but  those  individuals  would  be  our  own 
citizens,  and  their  profit  would  be  at  the  expense  of  foreign- 
ers, and  not  at  our  expense. 

It  is  true  that  if  the  exportation  was  of  silver,  the  neces- 
sary medium  of  the  smaller  exchanges,  there  would  be  an  in- 
convenience, but  that  is  easily  met  by  the  expedient  of  a 
token  currency,  which  we  actually  adopted  in  1853,  sufficiently 
reduced  in  value  to  be  unavailable  for  export,  and  yet  not  so 
much  reduced  as  to  be  unacceptable  for  the  uses  made  of  it. 
It  is  doubtful  if  such  reduced  coins  can  constitutionally  be 
made  in  this  country  a legal  tender  for  any  sum,  but  they 
would  always  be  current  as  '‘^voluntary  money (which  is  a 
phrase  of  Mr.  Gallatin,)  if  not  issued  in  excess  of  the  de- 
mand for  such  coins.  Either  by  force  of  law,  or  by  a 
pressure  of  convenience  equal  to  the  force  of  law,  small  sil- 
ver tokens  can  be  so  maintained  in  common  use,  that  mis- 
chief will  not  result,  if  an  oscillation  of  market  values  sends 
the  mass  of  our  silver  abroad,  and  substitutes  gold  for  it. 
The  reserves  of  banks  and  of  public  treasuries  and  private 
hoards,  would,  in  such  a case,  be  of  gold  rather  than  silver. 
Undoubtedly  silver  is  better  for  the  two  first  purposes,  as 
affording  less  facilities  for  robbery. 

The  agitation  of  1830  was  disposed  of  by  a report  made 
to  the  U.  S.  Senate  by  Mr.  Sanford,  (Senate  document  No.  3, 
second  session,  twenty-first  Congress,)  in  which  it  is  well  said  : 

**  Experience  has  shown  that  a suitable  adjustment  will,  in 
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general,  secure  adequate  portions  of  the  two  species  of  coins 
during  a long  period.  Minute  variations  in  the  relative  value 
of  gold  and  silver,  occur  without  end  ; they  are  generally  of 
short  duration ; and  they  are,  in  general,  vibrations  which 
compensate  each  other,  and  leave  the  average  of  relative 
value  unvaried.” 

“The  necessity  of  occasional  adjustments  is  a small  incon- 
venience, when  compared  with  the  great  inconvenience  of 
using  only  one  of  the  metals  ; and  such  has  been  the  experi- 
ence of  mankind.” 

“Strange  indeed,  must  be  that  policy  which  can  tolerate 
five  hundred  different  kinds  of  paper  money,  and  cannot  tol- 
erate both  gold  and  silver.” 

“The  constitution  of  the  United  States  evidently  contem- 
plates that  the  money  of  this  country  shall  be  gold  and  sil- 
ver. Our  system  of  money,  established  in  1792,  fully  adopts 
the  principle  that  it  is  expedient  to  coin  and  use  both  metals 
as  inoney,  and  such  has  always  been  the  opinion  of  the  peo- 
ple of  the  United  States.” 

The  next  agitation  followed  the  California  discoveries  of 
1848,  which  relatively  cheapened  gold  and  caused  silver  to  be 
exported,  and  to  a degree  which  caused  a troublesome  scarc- 
ity of  small  change.  This  difficulty  was  met  by  the  act  of 
1853,  creating  a small  silver  token  currency  of  reduced  value. 
This  act  was  matured  and  presented  to  the  Senate  in  1852, 
by  Mr.  Hunter,  Chairman  of  the  Finance  Committee,  with  an 
elaborate  report.  It  is  truly  remarkable  that  such  an  act 
should  be  treated  as  demonetizing  silver.  It  did  no  such  a 
thing.  On  the  contrary,  Mr.  Hunter  denounced  the  adop- 
tion of  either  one  of  the  metals  alone,  as  ruinous  to  debtors, 
to  property  and  to  industry  ; delaring  : 

“The  mischief  would  be  great  indeed,  if  all  the  world  were 
to  adopt  but  one  of  the  precious  metals  as  the  standard  of 
value.  To  adopt  gold  alone,  would  diminish  the  specie  cur- 
rency more  than  one-half  ; and  the  reduction  the  other  way, 
should  silver  be  taken  as  the  only  standard,  would  be  large 
enough  to  prove  highly  disastrous  to  the  human  race.” 

The  act  of  1853  left  the  silver  dollar  untouched,  a full 
legal  tender  for  all  sums,  and  its  coinage  demandable  as  of 
right  by  any  depositor  at  the  mint  of  silver  bullion.  And 
in  point  of  fact,  confidently  as  it  has  been  affirmed  that  its 
coinage  practically  ceased  in  1853,  and  that  it  was  unknown 
as  a coin  for  twenty  years  prior  to  1873,  the  official  returns 
of  the  mint  show  that  the  coinage  of  it  increased  six-fold 
after  1853.  And  it  is  apparent  that  a portion  of  this  sub- 
sequent coinage  was  for  the  purpose  of  circulation  in  this 
country,  and  not  for  export. 

The  total  coinage  of  the  silver  dollar  at  Philadelphia  and 
the  branch  mints,  from  1792  to  1873,  was  ^8,045,838,  or  at 
an  average  rate  of  one  hundred  thousand  dollars  per  annum 
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The  coinage  in  the  three  years  from  1859  to  1861,  both  inclu- 
sive, was  $ 1,488,930,  and  that  this  was  for  home  use,  is 
shown  by  the  fact  that  it  dropped  suddenly  from  $559,930 
in  1861  to  only  seventeen  hundred  and  fifty  dollars  in  1862, 
when  the  currency  of  the  country  became  paper  and  the 
metals  were  no  longer  used.  The  coinage  for  the  five  years 
from  1869  to  1873,  both  inclusive,  was  $3,538,710.  This  was 
from  the  new  mines  in  Nevada,  and  was  manifestly  for  export. 

The  period  when  the  silver  dollar  was  not  coined,  was  not 
after  1853,  but  from  1808  to  1835,  when  not  one  was  struck ; 
but  that  did  not  demonetize  it.  The  explanation  probably  is, 
that  it  wAs  not  sufficiently  known  for  use  in  our  trade  with 
the  East,  and  that  the  half  dollar  was  preferred  for  home 
purposes.  The  same  fact  of  a temporary  non-coinage  hap- 
pened in  respect  to  gold  after  1821,  when  the  resumption  of 
gold  payments  by  the  Bank  of  England  had  made  gold 
dearer.  It  was  not  carried  to  our  mint  for  coinage,  ^fter 
1821,  for  a dozen  years;  but  that  did  not  demonetize  it.  Nor 
was  silver  demonetized  by  the  temporary  relative  rise  of  it,  as 
a consequence  of  the  California  and  Australian  discoveries. 
It  has  already  fallen  again,  and,  but  for  the  clandestine,  sur- 
reptitious and  really  fraudulent  alterations  in  our  coinage  laws 
in  1873  1S74,  it  would  be  silver  and  not  gold  which 

would  be  carried  to  the  mints  just  as  soon  as  the  displacement 
of  legal-tender  paper  gave  room  for  the  currency  of  the 
precious  metals. 

What  happened  in  this  country  after  the  California  discov- 
eries, the  displacement  of  silver  by  the  cheaper  gold,  down 
to  1862,  when  paper  displaced  both,  is  well  recollected.  Sil- 
ver was  kept  in  the  small  channels  of  circulation  by  the  ex- 
pedient of  tokens,  but  bank  reserves  changed  from  silver  to 
gold.  No  detriment  of  the  public'"  was  perceived  by  anybody, 
and  none  occurred. 

The  same  thing  happened  at  the  same  time  and  from  the 
same  cause  in  France,  but  on  a much  larger  scale,  as  that 
country  has  always  used  a much  greater  proportion  of  me- 
tallic money  than  the  United  States.  Down  to  1859,  France 
had  exchangee  after  the  California  discoveries,  not  less  than 
five  hundred  millions  of  dollars  of  silver  for  gold.  The  mint 
returns  justify  an  estimate  one-fifth  higher  than  that,  and  the 
exchange  of  silver  for  gold  continued  for  some  time  after 
1859.  Undoubtedly  France  made  a profit  in  exchanging  one 
kind  of  money  for  another  temporarily  cheaper,  and  would 
have  made  a new  and  greater  profit  recently,  if  she  had  left 
the  double  standard  to  its  natural  and  beneficent  action,  and 
taken  back  silver  freely  in  exchange  for  gold.  This  would 
have  left  her  with  the  same  currency  she  started  with  in  1850, 
plus  two  profits  drawn  from  the  oscillations  of  the  markets. 
If  she  has  lost  the  last  profit  it  is  because  she  has  been  ob- 
liged, since  1874,  so  far  to  yield  to  the  clamors  of  the  single 
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gold  Standard  theorists,  as  to  restrict  the  silver  coinage  with- 
in narrow  limits. 

Nobody  pretends  that  there  was  any  ^'‘detriment  of  the  pub- 
lic'* in  France,  in  the  change  from  silver  to  gold,  and  no- 
body can  show  that  there  would  now  be  any  in  the  change 
back  from  gold  to  silver. 

In  testimony  given  in  1869,  before  a government  monetary 
commission,  the  French  Baron  Rothschild  said  : 

“ In  countries  with  the  double  standard,  the  principal  cir- 
culation will  always  be  established  of  that  metal  which  is  the 
most  abundant.  It  is  scarcely  twenty  years  ago,  that  silver 
was  the  principal  element  in  our  transactions.  Since  the  dis- 
coveries of  the  California  and  Australian  mines,  it  is  gold 
which  has  taken  its  place.  The  partial  replacement  of  silver 
by  gold,  which  has  taken  place  in  these  late  times,  has  been 
effected  without  inconvenience.  They  now  demand  that  silver 
should  be  demonetized,  as  fifteen  years  ago  they  demanded 
that  gold  should  be.  The  French  Government  wisely  re- 
fused to  demonetize  gold  then,  and  it  will  be  equally  wise 
to  refuse  to  demonetize  silver  now." 

The  only  plausible  objection  to  now  leaving  the  double 
standard  to  operate  freely  in  France,  is,  that  although  she 
would  gain  five  or  ten  per  cent,  by  substituting  silver  for 
gold,  she  might  lose  in  the  end  vastly  more  than  that,  by  a 
large  and  permanent  depreciation  of  silver.  The  legal  ratio 
of  gold  to  silver  in  the  French  coinage  is  fifteen  and  a half 
to  one.  The  future  of  markets  is,  of  course,  uncertain,  but 
we  have  an  experience  of  forty  centuries  to  be  governed  by 
in  this  case.  Fifteen  and  a half  to  one,  is  a ratio  considerably 
higher  than  gold  has  borne  to  silver,  on  the  average  of  all 
past  times.  Mankind  will  be  slow  to  believe  that  there  is  not 
as  much  intrinsic  value  in  fifteen  and  one-half  tons  of  silver, 
as  there  is  in  one  ton  of  gold,  and  that  an  exchange  of  gold 
for  silver  on  that  basis  is  not  quite  as  likely  to  result  in  a 
profit  as  in  a loss. 

Silver  is  just  now  temporarily  depreciated  relatively  to  gold 
by  its  demonetization  in  Germany,  as  it  was  by  the  resump- 
tion of  payments  in  gold  by  the  Bank  of  England,  in  1821. 
In  the  English  case  it  was  gold  that  was  appreciated,  no  sil- 
ver being  thrown  out  of  circulation ; the  previous  currency 
having  been  Bank  of  England  notes.  In  the  German  case, 
not  only  is  gold  appreciated,  but  silver  is  cheapened  by  con- 
siderable quantities  being  thrown  out  of  the  currency  and 
forced  upon  the  markets  of  other  nations.  This  makes  the 
effect  greater,  but  it  will  be  temporary  if  France  adheres  to 
the  double  standard,  and  if  specie  payments  are  resumed  by 
the  United  States,  as  they  manifestly  never  can  be  without  a 
restoration  by  us  of  the  constitutional  money  of  gold  and  sil- 
ver combined. 

If  the  view  is  limited  to  the  relative  production  of  the  two 
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metals,  without  reference  to  actual  or  threatened  demonetiza- 
tions of  either,  and  without  reference  to  changes  in  the  rela- 
tive consumption  and  use  of  the  two,  silver  is  the  most  likely 
to  rise  and  therefore  the  safer  metal  to  hold.  On  the  aver- 
age of  the  century  prior  to  the  California  discoveries,  the 
production  of  silver  was  not  far  from  fifty  times  as  much  in 
weight,  and  three  times  as  much  in  value,  as  the  production 
of  gold.  The  California  mines  turned  the  scale  and  gave  a 
large  excess  in  value  to  the  gold  production.  This  excess, 
although  diminishing,  still  continues,  and  is  not  likely  to  be 
wholly  overcome  very  speedily.  On  the  average  of  the  four 
years  ending  with  and  including  1875  the  value  of  the  gold 
produced  was  to  that  of  silver  as  three  to  two.  It  is  plain, 
that  if  gold  maintained  a ratio  of  fifteen  or  sixteen  to  one  of 
silver  during  an  entire  century,  with  a production  of  only 
one-third  as  much  in  value,  that  its  continuing  to  maintain 
so  high  a ratio  in  the  face  of  a production  exceeding  that  of 
silver  in  value,  must  depend  upon  special  circumstances,  and 
must  have  a good  many  elements  of  precariousness  in  it. 
One  of  these  special  circumstances  we  know,  which  was  the 
absorption  of  gold  in  the  currencies  of  countries  having  the 
double  standard  ; notably  in  France.  Another  one,  now  ex- 
isting, is  the  adoption  of  an  exclusive  gold  standard  by  Ger- 
many and  the  adjoining  Scandinavian  States.  And  undoubt- 
edly, if  the  whole  world  can  be  induced  to  follow  that  mis- 
chievous example,  the  ratio  of  gold  to  silver  would  be  carried 
to  unheard-of  figures,  while  the  prices  of  property  and  labor, 
as  measured  by  the  new  standard  of  gold  only,  would  sink 
to  the  level  of  the  most  depressed  period  of  the  Dark  Ages. 
But  this  will  not  happen,  because  it  cannot  happen  without 
the  assent  and  concurrence  of  America,  which  can  never  be 
obtained.  And  it  is  therefore  true,  that  while  the  production 
of  gold  so  largely  exceeds  the  ratio  to  that  of  silver  which 
it  maintained  for  the  century  prior  to  1848,  the  chances  are 
that  it  will  fall.  The  nations  which  get  rid  of  their  gold  at 
the  present  prices  in  silver,  are  the  ones  likely  to  profit  by 
the  exchange. 

In  all  aspects,  therefore,  we  need  have  no  fear  of  practical 
ill  effects  from  a firm  adherence  to  the  double  standard  of 
the  Constitution.  If  every  dollar  of  our  gold  coins  leaves  the 
country,  it  would  only  be  what  happened  after  1821  and  down 
to  1834.  We  shall  part  with  it  at  a good  bargain  and  it  will 
come  back  at  the  next  turn  of  the  tide.  If  foreigners'  choose 
to  pay  for  it  at  an  extravagant  price,  the  loss  is  theirs,  not 
ours.  By  selling  it  freely  for  silver  we  shall  restore  the 
normal  equilibrium  of  the  metals.  Nobody  need  sleep  less 
soundly  because  the  reserves  in  the  national  treasury,  and  in 
the  banks,  are  silver  instead  of  gold.  The  great  detriment  of 
the  public"  which  Lord  Liverpool  saw  in  the  outflow,  alter- 
nately, of  gold  and  silver,  is  the  idlest  of  fancies.  If  our 
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gold  goes  and  never  comes  back,  we  can  flourish  upon  silver, 
as  well  as  Amsterdam  and  Hamburg,  which  have  had  no 
other  money  during  the  greater  part  of  their  commercial  ex- 
istence. But  we  may  rely  upon  it,  that  it  will  come  back 
and  with  a round  profit.  Those  who  buy  it  at  a ratio  of  17 
to  I will  be  the  losers.  Our  legal  ratio,  of  16  for  i,  is  itself 
above  the  average  market  ratio  for  the  past  two  centuries, 
and  above  the  probable  ratio  for  the  future. 


THE  HISTORY  OF  BANKING  IN  MASSACHUSETTS. 

BY  DUDLEY  P.  BAILEY,  JR. 

No.  2. 

During  the  war  of  1812,  the  banks  of  Massachusetts,  in 
order  to  maintain  specie  payments,  were  obliged  to  pursue 
a cautious  policy,  which  provoked  some  complaint.  A writer 
calling  himself  “ A Stray  Yankee,”  in  complaining  in  1814  of 
the  hard  times,  said  it  could  not  be  denied  that  for  the  last 
year  there  had  been  more  failures  in  Boston  than  in  all  the 
other  seaports  put  together,  and  that  this  great  calamity 
had  been  brought  about  almost  entirely  by  the  banks  which 
persisted  in  maintaining  specie  payments  against  the  rest  of 
the  country,  so  that  they  were  compelled  to  refuse  discounts 
and  to  call  upon  borrowers  to  pay  up  as  fast  as  possible. 
As  the ' debts  due  to  the  banks  in  Boston  increased  from 
$7,499,129,  in  June,  1812,  to  $8,355,776,  in  June,  1813,  and 
$ 10,922,194,  in  June,  1814 — a total  increase  of  discounts  and 
advances,  of  nearly  fifty  per  cent. — it  is  difficult  to  see  any 
reasonable  ground  of  complaint  against  the  banks  for  not 
granting  further  accommodations.  The  banks  of  Massachu- 
setts had  at  this  time  large  resources  in  specie,  driven  thither 
by  the  suspension  of  specie  payments  in  other  sections.  This 
movement  of  specie  was  materially  promoted  by  the  policy  of 
the  New  England  Bank  in  sending  home  for  redemption  the 
bills  of  New  York  banks,  which  were  estimated  to  constitute, 
in  1813,  about  one-half  of  the  currency  of  Vermont  and  West- 
ern Massachusetts.  By  the  efforts  of  the  New  England  Bank 
these  States  were  effectually  cleared  of  New  York  currency. 
In  exchange  for  it  New  England  secured  from  two  to  three 
millions  of  dollars  in  specie,  which  was  of  great  service  to 
the  New  England  banks  in  maintaining  specie  payments. 
Most  of  the  specie  in  the  Massachusetts  banks,  during  the 
years  1812-16,  was  held  merely  on  deposit  as  is  shown  by  the 
fact  that  the  specie  increased  and  decreased  nearly  pari  passu 
with  the  deposits,  as  is  shown  by  the  following  table  : 
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y^rs. 

yune. 

BOSTON 

BANKS. 

WHOLE 

STATE. 

specie. 

Deposits. 

specie. 

Deposits . 

I81I 

...  #850,829  ... 

...  2,882,116 

4.569.575  - 

#2,847,748 

...  #1.513,001 

•••  #3.385.72* 

1812 

4,146,031 

...  3,681,696 

1813 

5.472,548 

7.363.867 

5.780,798 

6,903,593 

1814 

...  5,466,660 

6,946,543 

9,201,718 

1815 

• 2,232,353  ... 

816,028 

3.090.770 

3.464,241 

4.057.39s 

1816 

1.674,116 

...  1,260,210 

2.133,279 

To  have  extended  banking  operations  to  a great  extent 
upon  resources  of  so  transitory  a character  would  have  stim- 
ulated speculation  only  to  produce  a most  disastrous  reaction 
when  the  time  came  for  these  resources  to  be  withdrawn. 

The  close  of  the  war  in  1815  was  followed  by  a period  of 
severe  pressure,  and  the  legislation  of  the  time  discloses  the 
difficulty  encountered  in  raising  the  new  banking  capital  au- 
thorized, amounting,  between  1813  ^4,925,000,  di- 

vided among  thirteen  new  banks,  and  four  previously  in  exis- 
tence which  were  authorized  to  increase  their  capitals.  Dur- 
ing the  years  1814-19,  mostly  after  1815,  no  less  than  fourteen 
different  acts  of  the  legislature  were  passed,  extending  the 
time  for  paying  in  installments  of  bank  capital,  and  nine  re- 
ductions of  capital  occurred,  amounting  in  the  aggregate  to 
$3,570,000,  while  one  bank,  the  Bedford,  with  a capital  au- 
thorized of  S 200,000,  was  obliged  to  close  up,  being  sup- 
planted by  the  Bedford  Commercial  Bank,  capital  $100,000. 

Among  the  devices  for  meeting  the  pressure,  was  one  em- 
ployed by  the  Dedham  Bank,  which,  in  August,  1816,  issued 
a large  quantity  of  bills,  checks,  or  drafts  payable  to  bearer 
and  drawn  on  the  cashier  of  the  Bank  of  Middletown,  Conn. 
This  was  the  occasion  of  enacting  in  December,  1816,  a law 
prohibiting  any  bank  in  Massachusetts  from  issuing  any  bill, 
note,  check,  or  draft,  f except  drafts  exceeding  $100,)  payable 
at  any  other  place,  unless  the  same  was  also  on  its  face  made 
payable  at  the  bank,  and  no  bank  was  to  issue  any  bill  or 
note  redeemable  at  such  bank,  in  any  other  manner  than  by 
payment  in  specie. 

As  a result  of  the  pressure,  the  paid-up  capital  of  the  Mas- 
sachusetts banks  was  reduced  from  $11,475,000  in  June,  1816, 
to  $9,298,050  in  June,  1817.  It  had  reached  $10,600,000  in 
1820,  but  was  again  reduced  to  $9,800,000  in  1821.  The  cir- 
culation fell  from  a maximum  of  $2,922,611  in  1814,  to 
$2,134,690  in  j8i6  ; a contraction  of  less  than  twenty-seven 
per  cent,  in  two  years;  but  had  reached  $2,614,734  in  1820, 
and  $3,010,762  in  1821,  at  which  time  the  deposits  amounted 
to  $5,448,608.  The  Boston  banks  contracted  their  accommo- 
dations from  $10,922,194  in  1814,  to  $10,612,021  in  1816, 
$8,821,255  in  1819,  and  $8,893,228  in  1821;  the  maximum 
contraction  being  less  than  twenty  per  cent.,  but  the  country 
banks  steadily  increased  their  accommodations  during  this 
period  so  that  in  the  whole  state  the  loans,  discounts  and 
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advances,  which  stood  at  $13,454,290  in  1814,  $13,753,102  in 
1815,  and  $13,706,802  in  1816,  had  only  fallen  to  $12,647,089 
in  1817,  $12,583,659  in  1818,  and  $12,931,844  in  1819;  the 
maximum  contraction  being  less  than  nine  per  cent.  These 
figures  show  that  the  contraction  in  Massachusetts  was  much 
less  violent  than  in  some  other  sections  where  it  amounted  to 
from  one-third  to  one-half  in  the  bank  note  circulation.  It 
was  at  this  point  that  Massachusetts  began  to  enjoy,  in  a 
comparative  exemption  from  the  ruin  and  disaster  elsewhere 
experienced,  the  reward  of  following  the  safe  but  rugged  path 
of  specie  payments. 

The  whole  number  of  banks  chartered  previous  to  January 
I,  1825,  was  forty-nine,  of  which  six,  the  Nantucket,  Merri- 
mack, Essex,  Northampton,  Bedford,  and  Berkshire,  with  an 
authorized  capital  of  $ 1,175,000,  had  either  failed,  discon- 
tinued, or  been  absorbed  in  some  other  institution,  produc- 
ing a net  reduction  of  $925,000  in  authorized  capital.  Three 
more,  the  Boston  Merchants,  incorporated  in  1818,  Middlesex 
of  Concord,  ( 1822,)  and  Mechanics  and  Traders*,  of  Boston, 
(1824,)  with  an  authorized  capital  of  $1,100,000,  appear  never 
to  have  gone  into  operation.  The  reductions  in  the  capitals  of 
banks  still  continuing  amounted  to  $4,470,000,  giving  a total 
of  $6,495,000  chartered  for  banking,  but  which  had  either 
never  been  embarked  in  the  business,  or  had  been  lost  or  di- 
verted into  other  channels.  This  makes  no  account  of  banks 
whose  installments  were  partly,  but  not  wholly,  paid  up.  The 
total  capital  authorized  for  banking,  to  January  1,  1825,  was 
1 20,800,000.  Making  the  above  deductions,  the  authorized 
capital  of  forty  banks  in  existence  at  that  date  was 
$14,305,000,  of  which  $13,300,000  are  reported  as  paid  in.  It 
appears  therefore,  as  the  result  of  the  first  forty  years  of 
banking  in  Massachusetts,  that  about  eighty-two  per  cent, 
of  the  banks,  and  seventy  per  cent,  of  the  banking  capital 
chartered,  still  survived  at  the  end  of  this  period.  Consider- 
ing the  rapid  growth  of  banking,  the  proportion  of  abortive 
effort  in  this  direction  is  not  surprising;  nor  considering  the 
keenness  of  the  competition,  necessarily  arising  under  such 
circumstances,  are  its  destructive  effects  to  be  wondered  at. 

In  1824  the  system  of  par  redemption  for  all  New  England 
bills  was  projected,  and  early  in  1825,  it  went  into  operation 
under  the  management  of  five  Boston  banks,  the  Eagle, 
Globe,  Manufacturers  and  Mechanics*,  (afterwards  Tremont,) 
State,  and  Suffolk,  representing  a total  capital  of  $4,300,000. 
The  New  England,  as  before  stated,  had  been  in  the  habit 
of  receiving  the  notes  of  all  banks  out  of  Boston,  charging 
to  the  holder  only  the  actual  cost  of  getting  them  cashed; 
but  the  discount  on  the  bank  notes  of  other  New  England 
States,  as  compared  with  those  of  Massachusetts,  was  still,  in 
about  one  per  cent.  It  was  the  aim  of  the  new  asso- 
ciation to  redeem  in  Boston  the  notes  of  all  New  England 
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banks,  without  expense  except  to  the  banks  issuing  them.  A 
committee  of  five,  one  from  each  of  the  associated  banks, 
had  the  management  of  the  business.  They  appointed  an 
agent  to  receive  and  credit  the  foreign  money  taken  by  the 
associated  banks  of  their  customers,  and  keep  a distinct  set 
of  books  for  that  purpose;  all  expenses  and  losses  which 
might  arise  were  to  be  borne  by  the  five  banks  in  proportion 
to  the  amount  that  each  should  receive  on  deposit.  The 
amount  received  by  one  of  the  associated  banks  had  at  one 
time  reached  $269,640,  or  more  than  one-third  of  its  capital. 
As  collections  were  then,  in  the  absence  of  railroad  commu- 
nication, effected  very  slowly,  being  made  by  special  messen- 
ger only  once  in  several  weeks,  the  burden  thus  thrown  on 
the  associated  banks  was  quite  heavy. 

The  system  at  first  excited  bitter  opposition.  The  small 
local  banks  which  desired  to  have  their  bills  carried  away  as 
far  as  possible  and  never  brought  back  for  redemption, 
viewed  with  no  favor  a plan  for  defeating  this  object.  The 
associated  banks  in  derision  were  styled  the  “ Holy  Alliance  ” 
and  sometimes  the  ‘‘  Five-tailed  Bashaw.”  Had  any  one  of 
them  receded  in  the  early  days  of  the  struggle,  of  which 
there  was  some  fear,  the  experiment  would,  it  is  said,  have 
been  abandoned.  They  persevered,  however,  until  the  system 
was  finally  established,  and  the  Suffolk  Bank  assumed  its  ex- 
clusive management.  The  system  as  finally  perfected  under 
the  administration  of  Henry  B.  Stone,  for  many  years  Presi- 
dent of  the  Suffolk  Bank,  contemplated  the  redemption  by 
that  bank  at  par,  of  the  notes*  of  every  New  England  bank 
which  kept  with  the  Suffolk  a certain  specified  deposit,  usu- 
ally from  $3,000  to  $5,000.  Most  of  the  New  England  banks 
finding  the  system  beneficial  to  themselves  as  well  as  to  the 
public,  finally  came  into  the  arrangement,  and  for  nearly 
forty  years  the  system  exercised  a most  wholesome  influence 
on  banking  in  New  England,  keeping  a salutary  check  upon 
the  issues  of  the  banks,  and  giving  that  section  a nearly  uni- 
form bank  note  currency. 

According  to  Felt’s  Massachusetts  Currency ^ banks  were,  prior 
to  1825,  promoted  and  sustained  chiefly  by  capitalists,  but 
after  that  they  were  much  oftener  created  for  the  purpose  of 
borrowing  and  not  of  lending,  for  rash  enterprises  to  gain  for- 
tunes at  the  expense  of  the  community.  The  years  1825, 
1826,  and  1828,  were  prolific  in  bank  charters,  and  in  the 
four  years,  1825-28,  no  less  than  thirty -six  banks  were  incor- 
porated, all  but  two  in  the  three  years  first  mentioned,  while 
fourteen  banks  were  authorized  to  increase  their  capitals. 
The  total  new  capital  authorized  was  $9,075,000.  Most  of 
these  charters  required  one-half  of  the  capital  authorized  to 
be  paid  in  before  commencing,  and  prohibited  the  declara- 
tion of  a dividend  until  the  whole  was  paid  in.  No  stock- 
holder was  allowed  to  borrow  at  the  bank  until  he  had  paid 
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his  full  proportion  of  the  authorized  capital,  nor  to  transfer 
his  stock  until  the  expiration  of  one  year  from  the  granting 
of  the  charter,  and  if  the  bank  was  not  put  in  operation  dur- 
ing that  time  its  charter  became  void. 

The  necessity  of  drawing  from  other  uses  so  much  new 
capital  for  banking  purposes  under  these  stringent  provisions, 
caused  a severe  pressure  for  cash  at  several  periods  during 
these  years.  This  was  so  severely  felt  in  1827,  and  again  in 
1829,  that  in  the  former  year  only  two  new  banks  were  char- 
tered, and  in  the  latter  only  one.  Of  the  two  banks  char- 
tered in  1827,  neither,  and  of  fourteen  chartered  in  1828, 
only  six,  went  into  operation,  and  of  these  six,  two  became 
insolvent  within  two  years.  The  capital  of  the  banks  which 
never  went  into  operation  amounted  to  $2,700,000.  In  Au- 
gust, 1829,  the  Farmers’  Bank  of  Belchertown,  incorporated  in 
1825  with  a capital  of  $ 100,000,  failed  through  gross  misman- 
agement. The  Sutton  Bank,  capital  $ 100,000,  and  the 
Brighton  Bank,  capital  $150,000,  both  incorporated  in  1828, 
and  by  means  of  rank  perjury,  on  the  part  of  their  directors, 
put  in  operation  on  fictitious  capital,  were  soon  after  found 
to  be  in  an  unsafe  condition,  and  to  be  habitually  conducted 
in  violation  of  nearly  every  provision  of  their  charters.  There 
is  reason  to  believe  that  a considerable  number  of  other 
banks  were  guilty  of  like  misdoing.  The  charters  of  these 
three  were  repealed  early  in  1830,  and  an  act  passed  making 
it  perjury  to  swear  falsely  in  making  returns  of  the  condition 
of  banks  and  other  corporations.  In  1828  and  1830  six  banks 
were  authorized  to  reduce  their  capital  in  the  amount  of 
$1,300,000.  In  the  six  years,  1825-30,  therefore,  the  net  in- 
crease of  capital  authorized,  including  $150,000  of  new  capi- 
tal, authorized  in  1829,  was  only  $4,875,000.  An  amount, 
equal  to  about  forty-seven  per  cent,  of  the  new  capital  au- 
thorized, either  had  never  been  employed  in  banking  or  had 
been  lost  or  diverted  from  it.  The  proportion  of  failure 
among  the  banking  schemes  projected  shows  a marked  increase 
over  the  first  forty  years  of  banking  in  Massachusetts. 

Banking  was  very  unprofitable  in  1830,  the  average 
dividend  for  October  being,  according  to  Martin’s  Boston  Stock 
Market^  only  per  cent.  No  new  charters  were  granted.  In 
October,  1831,  the  charters  of  all  the  banks,  except  the  one  in- 
corporated 1829,  (which  did  not  commence  until  1831)  expired. 
Sixty-two  of  them,  with  capitals  amounting  to  $18,845,000, 
were  rechartered  until  October  i,  1851;  the  Phenix,  of  Nan- 
tucket, capital,  $200,000,  being  omitted.  The  Mendon,  capi- 
tal $100,000,  and  the  Newburyport,  capital  $210,000,  did  not 
accept  their  new  acts  of  incorporation,  and  continued  in  ex- 
istence after  October,  1831,  only  to  close  their  concerns.  Be- 
sides the  old  banks  fifteen  new  ones  were  incorporated,  with 
capital  authorized  of  $4,075,000,  and  three  of  the  banks  pre- 
viously in  existence  were  authorized  to  increase  their  capitals 
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to  the  amount  of  $375,000,  making  the  new  capital  author- 
ized for  the  year  $4,450,000,  which  added  to  the  $18,945,000 
of  the  old  banks  gives  a total  of  $ 23,395,000;  from  which 
$360,000  should  be  deducted  for  banks  discontinuing  or  re- 
ducing capital. 

The  newly  chartered  banks  became  subject  to  the  general 
banking  law  of  February,  1829,  the  first  comprehensive 
statute  in  relation  to  this  subject.  It  provided  that  no  bank 
thereafter  established  should  go  into  operation  until  fifty  per 
cent,  of  the  capital  had  been  actually  paid  in,  in  gold  and 
silver,  and  had  been  examined,  counted,  certified  and  sworn 
to  as  previously  required.  No  loan  was  to  be  made  to  a 
stockholder  until  the  full  amount  of  his  shares  was  actually 
paid  in,  and  no  bank  was  to  have  owing  to  it  on  loans  se- 
cured by  pledge  of  its  stock,  a greater  amount  than  fifty 
per  cent,  of  its  capital  paid  in,  and  no  part  of  the  stock 
was  to  be  sold  or  transferred  until  the  whole  was  paid  in. 

Most  of  the  earlier  charters  had  allowed  the  banks  to  have 
bills  in  circulation  equal  to  twice  their  paid-up  capital. 
After  1812  most  of  the  charters  restricted  the  circulation  to 
fifty  per  cent,  beyond  the  paid-up  capital,  and  after  1825,  to 
the  amount  of  such  capital.  In  the  new  law  their  circulation 
was  allowed  to  exceed  this  limit  twenty-five  per  cent.  The 
total  amount  of  debts  due  to  or  from  a bank  exclusive  of 
deposits  was  not  to  exceed  twice  the  capital  stock  paid  in; 
the  directors  to  be  personally  liable  in  case  of  any  excess. 
No  bank  was  to  use  its  effects  in  trade  or  commerce,  but 
might  sell  all  kinds  of  personal  pledges  lodged  with  it  as  se- 
curity. Banks  might  hold  real  estate  requisite  for  the  tran- 
saction of  their  business,  not  exceeding  twelve  per  cent,  of 
their  capital,  unless  specially  authorized,  exclusive  of  what 
they  might  hold  on  mortgage,  receive  on  execution,  or  take 
as  security  for  or  in  payment  of  debts  due  to  them,  and  no 
more.  Banks  were  to  have  not  less  than  five  nor  more  than 
twelve  directors.  None  but  a member  of  the  banking  corpo- 
ration, being  a citizen  of  and  resident  in  Massachusetts,  was 
eligible  to  office  as  a director,  and  a majority  of  the  direc- 
tors in  any  bank  had  to  be  residents  in  the  county  where  it 
was  located.  No  person  could  be  a director  in  two  banks  at 
the  same  time.  The  directors  were  required  to  make  half 
yearly  dividends. 

The  banks  were  liable  to  pay  interest  at  the  rate  of  twenty- 
four  per  cent,  per  annum  on  any  bill  or  note  on  which  pay- 
ment was  refused  or  delayed  during  the  usual  banking  hours. 
The  stockholders  were  made  personally  liable  to  the  amount 
of  their  stock,  to  make  good  any  loss  or  deficiency  of  capi- 
tal arising  from  official  mismanagement  of  the  directors,  and 
were  also  holden  individually  for  the  payment  of  all  bills  is- 
sued by  a bank  and  remaining  unpaid  at  the  expiration  of 
its  charter,  in  proportion  to  the  amount  of  their  stock.  But 
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both  these  provisions  had  been  contained  in  the  charters 
granted  for  many  years  previous.  A bank  was  required  to 
loan  to  the  Commonwealth  five  per  cent,  of  its  capital,  at 
any  one  time,  reimbursable  by  five  annual  installments  at  five 
per  cent,  interest,  the  Commonwealth  not  to  be  indebted  to 
the  bank  at  any  one  time  without  its  consent,  for  a larger 
sum  than  ten  per  cent,  of  its  capital.  The  Commonwealth 
was  to  have  the  right  to  subscribe  to  the  capital  fifty  per 
cent,  in  addition  to  the  amount  thereof  authorized,  with  ad- 
ditional directors  and  dividends  in  proportion.  The  right  of 
examination  by  a legislative  committee,  was  continued  with 
heavy  penalties  for  bank  officers  refusing  or  neglecting  to 
exhibit  their  books  or  obstructing  the  investigation. 

Every  bank  was  liable  as  previously,  for  about  thirty  years, 
to  pay  to  any  bona  fide  holder  the  original  amount  of  any 
note  altered  to  a larger  amount  in  the  course  of  its  circula- 
tion. The  State  tax  of  one-half  of  one  per  cent.,  semi-annu  - 
ally, on  the  paid-up  capital  of  the  banks,  first  imposed  in 
1812,  was  continued.  Their  shares  were  made  liable  to  at- 
tachment in  suits  against  stockholders,  and  their  real  estate 
might  be  attached,  and  lands  mortgaged  to  them  might  be 
seized  and  sold  on  execution.  The  amount  of  bills  under 
$5  remained  limited  to  twenty-five  per  cent,  of  the  paid-up 
capital,  and  bills  under  ^i,  and  notes,  bills,  checks,  drafts, 
certificates,  and  facilities  payable  at  a future  date,  or  bear- 
ing interest,  were  forbidden.  This  last  restriction  became  op- 
erative in  1829.  Embezzlement  of  a bank's  effects  by  any 
person  connected  with  the  bank,  was  made  larceny,  and 
was  to  be  punishable  by  imprisonment.  This  last  provision 
had  been  first  enacted  in  1825. 

Some  changes  had  been  made  in  the  returns  by  a law  of 
February,  1825.  Besides  the  particulars  previously  required, 
they  were  to  distinguish  those  deposits  and  notes  of  the  bank 
bearing  interest  from  those  not  on  interest,  and  to  state  the 
profits  on  hand  accrued  since  the  last  dividend,  reserved 
profits  at  the  time  of  the  last  dividend,  balances  due  to  and 
from  other  banks,  the  total  amount  due  from  the  bank  and 
the  total  resources  of  the  bank.  By  act  of  March,  1826,  the 
returns  were  to  be  made  up  to  May  and  December,  instead 
of  January  and  June,  in  each  year,  and  were  to  specify  also 
the  amount  of  debts  due  to  the  bank  secured  by  pledge  of 
its  stock,  and  the  amount  of  debts  due  and  not  paid,  and 
considered  doubtful.  The  returns  under  the  laws  of  Febru- 
ary, 1829,  *^ot  call  for  any  statement  of  the  amount  of 
notes  in  circulation  bearing  interest,  the  banks  being  prohib- 
ited from  issuing  them,  nor  of  the  net  profits  on  hand,  ac- 
crued since  last  dividend,  nor  of  the  bills  in  circulation 
under  $5,  but  simply  of  the  whole  circulation  instead.  In 
other  respects  they  continued  as  before;  except  that  they 
were  made  up  to  the  last  Saturday  of  some  preceding  month. 
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to  be  designated  by  the  Governor,  and  only  once,  instead 
of  twice,  each  year.  Any  new  privileges  granted  to  any 
bank  were,  according  to  the  new  law,  to  be  enjoyed  by  all 
banks.  Bills  under  ^ loo  were  to  be  impressed  from  Perkin's 
stereotype  steel  plate.  A number  of  other  provisions  already 
noticed  as  contained  in  the  charters,  were  incorporated  into 
the  general  law,  of  which  the  foregoing  is  but  an  imper- 
fect sketch. 

During  three  of  the  six  years  1831-36,  the  bank  fever 
raged  with  great  violence,  more  than  doubling  the  number 
and  capital  of  the  banks.  The  pressure  and  embarrassment 
prevailing  in  1834  together  with  the  rapid  multiplication  of 
banks  in  the  previous  three  years,  gave  a new  development 
to  certain  abuses  which  were  strongly  condemned  by  a joint 
committee  of  the  Legislature  in  a report  made  in  1834.  One 
of  these  abuses  was  the  selling  by  banks,  in  defiance  of  law, 
of  their  own  checks  on  some  other,  perhaps  distant  bank. 
These  checks  were  sold  at  from  one-quarter  to  three 
per  cent,  premium,  and  by  giving  one  of  them  for  a note 
discounted  or  loan  made,  the  bank  secured  not  only  its  six 
per  cent,  interest  but  the  premium  on  the  check,  thus  secur- 
ing in  some  cases  the  equivalent  of  nine  per  cent,  interest  on 
the  loan  or  discount.  Another  device  prevailing  extensively 
was  the  discounting  of  promissory  paper  not  in  money,  but 
in  bills  of  the  discounting  bank,  delivered  under  an  express 
stipulation  that  they  should  not  be  put  in  circulation  for  a 
specified  time.  By  this  means  the  bank,  while  the  bills  were 
thus  kept  out  of  circulation,  obtained  interest  on  money 
which  it  had  only  nominally  lent,  and  the  borrower  in  order 
to  obtain  ready  money  was  obliged  to  pledge  the  notes  with 
some  capitalist,  paying  interest  a second  time.  “ At  no  time," 
says  the  report,  can  the  borrower  “ obtain  money  in  this  mode 
without  paying  more  than  legal  interest  for  it;  and  in  times 
like  the  present,  he  seldom  obtains  it  by  such  means  without 
paying  about  double  that  rate." 

Still  another  device  of  the  banks  was  to  hire  money,  issu- 
ing for  it  a book  similar  in  form  to  the  common  deposit 
book,  only  without  the  leaves,  and  with  the  entry  made  and 
the  terms  of  the  loan  usually  stated  on  the  inside  of  the 
covers.  The  deposit  books  then,  as  now,  were  usually  bound 
in  blue  covers,  and  the  deposit  books  bearing  interest  ac- 
quired the  designation  of  Blue  Books,"  to  distinguish  them 
from  the  others.  The  practice  of  issuing  these  books  com- 
menced soon  after  the  passage  of  the  act  of  1829,  which  pro- 
hibited any  bank  from  issuing  any  “ note,  bill,  check, 
draft,  facility  or  certificate,  payable  at  a future  day  or  bear- 
ing interest,"  and  the  form  of  a deposit  book  was  adopted  to 
evade  this  provision.  At  first  gpven  only  in  the  case  of  actual 
loans  to  the  bank,  for  which  it  was  allowed  before  1829  to 
issue  its  notes  on  interest,  they  came  to  be  extensively  issued 
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during  the  pressure  of  1834,  instead  of  money,  in  discounting 
paper.  “In  such  cases  the  merchant  offers  his  note  for  dis- 
count, ascertains  that  he  can  obtain  nothing  for  it  from  the 
bank  but  one  of  these  books  and  he  then  applies  for  aid  to  a 
broker,  who  finds  some  money  lender  who  will  purchase  such 
a book.  The  bank  receives  the  note,  deducts  the  interest  from 
it  and  for  the  balance  of  it  issues  its  own  book  on  interest 
to  the  money  lender,  who  deducts  his  own  extra  interest  and 
the  broker's  fees,  and  pays  the  balance  to  the  merchant  or 
to  the  broker  for  him.”  “The  amount  of  discount,  interest, 
and  charges  to  which  merchants  taking  these  books  have  for 
some  time  been  compelled  to  submit,  has  seldom  been  less  than 
nine  or  ten  per  cent.,  frequently  sixteen,  and  so  upwards  to 
twenty  and  twenty-four  per  cent.”  The  committee  was  not 
wholly  blind  to  the  fact  that  these  practices  were  due  in  some 
measure  to  the  pernicious  influence  of  the  usury  laws,  but  they 
did  not  recommend  their  repeal. 

A law  was,  in  consequence,  passed  in  1834,  prohibiting  any 
bank  from  borrowing  money  on  interest,  unless  of  a savings 
institution,  and  from  giving  for  the  proceeds  of  a loan  or 
discount,  any  book,  note,  bill,  draft,  check,  acceptance,  facil- 
ity, entry  in  account  or  certificate,  for  money  payable  at  a fu- 
ture date,  or  bearing  interest;  such  obligation  to  be  void. 
By  the  Revised  Statutes  of  1835,  any  loan  or  discount  by  a 
bank,  the  proceeds  of  which  were  made  payable  otherwise 
than  in  specie  or  bills  of  the  bank  on  demand,  were  declared 
void  as  to  the  bank,  and  every  bank  offending  was  liable  to 
a penalty  of  $ 500.  The  law  against  post  notes  was,  in  April, 
1836,  so  far  modified  as  to  allow  a bank  to  issue  them  on 
time  at  not  less  than  four  and  a half  per  cent,  interest  to 
the  amount  of  twenty-five  per  cent,  of  its  paid-up  capital. 
This  remained  in  force  less  than  two  years.  In  April,  1837, 
a law  was  passed  prohibiting  banks  from  issuing  or  loaning 
their  bills,  except  post  notes,  with  an  express  or  implied  agree- 
ment that  such  notes  should  not  be  put  into  immediate  circu- 
lation, or  that  they  should  not  for  a limited  time  be  returned 
to  the  bank  for  redemption.  This  closed  the  last  door  to  the 
abuses  mentioned,  so  far  as  that  could  be  done  by  legislation. 

The  stringency  in  1834  caused  the  committee  on  banks 
and  banking  to  report  unfavorably  on  the  applications  for 
bank  charters  in  that  year,  as  was  also  the  case  in  1835, 
when  money  was  easy.  But  in  1836  the  legislative  mill 
made  up  for  lost  time  by  grinding  out  a most  extraordinary 
grist  of  bank  charters.  Among  other  schemes  urged  upon 
the  Legislature  at  this  session,  were  a bank  at  Boston  in  aid 
of  the  Western  Railroad  with  the  capital  ^5,000,000,  and 
a State  bank  with  $ 10,000,000  capital,  of  which  the  Com- 
monwealth was  to  subscribe  one  half  by  means  of  a loan 
at  four  per  cent,  to  be  negotiated  in  London.  The  bill  to 
incorporate  this  institution  was  lost  on  its  passage  to  a third 
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reading,  and  the  bill  to  incorporate  the  Western  Railroad 
Bank  fared  no  better. 


The  following  table  shows  the  progress  made  in  chartering 
new  banking  capital  from  1831  to  1836: 


No  of  Banks 

Capital 

authorized. 

No  0/  Banks 
authorized  to 

Amount  0/ 
increase 

Total  new 

Years. 

Chartered, 

increase  capital. 

authorized. 

capital  authorized. 

183* 

15  ... 

♦4,075,000 

...  3 •*. 

♦ 375,000 

...  ♦4,450,000 

1832 

16 

2,670,000 

...  10 

1,155,000 

3,825,000 

1833 

14  ... 

3,250,000 

...  6 

450,000 

3,700,000 

*834-5 

I 

100,000 

...  I 

100,000 

...  200,000 

1836 

32  ... 

6,720,000 

...  23  ... 

3,700,000 

10,420,000 

6years. 

78  ... 

$ 16,815,000 

...  43  ••• 

5,780,000 

...  ^22,595,000  ^ 

60  old  banks  re-chartered  and  accepting  charters. , 

18,535,000 

$41,130,000 

$200,000 

100.000 

300,000 


Total  authorized  capital  of  137  banks,  January  i,  1837 $40,830^000 

Banks,  in  operation,  September,  1836,  129.  Capital  reported...  38,280,000 

Increase  over  1830,  66.  “ “ ....  18,985,000 


Had  it  been  necessary  to  raise  actual  money  in  the  old  fash- 
ioned way  for  the  capital  of  these  newly  chartered  banks,  a 
large  proportion  of  them  would  have  been  unable  to  go  into 
operation.  But  with  the  aid  of  invention  and  the  latest  im- 
provements, the  raising  of  bank  capital  had  ceased  to  be  a diffi- 
cult or  expensive  process.  It  was  only  necessary  to  secure  a 
place  for  the  bank  to  be  kept,  organize  by  the  choice  of  di- 
rectors and  officers,  borrow  for  one  day  specie  to  the  amount 
of  one-half  the  authorized  capital  to  be  examined  and  counted  ^ 
by  the  commissioners,  who  should  ascertain  by  the  oaths  of 
a majority  of  the  directors,  that  such  specie  had  been  paid 
in  by  the  stockholders,  towards  payment  for  their  respective 
shares,  and  not  for  any  other  purpose,  and  that  it  was  in- 
tended to  have  it  remain  as  a part  of  said  capital;  then,  return 
the  specie ; take  the  notes  of  the  stockholders  instead, 
for  the  amount  of  the  paid-up  capital,  and  set  the  printing 
press  in  motion  turning  out  bank  notes.  With  the  process  of 
raising  bank  capital  thus  simplified  only  four  of  these  seventy- 
eight  banks,  with  a capital  of  ^ 1,700,000,  failed  of  getting  under 
sail.  It  would  not  be  surprising  if  half  of  them  com- 
menced without  any  considerable  stock  of  actual  capital. 
Such  a record  of  fraud,  perjury,  and  bogus  financing,  is  not 
to  be  found  in  any  other  portion  of  the  history  of  Massa- 
chusetts, before  or  since. 

( To  be  concluded  in  October  Number, ) 


Total 

Less  two  banks  reducing  capital  1831-36. 
**  one  bank  franchise  lapsed 
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THE  BATTLE  OF  THE  STANDARDS. 

AN  ARGUMENT  IN  FAVOR  OF  A SOLE  SILVER  STANDARD  BY 
GEORGE  R.  GIBSON. 

What  is  specie  payment?  Is  it  payment  in  gold,  or  in  sil- 
ver, or  in  both  gold  and  silver  bearing  a fixed  relation,  the 
one  to  the  other  ? In  view  of  the  prolonged  consideration  of 
specie  resumption^  and  the  recent  interesting  discussion  of 
the  silver  question,  it  may  be  pertinent  to  examine  the  com- 
parative merits  of  a single  a double  standard,  and  a sole 
silver  zf.  a sole  gold  standard.  The  battle  of  the  standards 
has  waged  fierce  and  hot  on  many  a contested  field,  but  the 
iriangnlar  warfare  has  not  produced  any*  decisive  results. 
Indeed,  the  question  never  can  be  settled  with  the  accuracy 
and  exactness  of  a mathematical  proposition,  though  there 
are  certain  fundamental  principles  of  universal  application. 

It  may  be  profitable  to  briefly  review  our  history  upon  this 
subject.  Upon  the  organization  of  our  Government,  our  mo- 
netary system  was  based  upon  the  double  standard  of  gold 
and  silver.  By  the  act  of  April  2d,  1792,  37 grains  of 
pure  silver,  and  24.7  grains  ( now  23.22  grains ) pure  gold, 
were  declared  to  be  of  equivalent  value,  and  as  constituting 
the  dollar  of  account.  Though  the  gold  dollar  was  not  coined 
until  1849,  fifty-five  years  subsequent  to  the  coinage  of  the 
silver  dollar  (1794)  yet  their  legal-tender  quality  is  of  coeval 
origin.  In  1853  .the  silver  dollar  ceased  to  be  coined,  though 
371X  grains  pure  silver  continued  a legal-tender  for  one  dol- 
lar; but  the  act  of  that  year  debased  the  subsidiary  coinage, 
the  half  dollar  being  reduced  from  206 grains  to  192 
grains,  standard  fine,  with  quarters  and  dimes  diminished  in 
proportion,  and  a legal  tender  for  only  $5.  In  1873  the 
coinage  laws  were  again  revised  and  provision  made  for  the 
coinage  of  a special  silver  dollar  known  as  the  “ trade  dol- 
lar,” designed  for  the  Oriental  trade,  and  containing  420 
grains  (seven  and  a half  more  than  the  old  dollar,)  standard 
hne,  but  the  old  dollar  was  demonetized  as  a legal  tender 
for  all  sums  above  $5.  By  the  terms  of  this  bill,  the  double 
standard,  which  for  over  eighty  years  had  prevailed  in  this 
country,  was  abolished  and  gold  was  constituted  the  sole 
standard.  It  now  transpires  that  the  import  of  this  bill 
J'^hich  lingered  for  over  two  years  before  Congress,  was  but 
imperfectly  understood.  On  April  24th,  1876,  Senator  Jones 
made  a vigorous  assault  upon  this  abrogation  of  the  legal- 
tender  quality  of  silver,  in  a masterly  defense  of  the  double 
standard.  Under  the  influence  of  the  Congressional  debates, 
the  press  and  public  have  awakened  to  a realizing  sense  of 
^5 
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the  character  and  compass  of  the  act.  At  the  time  our  Na- 
tional debt  was  contracted,  silver,  co-equally  with  gold,  was 
a legal  tender,  and  the  language  of  all  the  loan  acts  of  Con- 
gress implies  the  use  of  either  gold  or  silver.  In  “ the  act  of 
1869  to  strengthen  public  credit,"  the  faith  of  the  United 
States  was  solemnly  pledged  to  the  payment  of  all  its  obliga- 
tions in  coin,  except  those  which  by  express  provision  were 
to  be  paid  in  lawful  money,  or  other  currency  than  gold  or 
silver.  Manifestly  the  word  “ coin,"  and  the  words  “ gold  or 
silver,"  are  synonymous  and  equivalent,  and  the  choice  of 
metals  was  left  to  the  Government.  The  fact  that  silver  has 
become  cheap  in  gold,  is  no  bar  to  this  option,  as  the  cred- 
itors of  the  Government  were  bound  to  know  that  in  a coun- 
try employing  the  double  standard,  payment  would  always 
be  made  in  the  cheaper  metal.  This  recital  serves  to  show 
that  in  the  absence  of  the  act  of  1873,  we  would  not  violate 
our  obligations  if  we  were  to  tender  silver  to  our  creditors; 
also  that  a double  standard  is  unreliable  as  a measure  of 
value,  one  metal  constantly  varying  from  its  fixed  ratio.  M. 
Chevalier,  commenting  upon  the  defects  of  a dual  standard, 
says:  “Governments  being  proverbially  more  or  less  needy, 
they  will  find  the  way  of  relieving  themselves  of  a portion  of 
their  engagements,  by  discharging  their  debts  with  whichever 
of  the  two  metals  shall  have  had  the  greater  relative  fall  in 
value."  John  Stuart  Mill  says:  “The  particular  kind  of  fluctua- 
tion to  which  a currency  is  rendered  more  liable,  by  having  two 
standards,  is  a fall  of  value,  or  what  is  commonly  called  a de- 
preciation, since  practically,  that  one  of  the  two  metals  will  be 
the  standard  of  value  of  which  the  real  has  fallen  below  the 
rated  value.  If  the  tendency  of  the  metals  be  to  rise  in 
value,  all  payments  will  be  made  in  the  one  which  has  risen 
least;  if  to  fall,  in  that  which  has  fallen  most."  John  Locke 
says:  “Two  metals,  such  as  gold  and  silver,  cannot  serve  at 
the  same  time,  and  in  the  same  country,  for  the  medium  of 
exchange,  because  the  medium  ought  to  be  always  the  same 
and  retain  the  same  proportionate  value.  To  adopt,  as  a 
measure  of  the  exchangeable  value  of  commodities,  sub- 
stances which  have  not  a fixed  and  invariable  relation  to 
each  other,  is  as  if  we  were  to  choose  for  a measure  of 
length  an  object  which  was  subject  to  the  process  of  dis- 
tending and  contracting  itself.  In  each  country  there  should 
be  but  one  money  to  serve  as  the  measure  of  value."  To 
maintain  two  metals  in  circulation  without  a variance  be- 
tween the  market  and  legal  value  of  one,  is  as  impossible  as 
to  make  two  clocks  the  standard  of  time.  A leaf  from  our 
own  history  shows  that  the  maintenance  of  a correct  ratio 
is  too  delicate  a prerogative  to  entrust  to  a political  body. 

In  1792,  the  relative  value  of  gold  to  silver  was  estab- 
lished at  one  to  fifteen,  which  was  in  accordance  with  the 
ratio  tJien  observed  in  Europe.  Subsequently,  France  changed 
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the  relative  value  to  one  to  filteen-and-a-half.  As  our  ratio 
remained  unchanged,  our  European  indebtedness  was  liqui- 
dated in  gold,  because  the  ounce  of  gold  that  purchased  in 
this  country  fifteen  ounces  of  silver,  bought  fifteen-and-a- 
half  ounces  in  France;  and  when  Europe  had  to  settle  bal- 
ances with  us  it  was  invariably  done  with  silver,  because 
the  fifteen  and  a half  ounces  of  silver  that  could  be  obtained 
in  Europe  for  one  ounce  of  gold  was  the  equivalent  of  one 
and  one-thirtieth  ounce  of  gold  in  the  United  States.  This 
tended  to  drive  gold  out  of  circulation  and  cheapen  silver. 
The  attention  of  Congress  having  been  called  to  these  facts, 
in  1834,  the  ratio  was  changed  to  one  to  sixteen,  which 
merely  inverted  the  previous  difference,  and  reversed  the 
flow  of  the  precious  metals.  Though  the  deductions  of  an  irre- 
sistible logic  lead  us  to  oppose  a double  standard  as  unsafe 
and  unwise,  in  selecting  a single  standard  reference  must 
be  had  to  the  state  of  the  precious  metals  abroad. 

Secretary  Chase  estimated  the  coin  in  the  United  States, 
in  1861,  to  be  from  two  hundred  and  seventy-five  millions 
to  three  hundred  millions,  and  no  wise  financier  would  con- 
cede that  a less  sum  would  tide  us  over  an  attempt  to  re- 
sume and  maintain  specie  payments.  In  order  to  accumu- 
late gold  it  would  be  necessary  to  sell  bonds  in  Europe, 
thus  converting  our  non-interest-bearing  greenbacks  into 
interest-bearing  bonds.  Our  position  is  this:  that,  while  our 
bonds  are  in  high  credit  in  the  exchanges  of  Europe,  yet, 
we  could  not  negotiate  $300,000,000  bonds  to  procure  an 
equivalent  amount  in  gold  without  a ruinous  expense  to 
ourselves  and  derangement  of  the  money  markets  of  the 
world,  if,  indeed,  its  acquisition  be  possible  at  all.  Let  the 
United  States  seek  to  withdraw  this  sum  in  coin  or  bullion 
and  its  efforts  would  speedily  be  thwarted  by  the  sudden 
advance  in  the  rate  of  discount  by  the  Bank  of  England 
and  on  the  continent.  This  application  of  the  brakes  would 
effectually  check  our  efforts  to  acquire  a resumption  fund  in 
gold.  On  the  other  hand,  the  redundancy  of  silver  in  Eu- 
rope, owing  to  causes  hereafter  to  be  enumerated,  would 
render  the  acquisition  of  this  metal,  in  a suitable  amount, 
a comparatively  easy  task.  But  outside  of  the  practical  ob- 
stacles to  gold  resumption  in  the  United  States  cogent  and 
convincing  reasons  can  be  adduced  to  show  that  silver 
would  better  subserve  our  purposes. 

The  advocates  of  a sole  gold  standard  assert  that  silver 
is  untrustworthy  and  unfitted  for  a standard,  as  is  attested 
by  its  recent  decline.  It  is  true  that  the  gold  value  of  silver 
this  summer  has  been  less  than  ever  known  in  the  London 
money  market,  many  circumstances  having  conspired  to  de- 
press the  price  of  silver  in  gold;  or,  what  is  nearer  the 
truth,  to  appreciate  the  value  of  gold  in  silver.  First,  the 
demonetization  of  about  $300,000,000  silver  in  Germany  cre- 
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ated  something  in  the  nature  of  a silver  panic,  in  the  fear 
of  its  enormous  and  sudden  precipitation  upon  the  market. 
This  was  aggravated  by  its  limited  coinage  in  the  States  of 
the  Latin  Union;  its  demonetization  in  the  United  States; 
its  excessive  production  by  the  Bonanza  mines;  the  expulsion 
of  about  $ 100,000,000  from  Austria  and  Italy  in  consequence 
of  their  paper  currencies;  and  the  unprecedentedly  large 
sales  within  the  last  year  of  Government  bills  on  India, 
which  precluded  its  usual  shipment  to  the  East.  This 
would  argue  a considerable  decline;  but  evidence  is  adduced 
to  show  that,  though  the  silver  mines  of  the  United.  States 
have  been  highly  productive,  our  silver  exports  have  not  in- 
creased; that  Germany  has  not  sold  as  much  as  first  re- 
ported; that  purchases  by  Russia,  Spain  and  China,  and  the 
absorption  by  France  of  a sum  estimated  at  $ 167,000,000  have 
all  tended  to  neutralize  this  decline.  It  is  further  contended 
that  prices  in  silver  countries  have  not  advanced  as  they  would 
have  done  had  the  depreciation  been  serious,  and  that  the 
purchasing  power  of  silver  has  not  materially  declined,  ex- 
cept in  respect  to  gold. 

The  evidence  is  very  conclusive  that  gold  has  greatly  ap- 
preciated. The  greatest  specie  lock-up  of  modern  times  has 
taken  place  within  the  last  three  years.  The  Bank  of  France, 
the  Bank  of  England,  and  the  Imperial  Bank  of  Germany, 
possessed  in  1873,  $290,000,000  coin.  In  July,  1876,  they  held 
$712,000,000,  which  chiefly  consisted  of  gold.  In  Germany 
and  England,  these  coin  reserves  were  almost  exclusively 
gold,  and,  in  the  Bank  of  France  they  were  fully  three- 
fourths.  The  hoarding  of  these  vast  sums  has  been  a potent 
cause  of  the  advance  of  gold.  The  demand  for  gold  in  Ger- 
many, where  it  has  been  constituted  the  sole  standard,  its  ex- 
clusive use  in  England  as  a standard,  as  well  as  in  the 
United  States  since  1873,  together  with  the  prospective  re- 
sumption in  France  in  1878,  and  in  the  United  States  in  1879, 
have  contributed  materially  to  enhance  its  value,  and  have  op- 
erated to  produce  an'^  effect  as  disastrous  to  the  debtor 
classes  as  corners  in  grain  to  those  who  are  unfortunately 
‘‘  short.” 

But  if  silver  had  actually  declined,  as  the  goldists  main- 
tain, it  would  not  cease  to  be  available  for  resumption  pur- 
poses. When  the  gold  discoveries  of  1848  indicated  an  enor- 
mous yield  of  that  metal,  some  of  the  coolest  and  clearest 
thinkers  in  Europe,  such  as  Bastiat  and  Chevalierf  imagined 
that  it  would  become  so  worthless  that  silver  alone  would 
answer  for  money.  But  “ experience  showed  that  the  increase 
of  the  gold  supply  poured  new  life  into  the  veins  of  commer- 
cial industry,  and  thus  enriched  the  nations  of  Christendom 
instead  of  embarrassing  and  impoverishing  them.” 

Senator  Jones  asserts  silver  to  be  more  stable  in  value  than 
gold,  and  his  position  is  sustained  by  facts.  The  gold  supply 
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has  fluctuated  from  an  annual  yield  in  1829,  of  $5,000,000  to 
$193,000,000  in  1852.  Whereas,  in  nearly  the  same  period 
the  silver  production  oscillated  between  $20,000,000  in  1829, 
and  $72,000,000  in  1875.  In  other  words  the  productions  of 
gold  has  fluctuated  within  that  time,  4000  per  cent.,  whilst 
silver  has  varied  only  300  per  cent.! 

The  bulky  nature  of  silver  is  another  objection  mentioned 
against  its  exclusive  use  as  a standard.  It  is  true  gold  is 
better  adapted  to  the  larger  coins,  but  under  the  recent  un- 
paralleled development  of  the  banking  system  and  its  ma- 
chinery of  exchange,  and  the  establishment  of  the  modem 
credit  system,  the  amount  of  actual  money  employed  in  the 
larger  transactions  is  trifling.  Sir  John  Lubbock,  shows  that 
only  about  three  per  cent,  of  the  monetary  transactions  in 
London  are  in  coin.  Coined  money  has  come  to  be  the 
small  change  of  commerce,  and  assuredly  silver  is  much  bet- 
ter adapted  to  small  coinage  than  gold.  Banks  of  issue  must 
continue  to  exist,  and  the  bulk  of  the  coin  will  rest  in  bank 
vaults  as  security  for  note  issues,  only  to  be  demanded  in 
times  of  flnancial  excitement.  But  if  bank  notes,  bills  of  ex- 
change, and  letters  of  credit,  do  not  subserve  all  the  purposes 
of  coin,  the  most  economical,  convenient  and  secure  means 
are  at  hand  to  obviate  the  difficulties  of  weight,  namely,  the 
deposit  and  receipt  of  certificates  of  deposit  in  any  sub-treas- 
ury or  Government  depository.  In  the  matters  of  foreign  or 
inland  shipments.  Senator  Jones  is  authority  for  saying  that 
the  transportation  charges  for  a given  sum  of  gold  or  sih 
ver  is  the  same,  notwithstanding  the  lighter  weight  of  the 
former. 

Another  objection  to  the  sole  employment  of  silver  is  that 
we  would  not  be  en  rapport  with  the  gold  nations  of  Europe. 
Balances  of  trade  between  nations  are  not  paid  in  coin, 
but  in  bullion,  and  it  is  immaterial  whether  the  bullion , be 
gold  or  silver  or  both.  It  goes  for  its  value  whatever  that 
may  be  at  the  time.  As  Senator  Jones  remarks,  “exchanges 
are  adjusted  by  means  of  bills  which  are  rated  in  view  of  the 
standard  of  value  in  the  several  countries  upon  or  through 
which  the  bills  are  drawn.”  If  our  standard  were  silver,  we 
would  settle  our  balances  in  that  metal  ( or  the  gold  pro- 
ducts of  our  mines  if  we  chose,)  at  the  price  in  all  countries 
as  determined  by  the  course  of  exchange.  , 

The  intention  of  the  foregoing  has  been  to  show  the  invul- 
nerability of  silver  to  the  assaults  of  the  advocates  of  a gold 
standard,  and  to  indicate  its  adaptability  to  our  wants.  We 
may  now  approach  those  objections  which  pertain  to  gold. 
Ernest  Seyd  truthfully  remarks  that  “every  measure  must  be 
capable  of  division  into  smaller  parts,  and  these  parts  must 
again  give  the  measure.”  In  this,  gold  is  defective,  for  be- 
low a certain  figure  its  divisibility  is  impracticable.  Even 
the  gold  dollar  is  inconveniently  small;  hence  gold  alone 
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cannot  fairly  perform  the  office  of  valuator.  Silver  is  indis- 
pensable for  fractional  coinage;  but  under  a gold  standard 
it  is  necessarily  a limited  legal  tender;  and  even  under  a 
double  standard  it  must  be  debased  in  order  to  retain  it  in 
circulation,  and  prevent  its  occasional  export.  The  result  of 
this  pernicious  system  is  an  invidious  discrimination  against 
the  poorer  classes.  When  actual  money  is  used  in  payment 
ninety  per  cent,  of  it  is  estimated  on  high  authority  to  be 
in  sums  less  than  twenty  dollars.  The  wage-earning  class 
is  paid  in  this  limited  legal  tender  and  depreciated  currency, 
and  by  them  it  is  again  paid  out  fur  provisions  and  the 
necessaries  of  life.  The  small  tradesman  is  bound  to  re- 
ceive it  to  the  extent  of  its  legal-tender  quality;  but  as  he 
suffers  a discount  in  making  his  larger  purchases,  or  on 
paying  his  mortgages,  he  must  perforce  add  this  discount 
to  his  prices,  in  order  to  protect  himself  from  loss.  The 
oppression  and  injustice  of  this  system  do  not  attach  to 
large  traders  and  the  more  opulent  classes,  as  full  ninety 
per  cent,  of  the  volume  of  their  transactions  is  performed 
without  the  intervention  of  money;  and  that  which  is  em- 
ployed is  chiefly  in  the  larger  denominations.  Under  a sole 
silver  standard  the  twenty-five  cent  piece  would  contain  pro- 
portionately as  much  pure  metal  as  the  dollar  or  unit. 

The  argument  has  been  persistently  made  that,  because 
gold  has  been  adopted  by  England  and  Germany,  its  use  is 
forced  upon  us.  It  is  true  that  the  nations  of  the  world 
must  construct  their  monetary  systems  with  reference  to  a 
mutual  relationship,  but  it  by  no  means  follows  that  one 
metal  alone  must  perform  the  exchanges  of  the  whole  world. 
Both  gold  and  silver  are  of  recognized  international  value, 
and  either  may  be  chosen  as  the  basis  of  a nation’s  values. 

The  entire  demonetization  of  either  metal  would  engender 
the  most  flagrant  wrongs  on  commerce  and  society;  it  would 
double  the  purchasing  power  of  the  other;  it  would  greatly 
depress  prices,  and  enrich  the  creditor  at  the  expense  of  the 
debtor.  While  we  favor  the  utilization  of  both  metals,  we 
do  not  approve  of  their  co-existence  in  one  nation.  This 
could  be  averted  by  the  adoption  of  silver  in  one  nation 
and  gold  in  another,  which  would  leave  the  scale  of  the 
world’s  prices  undisturbed,  without  exposing  the  commerce 
of  the  world  to  the  evils  of  a dual  standard.  In  the  event 
of  gold  being  the  sole  tender  in  this  country  a financial 
convulsion  in  Europe  would  subject  us  to  a violent  and  ex- 
cessive drain  of  gold,  disturbing  our  monetary  affairs,  and 
communicating  the  contagion  of  panic  to  our  shores.  In- 
deed, under  a double  standard  prices  which  are  adjusted  to 
the  stock  of  both  metals  would  be  seriously  disturbed  by 
the  drain  of  gold,  which  would  ensue  a panic  abroad. 
Place  us  upon  a silver  standard,  and,  though  we  would  be 
in  sympathy  with  the  whole  commercial  world  by  using  a 
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metal  of  common  acceptance,  the  force  of  the  shock  to  our 
system  would  in  a great  measure  be  broken  by  the  differ- 
ence in  standard.  The  merits  of  this  feature  ought  not  to 
be  underestimated,  for  the  influence  of  foreign  demand  and 
supply  of  gold  during  our  specie-paying  period  was  a con- 
stant menace  to  business.  If  silver  seems  best  adapted  to 
our  needs,  can  we  consistently  avail  ourselves  of  its  advan- 
^ges  ? Assuredly,  the  time  is  now  most  auspicious  and  the 
means  legitimate  to  adopt  silver  as  the  sole  standard  of 
value  in  the  United  States.  Our  previous  examination  into 
the  terms  of  the  bonded  obligations  of  the  United  States 
confirms  the  opinion  that  the  choice  between  gold  and  sil 
ver  is  reserved  by  the  Government. 

Both  political  parties,  which  are  presumed  to  reflect  public 
sentiment,  are  in  favor  of  as  early  a return  to  specie  pay- 
ments as  is  compatible  with  the  interest  of  trade,  avoiding  a 
sudden  shock  or  interference  with  the  obligations  of  debtors. 
Silver  is  manifestly  the  only  medium  through  which  this 
transition  can  be  made  without  severely  straining  our  whole 
commercial  fabric.  On  August  loth,  according  to  the  Lon- 
don quotations  of  silver  of  51^  to  51^  pence  per  ounce,  the 
gold  value  of  the  “trade  dollar”  at  the  New  Yoyk  equiva- 
lent was  88}4  cents,  or  but  a fraction  less  than  greenbacks 
on  the  same  day.  There  is  nothing  in  this  difference  to  de- 
ter us  from  adopting  silver,  for  the  demand  which  its  pro- 
spective use  would  create  would  banish  this  disparity.  The 
truth  of  this  position  finds  support  in  the  fact  that  as  soon 
as  the  subsidiary  coinage  bill  authorizing  the  issue  of 
$50,000,000  silver  was  approved  by  the  President,  silver  im- 
mediately advanced  about  two  per  cent.  It  would  be  safe  to 
predict  that  the  passage  of  a law  constituting  silver  a sole 
standard,  would  so  stimulate  prices  that  as  the  purchases  for 
coinage  proceeded  it  would  gradually  approximate  to  gold 
values.  We  would  thus  be  enabled  to  exchange  the  present 
fictitious  and  irredeemable  paper  for  a medium  of  intrinsic 
worth,  whose  value  would  steadily  advance,  but  not  so  rap- 
idly as  to  inflict  that  grievous  wrong  upon  debtors  which 
would  follow  a sudden  transition  to  gold.  Besides  it  would 
be  sustaining  the  value  of  one  of  our  own  products,  as  Eng- 
land did  in  1821,  when  she  resumed  in  gold  because  it  was 
the  cheaper  of  the  two  metals,  and  was,  moreover,  a British 
product.  No  apprehensions  of  a silver  inundation  need  be 
apprehended,  as  some  gold  advocates  predict.  Austria  and 
Italy  are  considering  a return  to  silver  payment,  and  in  the 
former  country,  the  paper  currency  approaches  silver  in  about 
the  same  degree  as  here.  The  Oriental  nations  must  adhere 
to  a silver  standard,  and  their  absorptive  powers  are  proverb- 
ial. The  demand  from  these  sources  is  alone  sufficient  to 
counteract  any  downward  tendency,  and  as  silver  is  now 
mined  on  the  verge  of  loss,  its  production  would  cease  be- 
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fore  it  declined  further.  Again,  its  value  in  the  useful  and 
ornamental  arts  give  us  the  most  ample  assurance  that  it  will 
maintain  that  steadiness  which  has  hitherto  characterized  it. 

The  logic  of  reason  and  experience  alike  condemn  the 
double  standard  as  unsafe  and  unreliable  in  practice,  and  vi- 
cious in  principle.  A single  standard  is  a National  necessity, 
and  for  the  reasons  above  enumerated,  we  consider  silver 
much  better  adapted  than  gold,  to  the  peculiarities  of  our 
time  and  the  exigencies  of  our  situation. 

Mattoon,  Illinois,  August,  1876. 


PRIORITY  OF  RIGHT  UNDER  THE  BANKRUPT  LAW. 

U.  S.  SUPREME  COURT — OCTOBER  TERM,  187$. 

Lewis,  Trustee  of  Jay  Cooke  and  Co.,  Bankrupts,  Appellant,  v.  United 

States. 

Appeal  from  the  Circuit  Court  of  the  United  States  for  the  Eastern  District  of 

Pennsylvania, 

Mr.  Justice  Swayne  delivered  the  opinion  of  the  Court. 

This  case  turns  upon  legal  propositions.  There  is  no  controversy  about  the 
facts.  Jay  Cooke,  McCulloch  & Co.,  bankers,  of  London,  were  appointed  by 
the  United  States  disbursing  agents  for  the  Navy  Department  On  the  19th  of 
October,  1873,  they  were  indebted  to  the  department,  for  the  balance  of 
moneys  placed  in  their  hands  for  disbursement,  in  the  sum  of  131,610  9s.  8d. 
On  or  about  the  20th  of  September,  1873,  when  the  amount  due  to  the  de- 
partment was  considerably  larger  than  that  mentioned,  the  company  placed  in 
the  hands  of  the  United  States  or  their  agents,  a large  amount  of  collaterals  for 
the  security  of  the  debt.  The  United  States  claim  the  right  to  apply  the  pro- 
ceeds of  these  collaterals  to  the  parent  of  another  and  later  debt  arising  in  the 
same  way.  Irrespective  of  the  collaterals,  the  amount  first  mentioned,  with  in- 
terest, is  still  due  and  unpaid. 

The  firm  of  Jav  Cooke,  McCulloch  & Co.  consisted  of  Hugh  McCulloch,  J. 
H.  Puleston,  and  Frank  H.  Evans,  residents  of  Great  Britain,  and  of  Jay 
Cooke,  Wm.  C.  Moorehead,  H.  C.  Fahnestock,  H.  D.  Cooke,  Pitt  Cooke, 
George  C.  Thomas,  and  Jay  Cooke,  Jr.,  residents  of  the  United  States.  For  a 
long  period  previous  to  the  time  first  mentioned,  there  was  a banking  house  in 
Philadelphia  under  the  name  of  Jay  Cooke  & Co.  The  members  of  that  firm 
were  the  seven  American  partners  in  the  house  of  Jay  Cooke.  McCulloch  & Co. 
and  James  A.  Garland.  On  the  26th  of  November,  1873,  ^ke  persons  com- 
posing the  firm  of  Jay  Cooke  & Co.  were  adjudicated  bankrupts,  and  this  adjudi- 
cation remains  in  full  force.  This  included  the  seven  American  members  of 
the  house  of  Jay  Cooke,  McCulloch  & Co.  The  other  three  partners  of  this 
latter  firm  are  not  bankrupt.  Under  the  proceedings  in  bankruptcy,  the  defend- 
ant, Lewis,  has  been  appointed  trustee  of  the  estates  of  the  banl^pts  of  the 
firm  of  Jay  Cooke  & Co.,  and,  as  such,  received  and  holds  their  several  sepa- 
rate individual  estates  and  assets,  and  the  estates  and  assets  of  the  firm  as  well. 
The  estates  of  these  bankrupts  are  insufficient  to  pay  all  their  indebtedness. 
The  United  States,  under  the  statutes  in  such  case  provided,  claim  priority  of 
payment  of  their  debt,  before  mentioned,  out  of  -the  separate  estates  of  such 
members  of  the  firm  of  Jay  Cooke  & Co.  as  were  also  members  of  the  debtor 
firm  of  Jay  Cooke,  McCulloch  & Co.  The  trustee  denies  the  validity  of  this  de- 
mand. The  United  States  have  instituted  this  proceeding  to  enforce  it. 

On  the  loth  of  April,  1875,  there  was  already  accum^ated  in  the  hands  of 
the  trustee  of  the  funds  so  claimed  by  the  United  States  the  sum  of 
$ 267,844.8a 
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Tlie  bankrupt  act  of  March  2d,  1867,  declares  that,  in  the  order  for  a divi- 
dend, **  the  followin|;  claims  shall  be  entitled  to  a priority  or  preference,  and  to 
be  first  paid  in  full  in  the  following  order  : 

“First.  Fees,  costs  and  expenses  of  suits  and  of  the  several  proceedings 
under  this  act,  and  for  the  custody  of  property,  as  herein  provided. 

** Second.  All  debts  due  to  the  United  States,  and  all  taxes  and.  assessments 
under  the  laws  thereof.” 

The  fifth  section  of  the  act  of  March  3.  1797,  i StaL  515,  enacts: 

“That  where  any  revenue  officer  or  other  person  hereafter  becoming  indebted 
to  the  United  States,  by  bond  or  otherwise,  shall  become  insolvent,  or  where 
the  estate  of  any  deceased  debtor  in  the  hands  of  executors  or  administrators 
shall  be  insufficient  to  pay  all  the  debts  due  from  the  deceased,  the  debt  due 
to  the  United  States  shall  be  first  satisfied,  and  the  priority  hereby  established 
shall  be  deemed  to  extend  as  well  to  cases  in  which  a debtor,  not  having  suffi- 
cient property  to  pay  all  his  debts,  shall  make  a voluntary  assignment  thereof, 
or  in  which  the  estate  and  effects  of  an  absconding,  concealed,  or  absent  debt- 
or, shall  be  attached  by  process  of  law,  as  to  the  cases  in  which  a legal  act  of 
bankruptcy  shall  be  committed.” 

It  may  be  well  to  pause  here  and  carefully  analyize  this  section  and  consider 
the  ppticulars  of  the  category  it  defines,  so  far  as  its  provisions  apply  to  the 
case  in  hand. 

Those  affected,  are  persons  “indebted  to  the  United  States.” 

This  language  is  general,  and  it  is  without  qualification. 

The  form  of  the  mdebtedness  is  immaterial. 

It  may  be  by  simple  contract,  specialty,  judgment,  decree,  or  otherwise  by 
record.  The  debt  may  be  legal  or  equitable,  and  have  been  incurred  in  this 
country  or  abroad.  A valid  indebtedness  is  as  effectual  in  one  form  as  another. 
No  discrimination  is  made  by  the  statute. 

The  debtors  may  be  joint  or  several,  and  principals  or  sureties. 

Here  again  no  distinction  is  made  by  the  statute.  All  are  included.  Beaston 
r.  Bank  of  Delaware,  12  /V/.,  134;  The  United  States  v,  Fisher,  2 Cr.,  358. 

There  must  be  bankruptcy  or  else  insolvency,  as  the  latter  is  defined  by  the 
statute  and  the  authorities  upon  the  subject 

As  bankruptcy  exists  here  we  need  not  look  beyond  that  point  in  this  case. 
Congress  had  power  to  pass  the  act  2 O.,  396. 

Where  the  language  of  a statute  is  transparent  and  its  meaning  clear  there  is 
no  room  for  the  office  of  construction.  There  should  be  no  construction  where 
there  is  nothing  to  construe.  The  United  States  v,  Wiltberger,  5 Wheat.,  95  ; 
Cherokee  Tobacco,  ii  Walt,,  621. 

That  the  facts  disclosed  in  the  record  bring  the  case  within  the  plain  terms 
and  meaning  of  the  section  in  question  seems  to  us,  viewing  the  subject  from 
our  standpoint,  almost  too  clear  to  admit  of  serious  controversy.  Affirmative  dis- 
cussion, under  such  circumstances,  is  not  unlike  argument  in  support  of  a self- 
evident  truth.  The  logic  may  mislead  or  confuse.  It  cannot  strengthen  the 
pre-existing  conviction,  ii  Wall.,  621. 

The  statute  must  prevail  unless  its  effect  shall  be  overcome  by  the  considera- 
tions to  which  our  attention  has  been  called  by  the  learned  counsel  for  the  ap- 
pellant. They  have  argued  their  contentions  with  a wealth  of  learning  and 
ability  commensurate  with  the  importance  of  the  case. 

We  shall  respond  to  their  propositions  without  restating  them. 

The  United  States  are  in  nowise  bound  by  the  bankrupt  act.  The  clause 
above  quoted  is  in  pari  materia  with  the  several  acts  giving  priority  of  pa3rment 
to  the  United  States,  and  was  doubtless  put  in  to  recognize  and  reaffirm  the 
rights  which  those  statutes  give,  and  to  exclude  the  possibility  of  a different  con- 
clusion. That  the  claim  of  the  United  States  was  not  proved  in  the  bankruptcy 
proceedings  in  question  is,  therefore,  quite  immaterial  in  this  case.  The  United 
States  V.  Herron,  20  Weill.,  215  ; Harrison  v,  Sterry,  5 Cr,,  289. 

The  case  presented  is  that  of  a trust  fund,  a trustee  holding  and  a cestui  que 
trust  claiming  it  This  gave  the  Circuit  Court  original  and  plenarv  jurisdiction. 
That  the  fund  arose  and  the  trustee  was  appointed  under  the  bankrupt  act  did 
not  affect  the  right  of  the  United  States  to  pursue  both  by  the  exercise  of  the 
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jurisdiction  invoked.  The  same  remedies  are  applicable  as  if  the  fimd  had 
arisen  and  the  trustee  had  been  appointed  in  any  other  way.  12  Pet,  supra; 
Thomson  v.  Smith,  2 Wheai,,  425. 

The  United  States  were  under  no  obligation  to  pursue  the  partnership  effects 
of  Cooke,  McCulloch  & Co.  before  filing  this  bill.  The  bankruptcy  of  the 
"American  partners  dissolved  the  firm  of  Cooke,  McCulloch  & Co.,  not  only  as 
to  themselves,  but,  also,  inter  sese,  as  to  the  solvent  partners.  In  analog)’,  to 
the  proceeding  at  law,  where  there  are  joint  debtors  and  one  is  beyond  the 
reach  of  the  process  of  the  court,  and  equity  has  jurisdiction,  a decree  may  be 
taken  against  the  other  for  the  whole  amount  due.  Darwent  v,  Walton,  2 Atk., 
510.  In  Nelson  v.  Hill,  5 How.,  127,  this  court  held  that  the  creditor  of  a 
partnership  may  proceed  at  law  against  the  surviving  partner,  or  go  in  the  first 
instance  into  equity  against  the  representatives  of  the  deceas^  partner,  and  that 
it  was  not  necessary  for  him  to  exhaust  his  remedy  at  law  against  the  sur\’iving 
partner  before  proceeding  in  equity  against  the  estate  of  the  deceased.  The 
solvency  of  the  sunnving  partner  is  immaterial.  To  the  same  effect  are  Thorpe 
V.  Jackson,  2 Young  and  Collier,  Exch.,  553,  and  Wilkinson  v.  Henderson,  i 
Mylne  and  JC.,  582;  Ex  parte  Clep[,  2 Cox^s  Cases,  372;  Clamp  v.  Grant,  21 
Conn.,  41.  A court  of  equity  will  not  entertain  the  question  of  marshaling 
assets  unless  both  funds  are  within  the  jurisdiction  and  control  of  the  court. 
Adams^  Equity  Am.  ed.,)  548,  notq,,;  Denham  v.  Williams,  39  Ga.,  312. 
See  also.  Walker  v.  Covar,  2 .S’.  (N.  S.)  i6 ; Dodds  v.  Snyder,  34  III,  53; 

Herriman  v.  Skillman,  33  Barb.,  378;  Shunk’s  Appeal,  2 Barr,  304;  Coates’ 
Appeal,  7 Watts  and  .S’..  99;  Keyner  v.  Keyner,  6 Watte,  221.  If  a judgment 
at  law  be  recovered  against  a copartnership,  the  separate  property  of  each  part- 
ner is  alike  liable  to  execution  with  the  property  of  the  partnership,  and  equity 
will  not  interfere  unless  there  are  cogent  special  circumstances,  such  as  have  no 
existence  here.  Meech  v.  Allen,  17  K,  300.  These  authorities  are  con- 
clusive on  the  point  under  consideration.  If  there  could  otherwise  be  a doubt 
upon  the  subject,  is  is  removed  by  the  two  statutes.  The  bankrupt  law  de- 
clares that  the  United  States  shall  be  first  paid  ; the  fifth  section  of  the  statute 
of  1797  enacts  that  where  there  is  a debt  and  bankruptcy,  they  shall  have  pri- 
ority of  payment.  Neither  statute  contains  any  qualification.  And  we  can  in- 
terpolate none.  Our  duty  is  to  execute  the  law  as  we  find  it,  not  to  make  it. 
It  would  be  a singular  equity  which  would  drive  the  appellees  “beyond  sea” 
to  carry  through  a litigation  of  uncertain  duration  and  results  against  parties 
there  before  they  can  be  permitted  to  proceed  against  the  parties  and  property 
here. 

It  is  a settled  principle  of  equity  that  a creditor  holding  collaterals  is  not 
bound  to  apply  them  before  enforcing  his  direct  remedies  against  the  debtor. 
Kellock’s  Case,  3 CA.  App.,  769 ; Bonser  v.  Cox,  6 Beav.,  84 ; Tuckley  v. 
Thompson,  i Johns  and  Hemming' s Ch.,  126 ; Lord  v.  The  Ocean  Bank,  20 
Penn.,  384 ; NefTs  Appeal,  9 id.,  36.  This  is  admitted,  but  it  is  insisted  there 
are  special  considerations  here  whidi  ought  to  take  the  case  out  of  the  general 
. rule.  We  think  those  considerations  are  all  of  the  opposite  tendency.  One  of 
them  is  found  in  the  character  and  circumstances  of  a large  portion  of  the  col- 
lateral assets.  The  facts  are  set  forth  in  the  answer  of  the  United  States  ur 
cross-bill  of  the  appellant,  and  need  not  be  more  particularly  adverted  to. 
Another  of  these  considerations  applies  to  the  collaterals  and  is  conclusive. 
There  are  parties  entitled  to  be  heard  touching  the  application  of  the  proceeds 
who  were  not,  and  could  not  be,  brought  before  the  Circuit  Court.  According 
to  the  best  considered  adjudications,  no  burden  touching  these  assets  can  be 
made  to  rest  upon  the  United  States,  which  they  are  not  willing  to. assume. 
Doubtless  questions  will  arise  involving  much  delay  before  the  administration  of 
the  fund  is  completed.  In  the  meantime  the  United  States  cannot  be  barred 
from  enforcing  any  remedy  to  which  they  are  entitled. 

The  court  below  committed  no  error  in  holding  that  the  preference  of  the 
United  States  as  a creditor  of  Cooke,  McCulloch  S Co.,  applied  to  the  separate 
and  individual  estates  of  the  bankrupt  partners,  thus  superseding  the  rule  in 
equi^  recognized  by  the  bankrupt  act — that  partnership  property  is  to  be  first 
applied  in  payment  of  the  partnership  debts,  and  individual  pro^rty  in  payment 
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of  the  individual  debts.  It  is  sufficient  to  say  upon  this  subject  that  the  learned 
and  elaborate  argument  of  the  appellant’s  counsel,  in  support  of  the  opposite 
view,  overlooks  the  true  meaning  and  effect  of  the  statutes.  The  bankrupt  par- 
ties in  question  were  indebted  to  the  United  States,  and  the^  had  separate  es- 
tates. TTiis  entitled  the  United  States  to  the  preference  claimed.  One  of  the 
obvious  purposes  of  the  fifth  section  of  the  act  of  1797,  was  to  abrogate  the 
rule  insisted  iqxin,  and  it  has  clearly  done  so.  The  provisions  of  the  bankrupt 
act  relied  upon  do  not,  as  we  have  shown,  affect  the  United  States.  The  legal 
relations  of  those  parties  to  the  United  States,  in  this  controversy,  are  just 
what  they  would  have  been  if  those  parties  were  individual  debtors  to  the 
United  States,  and  the  firm  of  Cooke,  McCulloch  & Co.  had  never  existed. 

The  separate  and  individual  interest  of  the  several  partners  in  the  partnership 
property  of  Jay  Cooke  & Co.  can  be  only  the  share  of  each  one  of  what  may 
De  left  after  dischar^ng  all  the  liabilities  of  the  copartnership.  This  will  be 
nothing,  the  firm  being  in  bankruptcy  and  conceded  to  be  hopSelessly  insolvent 
The  United  States  can,  therefore,  have  no  interest  with  resjpect  to  the  adminis- 
tration of  its  affairs.  Any  rights  as  to  the  collaterals  held  by  the  United  States, 
claimed  by  others,  must  be  settled  outside  the  present  proceeding.  They  cannot 
be  adjudicated  upon  in  this  case. 

The  decree  of  the  Circuit  Court  is  affirmed. 


THE  DISTINCTION  BETWEEN  BANKERS  AND 
BROKERS  UNDER  THE  INTERNAL  REVENUE  LAW. 

UNITED  STATES  SUPREME  COURT,  OCTOBER  TERM,  1875. 

John  Warren  and  J.  Kearney  Warren,  Plaintiffs  in  Error,  v.  Sheridan  Shook, 
late  Collector  of  Internal  Revenue. 

In  Error  to  the  Circuit  Court  of  the  United  States  for  the  Southern  District  of 

New  York. 

This  case  was  tried  upon  ap  agreed  statement  of  facts. 

Mr.  Justice  Hunt  delivered  the  opinion  of  the  court. 

The  plaintiffs  were  licensed  brokers  in  the  city  of  New  York.  They  also 
bought  and  sold  gold  and  stocks  for  others  upon  a commission  paid  to  them  for 
that  service.  On  their  own  account  they  also  dealt  largely  in  gold  and  stocks. 
They  have  paid  the  taxes  imposed  by  the  revenue  laws  upon  bankers.  The 
government  agents  have  now  imposed  upon  them  and  collect^  the  taxes  charge- 
able by  law  upon  brokers.  This  includes  the  tax  of  one-twentieth  of  one  per 
cent,  upon  sales  made  by  the  plaintiffs  on  their  own  account,  as  well  as  upon 
sales  made  for  others.  It  is  to  this  that  the  plaintiffs  object,  and  the  present 
action  is  brought  to  recover  back  such  taxes. 

The  questions  would  seem  to  be — 

1st.  Do  the  transactions  specified  make  the  defendants  brokers  within  the 
meaning  of  the  revenue  laws? 

2nd.  Are  licensed  bankers,  who  also  do  business  as  brokers,  liable  to  the  ad- 
ditional tax  imposed  upon  brokers? 

3d.  More  precisely,  are  the  plaintiffs  liable  to  pay  taxes  upon  sales  made  on 
their  own  account  as  well  as  when  made  for  others? 

Section  110  of  the  act  to  provide  internal  revenue,  etc.,  approved  June  30, 
1864,  (13  U S,  Stat.  at  Large,  p.  277,)  imposes  a duty  of  one  twenty-fourth  of 
one  per  cent  each  month  on  deposits,  one  twenty-fourth  of  one  per  cent,  each 
month  on  the  capital,  one-twelfth  of  one  per  cent,  each  month  on  the  circula- 
tion, and  an  additional  one-sixth  of  one  per  cent,  on  certain  specified  excess  of 
circulation,  to  be  paid  by  “any  bank,  association,  company,  or  corporation,  or 
person  engaged  in  the  business  of  banking,  beyond  the  amount  invested  in 
United  States  bonds.” 

Section  7^  subdivision  of  the  same  act,  (13  U S\  Stat,  at  Large,  p,  251,) 
provides  ‘"that  bankers  using  or  employing  a capital  not  exceeding  the  sum  of 
$50,000  shall  pay  $100  for  each  license,”  and  for  every  additioi^  $1,000  ot 
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capital  $2,  and  that  “every  person,  firm,  or  company,  and  every  incorporated 
or  other  bank  having  a place  of  business  where  credits  are  opened  by  the  de- 
posit or  collection  of  money  or  currency,  subject  to  be  paid  or  remitted  upon 
draft,  check,  or  order,  or  where  money  is  advanced  or  loaned  on  stocks,  bonds, 
b^lion,  bills  of  exchange,  or  promissory  notes,  or  where  stocks,  bonds,  bullion, 
bills  of  exchange,  or  promissory  notes  are  received  for  discount  or  sale,  shall  be 
regarded  a banker  under  this  act.” 

The  same  section — 79,  subdivision  9,  as  amended  by  the  act  of  March  3,  1865, 
(13  C/.  S.  Slat,  at  Large,  pp.  252,  472,)  provides  “that  every  person,  firm,  or 
company,  except  such  as  hold  a license  as  a banker,  whose  business  it  is,  as  a 
broker,  to  negotiate  purchases  or  sales  of  stocks,  exchange,  bullion,  coined 
money,  bank  notes,  promissory  notes,  or  other  securities  for  themselves  or 
others,  shall  be  regarded  as  a broker  under  this  act ; provided,  that  any  p>erson 
holding  a license  as  a banker  shall  not  be  required  to  take  out  a license  as  a 
broker,”  and  it  further  provides  that  “brokers  shall  pay  fifty  dollars  for  each 
license.  ” 

The  99th  section  of  the  same  act  provides  (13  U,  S,  Stat,  at  Large,  p.  273) 
“that  all  brokers  and  bankers  doing  business  as  brokers,  shall  be  subject  to  pay 
the  following  duties  and  rates  of  duties  upon  the  sales  of  merchandise,  produce, 
gold  and  silver,  bullion,  foreign  exchange,  uncurrent  money,  promissory  notes, 
stocks,  bonds,  and  other  securities,  as  hereinafter  mentioned,  etc.,  that  is  to 
say,  upon  all  sales  and  contracts  for  sales  of  stocks  and  bonds,  one-twentieth  of 
one  per  centum  on  the  par  value  thereof,  and  of  gold  and  silver,  bullion  and 
coin,  foreign  exchange,  promissory  notes,  or  other  securities,  one- twentieth  of 
one  per  centum  on  the  amount  of  such  sales  and  of  all  contracts  for  sales.” 

The  sections  we  have  quoted  furnish  satisfactory  definitions  of  the  business  of 
a banker  and  of  that  of  a broker.  “Every  person,  etc.,  having  a place  of 
business  where  credits  are  opened  by  the  deposit  or  collection  of  money  or  cur- 
rency, subject  to  be  paid  or  remitted  upon  draft,  check,  or  order,  or  where 
money  is  advanced  on  stocks,  bonds,  bullion,  bills  of  exchange,  or  promissory 
notes,  or  where  stocks,  bonds,  bullion,  bills  of  exchange,  or  promissory  notes, 
are  received  for  discount  or  sale,  shall  be  regarded  as  a banker  under  this 
act.” — (§79i  subdivision  i.) 

Having  a place  of  business  where  deposits  are  received  and  paid  out  on  checks, 
and  where  money  is  loaned  upon  security,  is  the  substance  of  the  business  of  a 
banker. 

By  the  same  section,  sub.  9,  a broker  is  defined  to  be  one  whose  business 
it  is  to  negotiate  purchases  or  sales  of  stocks,  exchange,  bullion,  coined  money, 
bank  notes,  promissory  notes,  or  other  securities  for  himself  or  for  others.  Or- 
dinarily the  term  broker  is  applied  to  one  acting  for  others,  but  the  part  of  the 
definition  which  speaks  of  purchases  and  sales  for  himself,  is  equally  important 
as  that  which  speaks  of  sales  and  purchases  for  others.  All  parts  of  the  defini- 
tion are  qualified  by  the  words  “whose  business  it  is.”  Thus,  if  A.  B.  hasten 
thousand  dollars  which  he  desires  to  invest,  and  purchases  United  States  stock, 
or  State  stock,  or  any  other  securities,  he  does  not  thereby  become  a broker. 
Nor  if  he  owns  ten  thousand  dollars  of  U.  S.  stock  which  he  wishes  to  sell  to 
raise  money  to  pay  his  debts,  or  because  he  is  not  satisfied  with  six  per  cent 
interest,  is  he  thereby  made  a broker.  It  is  only  when  making  sales  and  pur- 
chases is  his  business,  his  trade,  his  profession,  his  means  of  getting  his  living 
or  of  making  his  fortune,  that  he  becomes  a broker  within  the  meaning  of  the 
statute.  Nor  is  it  believed  that  a sale  by  one  doing  a banking  business  only,  of 
a security  received  by  him  for  the  repayment  of  a legitimate  loan,  would  make 
him  a broker  and  subject  to  the  tax.  This  would  not  be  deemed  an  act  of 
brokerage,  either  under  the  statute  or  upon  general  principles  of  law.  When  it 
is  his  business,  the  statute  properly  holds  all  such  acts,  whether  in  the  name  of 
himself  ostensibly  or  in  the  name  of  others,  as  the  acts  of  a broker.  The  dan- 
ger and  the  facility  for  evasion  of  the  statute  furnish  excellent  reasons  for  the 
adoption  of  this  provision. 

The  contention  of  the  plaintiffs  is,  that  because  they  hold  a license  as  bank- 
ers, they  are  not  liable  to  the  duty  of  one-twentieth  of  one  per  centum  on 
sales  made  on  their  own  account  This  is  based  upon  the  words  of  § 79,  sub. 
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9,  that  all  persons,  &c.,  except  such  as  hold  a license  as  bankers,  shall  be  lia- 
ble to  this  duty  on  sales  made  for  themi.elves  as  well  as  others,  and  upon  the 
further  suggestion  that  section  ninety-nine  does  not  contain  the  words  “for 
themselves  and  others.”  We  agree  with  the  statement  of  Mr.  Justice  Grier  in 
Fisk  V.  U.  S.,  3 Wally  445,  that  the  idea  of  Congress  would  have  been  better 
expressed,  if  the  words  “for  themselves  or  others”  had  been  inserted  in  section 
ninety-nine,  rather  than  where  they  are  now  found.  Still  we  find  no  difficulty 
in  reaching  the  conclusion  that  the  tax  in  this  case  was  properly  imposed. 

The  intent  of  Congress  to  subject  to  taxation  all  sales  made  by  those  engaged 
in  the  business  of  brokers,  is  plain  enough.  When  it  was  said  (§99)  “that 
all  brokers  and  bankers  doing  business  as  brokers,  shall  be  subject”  to  the 
duties  specified,  it  was  intended  to  encompass  the  entire  class  of  persons  en- 
gaged in  the  business  of  buyin^^  and  selling  stocks  and  coin.  Brokers  were  in- 
cluded by  name  and  by  defmition.  Bankers  would  not  so  certainly  be  embraced 
by  the  definition  given  in  section  seventy-nine,  subdivision  one.  To  meet  this 
possible  exception,  it  was  enacted,  that  when  bankers  should  do  the  business  of 
brokers,  they  should  be  subject  to  the  duty  specified.  In  this  manner  brokers 
technically,  and  bankers  doing  the  business  of  brokers,  were  made  liable  to  the 
duty.  If  the  right  to  tax  bankers  upon  sales  made  for  themselves  rested  on  the 
seventy-ninth  section  alone,  a plausible  argument  could  be  made  in  the  plaintiffs’ 
favor,  arising  from  the  words  “except  such  as  hold  a license  as  a banker.”  But 
when  we  read  in  section  ninety-nine,  “that  all  brokers  and  bankers  doing  busi- 
ness as  brokers”  shall  be  subject  to  the  tax,  and  consider  the  Statutory  defini- 
tion of  a broker,  the  plausibility  of  the  argument  ceases. 

We  have  carefully  considered  the  cases  of  U.  S.  v.  Fisk,  3 Wally  445  ; U.  S. 
V.  Cutting,  Ib,y  441,  and  Clark  v.  Gilbert,  5 Blotch,  y 330,  but  do  not  deem  it 
necessary  to  comment  upon  them  in  detail 

The  judgment  is  affirmed. 


Right  of  National  Banks  to  Deal  in  Stocks. — The  First  National  Bank 
of  Charlotte  vs,  the  National  Exchange  Bank  of  Baltimore  ; error  to  the  Court 
of  Appeals  of  Maryland. — In  this  case  the  court  held  that  a National  Bank  may, 
in  a bona  fide  compromise  of  a contested  claim  against  it  growing  out  of  legiti- 
mate bank  transactions,  pay  a larger  sum  than  would  otherwise  have  been  ex- 
acted in  satisfaction  of  the  demand,  so  as  to  obtain  by  the  arrangement  certain 
stocks  in  bank  and  other  corporations ; it  being  honestly  believed  at  the  time 
that  by  turning  the  stocks  into  money  under  more  favorable  circumstances  than 
then  existed,  a loss  w'hich  would  otherwise  accrue  from  the  transaction  might  be 
averted  or  diminished.  Authority  to  do  such  a banking  business  as  that  estab- 
lished by  statute,  carries  with  it  all  incidental  powers  necessary  to  the  safe  and 
prudent  transaction  of  the  business;  compromises  come  within  the  general  scope 
of  the  authority,  and  in  this  behalf  banks  may  do  whatever  natural  persons 
might  do  under  like  circumstances.  Dealing  in  stocks  is  prohibited  by  implica- 
tion, there  being  no  grant  of  the  power  ; but  in  an  honest  exercise  of  the  power 
to  compromise  a doubtful  debt  owing  to  a bank,  it  can  hardly  be  doubted  that 
stocks  may  be  accepted  in  payment  with  a view  to  their  subsequent  sale  or  con- 
version into  money,  so  as  to  make  good  or  reduce  an  actual  loss.  Such  a tran- 
saction would  not  amount  to  a*  dealing  in  stocks,  and  it  is  difficult  to  see  how  a 
debt  due  from,  or  a contested  obligation  resting  upon,  a bank,  occupies  any  dif- 
ferent {X)sition  in  respect  to  the  power  of  adjustment  and  compromise  from  that 
which  belongs  to  a debt  owing  to  it. 
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A TreaHse  on  the  Law  of  Negotiable  Instruments^  including  Bills  of  Exchange^ 
Promissory  Notes^  Negotiable  Bonds  and  Coupons^  Checks^  Bank  Notes, 
Certificates  of  Deposits,  Certificates  of  Stock,  Bills  of  Credit,  Bills  of  Lad- 
ing, Guaranties,  Letters  of  Credit,  and  Circular  Notes.  By  John  W. 
Daniels.  1876.  New  York : Baker,  Voorhis  & Co. 

This  elaborate  work  will  be  foimd  of  much  practical  value,  not  only  to 
lawyers,  but  to  bankers,  investors,  merchants,  and  officers  of  corporations. 
Since  the  oufbreak  of  the  war,  it  is  computed  that  three  thousand  millions 
of  dollars  of  negotiable  bonds  have  been  created  in  this  coimtry,  and  are 
in  circulation.  The  growth  of  such  vast  interests  has  necessitated  some 
changes  in  the  commercial  legislation  of  the  various  States.  Besides  these 
bonds  of  the  Federal  Government,  and  of  States,  counties  and  municipalities, 
there  is  also  an  enormous  volume  of  bills,  notes,  and  other'  negotiable  instru- 
ments, arising  out  of  the  vast  increase  in  the  commerce  and  trade  of  this 
country.  It  is  the  peculiar  advantage  of  the  book  before  us  that  it  contains 
a digest  of  the  laws  and  a summary  of  the  decisions  both  of  the  Federal 
and  State  governments,  touching  all  descriptions  of  negotiable  instruments. 
It  aims  to  give  in  a convenient  form  an  exhaustive  classification  of  such  in- 
struments, with  a clear  exposition  of  the  law  regarding  each  variety  of 
them.  When  Kent’s  Commentaries  were  written  coupon  bonds  were  almost 
unknown,  either  in  the  United  States  or  elsewhere.  When  Judge  Story  pub- 
lished his  admirable  treatise  on  bills  and  notes,  such  bonds  were  scarcely 
salable.  When  Professor  Parsons  published  his  great  work,  in  1862,  coupon 
bonds  had  been  recognized  as  negotiable  instruments  by  the  courts,  and  were 
becoming  plentiful  in  the  currents  of  investment.  Still,  the  law'  concerning 
them  was  in  such  an  inchoate  state  that,  as  Mr.  Daniels  reminds  us,  **a 
few  pages  contain  all  that  Parsons  thought  fit  to  say  about  them.  Now, 
there  is  no  more  important  figure  in  financial  circles  than  a coupon  bond. 
There  is  scarcely  a town  or  county  in  the  United  States  that  has  not  be- 
come interested  in  it,  and  the  law  relating  to  it  has  grown  into  an  im- 
portant title,  wliich  would  fully  justify  its  embodiment  in  a separate  and  in- 
dependent work.  W*e  find  also  an  increasing,  disposition  to  impart  certain 
negotiable  qualities  to  instruments  and  documentary  evidences  of  title,  w'hich, 
by  common  law,  are  as  devoid  of  such  qualities  as  any  chattel  sold  behind 
the  counter  of  a merchant.  In  some  of  the  States,  bonds  are  placed  on  the 
same  footing  as  promissory  notes.  In  some  of  them,  deeds  to  real  estate 
and  docketed  judgments  are  just  as  negotiable  as  bills  of  exchange ; and  in 
all  of  them,  the  spirit  of  negotiability  is  enlarging  its  bounds,  extending  its 
influences,  and  impressing  itself  upon  mercantile  transactions.” 

Three  requisites  are  necessary  in  such  a w'ork  as  Mr.  Daniels  has  given 
us.  He  should  make  il  accurate,  full,  and  easy  of  reference.  With  respect 
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to  the  last  point  he  has  bestowed  great  pains;  and,  by  a lucid  arrangement 
and  a good  index,  the  book  is  almost  all  that  could  be  desired ; except, 
indeed,  that  the  numbers  of  the  chapters  and  books  into  which  the  work 
is  divided  should  be  repeated  at  the  head  of  each  page.  As  a second  edi- 
tion of  the  work  will  no  doubt  be  soon  required,  this  improvement,  with 
some  others,  can  be  with  advantage  introduced.  With  regard  to  the  fullness 
and  accuracy  of  the  work  we  have  not  had  the  time  to  examine  it  with  the 
thoroughness  that  we  could  wish  ; but  as  far  as  we  have  done  so,  the  labors 
of  the  author  have  certainly  seemed  to  us  very  successful.  He  has  not  only 
g^ven  citations  of  nearly  seven  thousand  English  and  American  cases,  em- 
bracing recent  decisions  which  settle  new  questions  and  show  the  rapid  and 
continuous  growth  of  the  law  merchant,  but  he  has  embodied  in  his  work 
an  ample  collection  of  principles  and  authorities  respecting  the  law  of  coupon 
bonds  issued  by  individuals  and  by  municipal  and  other  corporations.  He 
discusses  governments  and  States  as  parties  to  negotiable  instruments,  and 
the  effect  of  making  such  instruments  receivable  for  taxes.  He  explains  and 
demonstrates  the  rights  of  the  holder  or  purchaser  of  negotiable  instruments 
under  all  circumstances — citing  numerous  modem  decisions  respecting  such 
instruments  originating  in  fraud,  duress,  \iolation  of  authority,  mistake,  mis- 
representation, and  in  imposition  on  infirm  or  illiterate  persons.  In  a prac- 
tical point  of  view,  a part  of  the  work,  which  will  be  found  of  very  gen- 
eral use,  is  that  which  is  devoted  to  the  discussion  and  illustration  of  the 
bw  of  certificates  of  deposit,  certificates  of  stock,  bank  notes,  bills  of  credit, 
bills  of  lading,  letters  of  credit,  and  circular  notes.  We  are  acquainted  with 
no  recent  writer  by  w'hom  the  law  of  bank  checks  is  expounded  in  so  lumi- 
nous, complete  and  useful  a manner  as  in  this  treatise  of  Mr.  Daniel. 


Explorations  Made  in  the  Valley  of  the  River  Madeira^  from  1749  to  1868.  By 
Colonel  George  Earl  Church.  London : Published  for  the  National 
Bolivian  Navigation  Company.  1875. 

A facetious  writer  has  observed  that  if  the  European  explorers  to  the  North 
Pole  should  ever  reach  the  famous  Polar  Sea,  they  will  discover  at  the  same 
time  some  enterprising  Yankee  who  has  got  there  before  them.  Every  day  in- 
creases the  evidence  to  prove  that  in  the  progress  of  geographical  discovery  and 
commercial  gro^vth,  American  enterprise  will  be  more  prominent  in  the  next 
half  centur)'  than  any  previous  age.  The  book  before  us  offers  many  suggestive 
illustrations  of  this  principle.  Its  author  was  a distinguished  officer  of  the 
United  States  during  the  war.  In  1865,  after  the  restoration  of  peace,  he 
traveled  extensively  in  South  America,  and  was  much  struck  with  the  rast 
amount  of  wealth  which  awaited  the  creating  hand  of  navigation,  and  w'ould 
arise  whenever  the  Amazon,  with  its  tributaries,  should  be  more  completely 
opened  to  the  free  commerce  of  Europe  and  the  United  States.  So  powerful  a 
hold  did  this  con\iction  exert  over  his  mind,  that  he  has  spent  ten  or  a dozen 
years  in  trying  to  aid  its  realization.  The  Emperor  of  Brazil,  during  his  late 
visit  to  this  country,  is  said  to  have  purchased  two  steamers,  which  are  now 
constructing,  to  help  this  project.  The  Emperor  has  also  granted  to  Colonel 
Church  several  valuable  concessions,  as  have  also  other  South  American 
Governments,  and  especblly  that  of  Bolivia.  The  work  before  us  is  devoted 
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chiefly  to  that  part  of  Colonel  Church’s  plans  which  is  connected  with  Bolivia, 
and  with  the  opening  of  a new  route  from  the  Amazon  to  that  rich  country 
through  the  valley  of  the  Madeira.  A short  railroad  is  being  constructed  to 

connect  the  River  Madeira  with  the  Amazon,  and  when  this  road  is  finished, 

several  steamers  are  to  nm  in  connection  with  it,  so  as  to  unite  with  the 
navigation  of  the  Amazon  the  three  thousand  miles  of  the  navigable  upper 
waters  of  the  Madeira,  and  the  richest  slope  of  the  Andes.  The  railroad  is 
necessary  because  of  the  Rapids  which  obstruct  the  navigation  of  the  Madeira, 
but  when  this  difficulty  is  overcome  there  is  no  apparent  reason  why  a very 
extensive  business  should  not  spring  up  with  the  United  States  and  other 
countries.  The  evidence  on  this  subject  oP^tarious  explorers  during  the  last 
125  years  is  set  forth  in  Colonel  Church’s  book,  several  of  the  documents 
being  translated  from  the  Portuguese  by  him.  As  we  are  now  taking  a new 
departure  in  America  in  regard  to  the  extension  of  our  foreign  commerce, 

especially  in  the  Southern  part  of  this  continent,  the  labors  of  intelligent, 

trustworthy  and  enterprising  Americans  like  Colonel  Church  promise  to  be  of 
great  service  not  only  to  this  country,  but  to  those  foreign  nations  who>e 
commerce  and  material  w'ealth  are  to  be  developed. 


An  Inquiry  into  the  Nature  and  Causes  of  the  Wealth  of  Nations,  By  Adam 
Smith.  London:' Ward,  Lock  & Tyler.  1876. 

Mr.  Cobden  used  to  say  that  the  commentators  on  Adam  Smith,  like  those 
of  Shakespeare,  had  succeeded  in  nothing  so  well  as  in  making  that  dark 
and  mysterious  which  before  was  as  clear  as  noonday,  and  that  Adam 
Smith  was  so  simple  and  intelligible  a writer,  that  his  book  might  be  read 
with  advantage  without  any  notes  or  comments.  The  editor  of  the  book 
before  us  seems  to  have  thoroughly  agreed  wth  Mr.  Cobden  in  this  opinion. 
Accordingly  he  has  given  a careful  reprint  of  the  1812  edition,  with  the 
index  and  table  of  contents,  and  without  any  new  matter,  except  ten  pages 
of  biographic  notes  abridged  from  Dugald  Stewart’s  well-known  essay  on 
Adam  Smith.  As  a text  book  for  students  in  colleges,  and  as  a manual 
for  private  use,  this  cheap,  well-printed  and  portable  edition  of  The  IVealth 
of  Nations^  is  the  best  that  has  ever  been  issued  in  one  volume. 


La  Monnaie  Bimetou-ique,  Par  Henri  Cernuschi.  Paris:  Guillaumin  et 
Cie.  1875. 

There  is  no  treatise  on  money  of  recent  date  which  has  made  so  much 
noise  in  the  world  as  this  little  pamphlet  of  M.  Cernuschi.  This  dis- 
tinguished economist  is  well  known  as  an  original  thinker  and  a luminous 
writer.  He  has  entered  the  lists  as  a champion  of  the  double  standard,  or 
as  he  prefers  to  call  it,  bi-metallic  money.  His  theory  is  that  silver  has 
fallen  from  causes  which  are  temporary  and  will  soon  pass  away.  He  thinks 
that  the  proper  ratio  of  gold  and  silver  as  metals  for  coining  is  i to  15)2, 
and  that  this  proportion  will  be  restored  before  long,  and  should  not  be 
deviated  from  in  the  coinage  of  the  present  time.  The  first  chapter  of  the 
present  work  contains  a review  of  the  monetary  question  in  Germany  ; after 
which  comes  a chapter  devoted  to  the  influence  exerted  by  the  German 
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coinage  changes  upon  the  financial  situation  in  England.  In  the  third 
cl^pter  we  find  an  ingenious  exposition  of  the  author’s  views  on  what  he 
calls  the  universal  “15)^;”  that  is,  the  universal  raii^  of  to  i,  which 

as  he  contends  is  the  normal  proportion  of  silver  and  gold.  The  fourth 
chapter  contains  some  brief  suggestions  about  the  resumption  of  specie  pay- 
ments in  this  country.  In  the  fifth  chapter  the  author  gives  a concluding 
argument  in  supp>ort  of  his  views  and  in  refutation  of  his  opponents,  the 
mono^metallists.  This  work  is  so  brief  and  suggestive  that  we  propose  to 
print  some  considerable  extracts  from  it  at  an  early  day.  The  opinions  of 
M.  Cernuschi  are  not  wholly  accepted  by  the  French  Government,  but  they 
are  believed  to  have  had  no  small  influence  in  shaping  the  monetary  policy 
adopted  of  late  in  France.  On  this  account  as  well  as  for  its  intrinsic 
merits,  and  for  the  influence  it  has  had  on  public  opinion  in  Europe,  this 
little  book  deserves  a careful  reading,  notwithstanding  a few  faults  of  style 
and  treatment  due  to  the  fact  that  the  brief  essays  here  collected  were 
first  written  for  the  columns  of  the  well-known  daily  newspaper,  the  SUcU 
of  Paris. 


A History  of  Savings  Banks  in  the  United  States.  By  Emerson  W.  Keyes. 

Vol.  I,  8vo.  pp.  481.  New  York:  Bradford  Rhodes,  1876. 

The  first  volume  only  of  this  work  having  appeared,  we  do  not  under- 
take at  this  time  a general  review.  The  author,  while  Deputy  Superin- 

tendent of  the  Banking  Department  of  this  State,  became  greatly  interested 
in  the  subject  of  Savings  Banks,  and  accumulated  an  ample  fund  of  ma- 
terials for  the  illustration  of  their  history.  He  has  evidently  entered 
heartily  into  his  task,  and  the  result  is  a work  of  much  value.  It  treats 
of  the  Theory  of  Savings  Banks ; the  inception  of  the  idea  in  Europe ; 
their  introduction  into  this  country;  and  a detailed  history  of  the  system 
and  its  growth  in  each  of  the  New  England  States  and  in  New  York; 
the  course  of  legislation  in  the  several  States ; and  the  conditions  of  devel- 
opment Abundant  statistics  appear  throughout.  The  completion  of  thi>. 
history  by  the  issue  of  the  second  volume  will  be  awaited  with  avidity  by 
all  who  study  this  interesting  subject 


■ — c=»  « 

INQUIRIES  OF  CORRESPONDENTS. 

Addressed  to  the  Editor  of  the  Banker’s  Magazine. 


Checks  Payable  to  a Fixed  Payee. 

Has  a bank  any  right  to  refuse  payment  of  a check  drawn  on  it  in  favor 
of  a certain  individual,  without  having  the  words  “or  bearer"  or  “or  order” 
written  in,  if  presented  by  any  other  person  aside  from  the  one  to  whom  it 
is  payable  ? 

Reply. — The  bonk  not  only  has  the  right,  but  it  is  its  duty  to  refuse 
payment  of  such  a check  to  any  one  but  the  person  named  as  payee.  It 
is  not  a negotiable  instrument,  and  if  the  drawer  should  claim  any  defect  in 
the  consideration,  the  indorsement  of  payee  would  not  be  a valid  transfer. 
Nothing  short  of  a substantial  guarantee  would  justify  payment  to  a third 
party. 
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The  Certification  of  Checks. 

The  National  currency  act  (see  Supplementary  act  of  March  3,  1869,)  ts 
prohibitory  as  to  the  certification  of  any  check  by  a National  bank,  unless  the 
drawer’s  account  is  good  for  the  amount  thereof.  The  same  law  is  no  where 
mandatory,  not  making  it  obligatory  upon  banks  to  certify  when  there  are  suffi- 
cient funds  on  deposit  Suppose  that  a bank  refuses  to  certify  a check  on  the 
ppround  of  insufficient  funds,  but  upon  further  examination  an  error  of  the  book- 
keeper is  discovered,  and  the  depositor’s  account  is  found  to  have  been  entitled 
to  a credit  beyond  the  amount  of  the  check.  In  consequence  of  the  refusal  to 
certify  his  check,  the  drawer  is  unable  to  take  up  his  note  due  the  same  day 
at  another  bank,  and  the  note  is  protested.  Can  the  drawer,  by  suit  at  law, 
obtain  damages  from  the  bank  for  the  result  of  its  re^al  to  certify  his  check 
when  it  was  actually  good? 

Reply. — “The  holder  of  a check  has  no  right  to  demand  from  the  bank  any- 
thing but  payment  of  the  check,  and  the  bank  has  no  right,  as  against  the 
drawer,  to  do  anything  else  but  pay  it.”  \_Daniel  on  Nego.  Inst.,  §1601.]  The 
certification  of  checks  is  an  expedient  for  common  convenience,  and  if  done  at 
all  is  a new  contrast,  ( made  only  with  the  consent  of  both  bank  and  holder,) 
by  which  the  check  becomes  in  effect  a certificate  of  deposit.  A bank  has  the 
right  therefore  to  refuse  to  certify  any  check,  even  if  good.  That  the  de- 
positor could  successfully  maintain  an  action  for  damages,  even  in  the  case 
cited  above,  we  do  not  believe. 


Duplicate  Checks. 

A bank  which  has  issued  its  check  on  another  bank,  not  specifying  ujwn  H 
“Original — Duplicate  unpaid,”  afterwards  issues  a duplicate  thereof,  which  is 
sent  in  and  paid.  Now,  if  the  holder  (who  is  irresponsible)  of  the  original 
check  should  get  it  cashed  by  a third  p^y,  could  not  the  latter  recover  tl^ 
amount  from  the  issuing  bank,  on  the  ground  that  the  original  check  contained 
no  notice  that  a duplicate  had  been,  or  would  be  issued? 

Reply. — In  the  hands  of  an  innocent  holder  who  had  given  value  for  it,  the 
check  first  dra\vn  would  be  as  good  against  the  drawer  as  if  no  duplicate  had 
been  issued. 


Does  Partial  Payment  Release  an  Indorser? 

Will  a partial  payment  made  (on  or  before  maturity,)  on  a note  release  in- 
dorsers, wnen  the  note  was  properly  protested  for  non-payment  of  residue  which 
was  unpaid  at  its  maturity? 

In  these  hard  times  it  is  often  impossible  to  collect  full  face  of  a note, 
and  common  sense  would  dictate  that  both  the  holder  and  indorsers  would  be 
benefitted  by  partial  payment,  when  unaccompanied  by  an  extension. 

Reply, — An  indorser  is  not  released  by  the  mere  receipt  of  partial  payment 
on  a note,  no  extension  of  time  being  given.  Such  payment  is  a benefit  to  him, 
not  an  injury. 

The  indorser  can  legally  claim  release  when  he  has  suffered  loss  or  damage 
through  some  act  or  omission  of  the  holder.  It  would  seem  more  reasonable 
therefore,  that  responsibility  should  fall  upon  a bank  which  refuses  a partial 
payment  when  tendered,  rather  than  upon  the  one  which  accepts  it. 
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The  Alabama  Claims  Bonds. — The  Secretary  of  the  Treasury  issued  on 
August  7th,  a notice  that  under  the  provision  of  the  act  of  Congress,  ap< 
proved  April  ii,  1876,  sealed  proposals  would  be  received  until  noon  of 
August  12,  and  then  opened,  for  the  sale  of  $2,160,000  of  five  per  cent 
bonds  of  ^e  funded  loan  of  1881,  bearing  interest,  payable  quarterly,  from 
August  I,  1876.  The  bids  were  opened  accordingly.  The  total  amount  bid 
for  was  $21,440,000,  and  the  highest  bid  was  tlmt  filed  by  Messrs.  Fisk  & 
Hatch — 105.05  (gold)  for  the  whole  $2,160,000;  which  is  equivalent  to  117X 
in  our  market 

The  Redemption  Bureau.  During  the  last  fiscal  year  the  National 
-Bank  Redemption  Agency  assorted  19,111,138  pieces  the  money  value  of 
these  pieces  being  over  $210,000,000.  Of  these  pieces  10,943,984,  repre- 
senting $78,649,145  were  destroyed;  8,167,854,  representing  $97,478,700,  were 
returned  to  the  banks  of  issue,  as  fit  for  circulation,  and  about  $ 25,000,000 
were  notes  of  banks  failed,  liouidating,  or  reducing  circulation.  The 
aggregate  amount  of  “overs”  found  in  counting  the  packages  foiwaided  for 
redemption  was  $16,491.42,  and  the  “shorts”  $16,175.26.  The  counterfeits 
discovered  amounted  to  $5,188  In  June  the  amount  received  for  redemp- 
tion was  nearly  $ 24,000,000,  which  is  the  largest  amount  received  in  any 
one  month  since  the  agency  has  been  established. 

Savings  Bank  Failure.— I'he  Abingdon  Square  Savings  Bank,  New  York 
City,  was  closed  on  August  10th,  under  an  order  from  Judge  Landon,  of 
Schenectady,  upon  representations  made  by  the  Bank  Department.  The  July 
report  of  this  bank  showed  a surplus  of  $7,494.  but  an  examination  made 
on  July  19th,  by  the  bank  examiner,  Mr.  Reid,  revealed  a deficiency  of 
over  $ 7,000,  which  has  since  increased  to  over  $ io,oca  Injudicious  invest- 
ments and  an  accumulation  of  real  estate,  bid  in  as  a result  thereof,  had 
crippled  the  bank  for  some  time  past.  There  are  about  1,000  depositors,  to 
whom  is  due  $88,059.23. 

The  Loaner’s  Bank. — A meeting  of  the  depositors  of  the  Loaner’s  Bank, 
which  suspended  on  the  2d  of  May,  was  held  on  August  8th.  The  receiver, 
J.  F.  Hubbard,  Jr.,  made  a report  of  his  examination  of  the  bank’s  affairs. 
He  said  that  the  condition  of  the  institution  had  been  grossly  misrepresented 
by  its  President,  and  that  its  suspension  was  caused  by  sheer  exhaustion.  Dur- 
ing the  last  year  of  its  existence,  the  bank  received  less  than  $ 10,000 
for  interest,  while  it  paid  out  $11,000  interest  on  deposits,  and  its  expenses 
were  $ 25.000  more.  The  President  had  made  loans  in  a very  irregular 
manner,  and  the  whole  management  of  the  bank  had  been  criminally  negli- 
gent. The  total  assets,  real  and  nominal,  were  $415,650.21,  and  the  liabil- 
ities $218,639.58.  The  net  cash  assets  were  $5,574.26,  and  of  the  nominal 
assets  four-fifths  were  worthless. 

J.  G.  Anderson,  bank  examiner,  also  stated  that  most  of  the  securities 
were  worthless,  that  the  books  were  kept  irregularly,  and  that  during  a long 
experience  he  had  never  before  seen  a bank  in  such  bad  condition. 

Mr.  Hubbard  said  that  if  the  affairs  of  the  institution  were  wound  up  by 
a receiver,  he  doubted  if  the  depositors  would  ever  receive  twenty-five  cents 
on  the  dollar.  He  had  received  a proposition  from  certain  persons,  who  of- 
fered, in  return  for  the  charter  of  the  bank,  to  take  its  assets  and  pay  the 
depositors  fifty  cents  on  the  dollar.  A committee  of  five  was  appointed  to 
consider  this  offer,  which  will  probably  be  accepted.  It  is  not  believed  by 
the  receiver  that  the  shareholders  can  be  made  responsible  for  any  of  the 
debts  of  the  bank. 
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Coinage  of  the  United  States  Mints. — Reports  of  the  coinage  opera- 
tions of  the  country  for  the  past  fiscal  year  show  that  the  entire  coinage  was 
$57,448,685,  an  increase  of  13,593,977  over  the  total  for  1874-75.  Of  the 
coinage  of  1875-76,  $38,182,962  was  gold,  and  the  remainder,  $19,265,723, 
silver.  The  operations  of  the  three  mints  are  as  follows : 

GOLD  coinage. 

San  Francisco.  Philadelphia 

Double  eagles $ 26,900,ocx>  ...  $ 8,228  900 

Eagles 50000  ...  8,320 

Half  eagles 45, 000  ...  8,385 

Three  Dollars 135 

Quarter  eagles 41,500  ’ *1,552 

Dollars 3, 645 


Total  gold.... 

..  $27,036,500 

...  $8,260,937  ... 

$2,885,525 

SILVER 

COINAGE. 

Trade  dollars. 

••  $4,523,000 

$280,050  ... 

$ 1,329,000 

Half  dollars. 

..  1,772,000 

..  1,080,000 

2,456,525  ... 

757,000 

Quarter  dollars.... 

2.415.263  ... 

5*2.750 

Double  dimes 

. 227,000 

7.560  ... 

28,000 

Dimes. 

1,351.000 

1,441,105 ... 

848*000 

Total  silver... 

• $8,953,000 

...  $6,600,503  ... 

$3,474,750 

Minor  coins... 

. 

237  470  ... 

Add  gold 

..  27,036,500 

8,260,937  ... 

2,885,525 

Total  gold  and  silver  $ 35,989,500 

...  $15,098,910  ... 

$6,360,275 

Of  the  entire  gold  coins  produced,  $ 37,900,720  were  in  double  e^^les, 
$153,610  eagles,  and  $128,632  half  and  quarter  eagles.  The  silver  coinage 
consisted  of  $6,132,050  in  trade  dollars,  $4,985,525  in  half  dollars,  $^008,013, 
in  quarter  dollars,  $262,560  in  twenty-cent  pieces,  $3,640,105  in  dimes,  and 
the  remainder  in  the  smaller  coins. 

The  coinage  operations  at  the  San  Francisco  Mint  during  the  past  fiscal  year, 
were  the  largest  since  its  establishment,  and  the  aggregate  business  will  proba- 
bly exceed  that  of  any  mint  in  the  world  for  a single  year.  The  coinage  of 
gold  during  the  past  year,  as  usual,  has  been  chiefly  confined  to  double  ^gies. 
Trade  dollars  were  coined  during  every  month  of  the  year  except  the  first 

Acting  under  the  provision  of  the  Silver  bill,  repealing  the  le^  tender  of  the 
trade  dollar,  and  authorizing  the  Secretary  of  the  Treasury  to  limit  the  coinage 
thereof  to  the  actual  export  demand.  Secretary  Morrill  has  directed  that  no 
deposits  for  these  coins  oe  received,  until  further  advised,  at  the  Philadelphia 
or  Carson  City  Mint  The  San  Francisco  Mint  has  been  authorized  to  coin  an 
amount  sufficient  to  meet  the  actual  export  demand,  which  is  fo^  China  and 
Japan  only.  Otherwise  the  Mints  will  be  run  to  their  full  capacity  on  the  sub- 
sidiary coin  and  necessary  gold  coinage. 

The  Issue  of  Silver  Coins. — The  reports  received  at  the  Treasury  De- 
partment from  the  various  sub-treasuries  to  the  close  of  business  on  August 
19th,  show  that  the  available  balance  in  silver  coins  is  reduced  to 
$4,415,012.  Since  the  pass^e  of  the  act  authorizing  the  redemption  of 
fractional  currency  in  subsidiary  coin,  the  total  amount  of  such  coin  issued 
is  $14,788,950.  Of  this  amount  $9»  593*937. 26  were  for  redemption  of 
fractional  currency,  and  $5,195,012.74  were  for  currency  obligations.  At 
the  several  mints  there  were  at  the  last  accounts  $4*415*153,  of  which 
$ 1,824,348  was  in  subsidiary  coins.  Of  this  amount  about  one  million 
dollars  was  in  ten  cent  pieces  at  San  Francisco,  and  will  have  to  be 
recoined  into  halves  and  qnarters,  so  that  the  available  balance  in  subsidiary 
coins  is  really  less  than  three  and  one-half  million  dollars. 


Carson. 

$2,771,820 

95.290 

18,415 
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Ajikansas. — Banking  in  Little  Rock  would  seem  to  be  profitable  even  in  the 
present  times.  The  German  Savings  Bank  having  recently  determined  to  in- 
crease its  capital  stock,  the  additional  amount  was  taken  at  fourteen  and  a 
half  per  cent  premium,  and  the  premium  added  to  surplus  fund. 

Kansas. — The  Butler  County  Bank,  Eldorado,  Kan.,  has  closed  its  doors. 
No  explanation  has  yet  appeared.  It  is  reported  that  two  of  the  depositors  de- 
manded their  money  at  the  point  of  a revolver,  and  got  it.  A third  demanded 
his  and  fell  into  a wrangle  with  the  president,  who  drew  a pistol  and  snapped 
it  several  times,  after  which  the  depositor,  named  Shehan,  shot  the  president, 
Gossord,  kUling  him  instantly. 

Pennsylvania — The  Miners*  Trust  Co.  Bank,  of  Pottsville,  a saving  trust  in- 
stitution, suspended  payment  on  August  4th.  The  principal  cause  is  said  to 
be  heavy  investments  in  iron  properties  which  have  not  turned  out  welL 
Two  meetings  of  stockholders  have  been  held  since  the  suspension.  The 
second  meeting  was  on  August  14th,  but  resulted  in  nothing  definite.  The 
statement  which  the  president  laid  before  the  stockholders,  and  which  was 
r^'ected  as  too  indefinite,  showed  that  the  bank’s  liabilities  were,  in  round 
numbers,  $1,400,000;  its  assets  $ 1,509,00a  The  number  of  depositors  was 
about  15,00a 

Jay  Cooke  & Co. — On  Monday,  August  7th,  the  several  members  of  the 
firm  of  Jay  Cooke  & Co.  were  finally  discharged  from  bankruptcy  by  Judre 
Cadwalader,  sitting  in  the  United  States  District  Court  We  gather  the  su^ 
joined  summary  of  the  entire  proceedings  from  the  Philadelphia  Ledger: 

The  banking  house  of  Jay  Cooke  & Co.  closed  on  the  i8th  of  September, 
1873,  the  firm  then  consisting  of  Jay  Cooke,  Wm.  G.  Moorhead,  H.  C Fahne- 
stock, H.  D.  Cooke,  Pitt  Cooke,  Gea  C Thomas,  James  A.  Garland,  and 
Jay  Cooke,  Jr.  Seven  days  after  the  suspension  of  business,  on  the  25th  of 
September,  a petition  was  presented  to  the  Court,  on  behalf  of  the 
Square  Building  Association,  asking  that  the  firm  be  declared  bankrupts.  This 
took  the  usual  course,  and  was  followed  on  the  26th  by  the  petition  of  Samuel 
Joseplis  to  the  same  effect  These  not  being  subsequently  pressed,  petitions  of 
intervention  followed,  and  on  November  26th  the  adjudication  was  made. 
Among  the  first  judicial  acts  following  the  declaration  of  bankruptcy  was  the 
appointment  of  Eidwin  M.  Lewis,  Esq.,  as  receiver  of  the  estate. 

On  the  15th  of  January,  1875,  meeting  of  creditors  was  held,  fol- 

lowed by  an  adjourned  meeting  on  the  i6th.  It  was  at  that  meeting  decided 
that  the  estate  should  be  managed  by  a trustee  and  committee  of  creditors,  and 
Mr.  Lewis  ivas  made  the  trustee,  the  committee  being  John  Clayton,  Isaac 
Norris,  Robt.  Shoemaker,  Joseph  Brown,  and  Chas.  P.  Helfenstein.  Then 
came  the  presentation  of  schedules  and  statements  of  the  bankrupts  in  respect 
to  their  individual  and  partnership  affairs,  and,  at  the  instance  of  creditors,  the 
bankrupts  submitted  to  a personal  examination  before  the  Register  in  Bank- 
mptcy,  Joseph  Mason,  Esq.  The  last  meeting  of  creditors  took  place  on  the 
iith  of  March,  on  which  occasion  the  discharge  was  opposed  by  Mr.  George 
Cordingly,  who  subsequently  appeared  in  Court  and  gave  his  reasons  fully  for 
the  opposition. 

The  petition  asking  for  the  discharge  was  presented  on  the  ilth  of  February, 
1875.  among  other  things  the  bankrupts  averred  that  they  had  nmde  full 
disclosures  and  surrender  of  all  their  estate,  real  and  personal. 

The  report  of  the  Register  to  the  Court  was  made  on  the  25th  May.  1876. 
He  opposed  the  discharge  unless  certain  conditions  were  complied  with.  On 
July  14th,  the  Judge,  having  heard  the  matter  fully,  made  an  order  requiring 
creditors  to  be  notified  that  the  petition  would  be  considered  on  July  26th.  On 
this  date,  after  presentation  of  proofs  that  the  order  had  been  complied  with, 
Judge  Cadwalader  made  an  order  for  the  final  discharge  of  the  bankrupts — not 
however  to  go  into  effect  until  the  expiration  of  ten  ^ays,  within  which  time 
their  creditors  might  present  any  additional  reasons  against  the  discharge.  That 
time  expired  on  August  7th — the  dischai^e  being  recorded  as  of  July  26th. 

From  the  day  of  the  adjudication  to  the  close  of  the  proceedings,  two  years 
and  eight  months  elapsed. 
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Dividends. — The  Comptroller  of  the  Currency  has  declared  a dividend  of 
twenty-five  per  cent,  in  favor  of  the  creditors  of  each  of  the  following  banks,  viz. : 
The  City  National  Bank  of  Chicago,  111.  ; the  First  National  Baidc  of  Duluth, 
Minn.;  and  the  First  National  Bank  of  Osceola,  Iowa. 

Rhode  Island. — Mr.  Alexander  Famum,  trustee  of  the  suspended  firm  of 
Green  & Cranston,  bankers,  Providence,  has  announced  the  first  dividend  of 
66^  per  cent 

Tne  receiver  of  the  Cranston  Savings  Bank,  Providence,  has  declared  the 
fifth  dividend,  making  sixty-nine  per  cent  in  all. 

Daring  Bank  Robbery. — During  the  passage  of  a circus  procession  at  Hali- 
fax, on  August  1st,  the  clerks  in  the  B^k  of  Nova  Scotia  locked  the  doors 
and  went  out  to  view  the  cavalcade.  In  their  absence  a man  claimed  to 

have  dropped  important  papers  down  the  basement  grating,  and  was  ad- 
mitted by  a servant  by  the  side  door,  when  he  passed  through  the  basement 
to  the  banking-room,  secured  $ 17  500  in  notes,  which  were  on  the  counter, 
and  escaped.  The  bank  offers  $ 2,000  reward  for  the  recovery  of  the 
property. 

Resumption. — The  American  banking  house  of  Bowles  Brothers  & Ca  have, 
it  is  announced,  settled  all  their  difficulties  and  are  to  resume  business  again. 
The  prominent  men  in  the  new  organization  of  the  house  are  Messrs.  Charles 
Bowles,  Nathan  Appleton,  and  Henry  Gilley. 

Life  Insurance  and  Savings  Banks. — The  separation  of  two  elements, 
which  have  under  the  usual  system  been  unjustly  commingled,  is  now 
effecting  a marked  advantage  to  those  who  seek  to  get  Life  Insurance  at  its 
actual  cost  without  the  necessity  of  depositing  money  for  mere  accumulation. 
The  true  principle  is  recognised  by  the  Provident  Savings  Life  Assurance 
Society  of  this  city,  who  have  at  the  same  time  initiated  another  reform. 
Heretofore  the  premiums  paid  to  distant  companies  have  taken  away  large 
sums  annually  from  the  vicinity  of  the  assured  to  be  accumulated  in  a dis- 
tant city.  By  a sy.stem  of  “Savings  Bank  Policies,”  issued  by  the  “Provi- 
dent,” any  one  who  may  prefer  to  keep  his  money  for  accumulation  at  homt^ 
where  it  will  be  under  his  own  eye,  and  where  it  will  be  used  to  develop 
local  interests,  can  place  the  reserve  or  deposit  portion  of  each  premium 
for  accumulation  in  a Savings  Bank  or  Trust  Company  of  his  own  selection. 
A clause,  inserted  in  each  Savings  Bank  Policy,  provides  that  the  “Deposit 
portion  of  premiums”  each  year  may  be  held  in  trust  by  the  bank  selected. 
This  plan  will  commend  itself  to  bankers  in  the  West  and  South  especially. 
Other  particulars  are  given  in  an  advertisement  of  the  Society,  at  the  front 
of  this  number. 
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GERMANY'S  STOCK  OF  SILVER. 

The  following  letter  from  the  manager  of  the  London  branch  of  the  Deutsche 
Bank,  was  addressed  to  the  London  Times: 

“50  Old  Broad  Street,  E.  C,  London,  July  15. 

“Sir:  Various  London  jmpers,  having,  in  recent  articles  on  the  silver  Question, 
kxtiniated  that  large  quantities  of  the  metal  would  or  might  be  put  on  tne  mar> 
kct  by  Germany,  I herewith  take  the  liberty  of  addressing  you  a few  lines  on 
the  subject 

“In  one  l»per,  the  stock  of  German  silver  has  been  alluded  to  as  consisting 
of  many  millions  sterling ; in  another  it  has  been  stated  that  the  German  Gov- 
ernment intended  to  put  ever  so  many  hundred  tons  on  the  market  every 
month;  while  the  English  correspondent  of  some  Frankfort  paper,  has  asserted 
that  the  German  Government  had  attempted,  without  success,  to  force  sales  in 
London  at  the  recent  reduced  prices. 

“As  representatives  of  the  institution  through  whose  medium  the  German 
sales  in  London  and  the  East  have  been  effected  up  to  the  present  time,  and 
at  the  special  request  and  by  authority  of  the  German  Government,  I herewith 
to  contradict  in  the  most  formal  manner,  the  foregoing  statements  as  being 
altogether  erroneous,  imaginary,  and  contrary  to  the  facts  of  the  case. 

“The  sales  which  have  taken  place  represent,  on  an  average,  two  to  three 
millions  sterling  per  annum  only,  which  is  the  best  proof  <rf  the  moderation 
with  which  they  have  been  accomplished.  No  exaggerated  amounts  have  ever 
been  forced  on  the  market;  on  the  contrary,  the  government  have  proceeded 
with  so  much  discretion  in  the  matter,  that  much  less  has  been  realized  than 
might  have  been  done  if  the  sales  had  been  pressed  with  more  persistence. 

“Far  from  attempting  sales  at  the  recent  veiy  low  quotations  large  offers  at 
these  rates  from  would-be  buyers  have  been  remsed,  the  government  seeing  no 
necessity  for  submitting  to  panic  prices. 

“How  much  silver  Germany  may  have  to  sell  eventually,  cannot  be  known 
before  the  withdrawal  of  the  thaler  currency  is  terminate<L  The  estimates  vary 
from  eight  to  twenty  millions  sterling,  or  more,  according  to  the  report  of  the 
Select  Committee  of  the  House  of  Commons,  appx>inted  to  Investigate  the  sub- 
ject, before  whom,  when  giving  my  evidence,  I stated  the  reasons  why  I am 
ccMivinced  that  the  lowest  amount  is  likely  to  prove  nearest  the  mark;  to 
which  I may  now  add  that  the  most  competent  heads  of  departments  at  the 
Imperial  Chancellery  in  Berlin,  estimate  the  eventual  surplus  at  seven  and  a 
half  millions  sterling,  or  even  less,  if,  as  is  quite  p>ossible,  the  new  silver  coin- 
age should  be  issu^  to  a larger  extent  than  ten  shillings  per  head  of  the  pop- 
ulation. the  amount  originally  fixed. 

“The  present  available  stock  of  German  silver  does  not  exceed  300,000  to 

400, 000,  and  is  not  likely  at  any  time  to  accumulate  excessively,  as  the  old 
silver  coinage  is  being  retired  but  very  slowly.  I am,  sir,  your  obedient  ser- 
vant. 

For  the  Deutsche  Bank  (Berlin),  London  Agency. 

“G.  PiETSCH,  Manager.”  ‘ 

The  London  Eem^ist^  commenting  on  this  letter,  says: 

“And  this  estimate  entirely  corresponds  with  that  which  Mr.  Pietsch  laid  be- 
fore the  Silver  Committee.  But  it  must  be  borne  in  mind  that  the  quantity  of 
silver  which  Germany  will  have  to  sell,  depends  on  three  unknown  quantities — 
( I ^ on  the  amount  of  thaler  currency — still  undemonetized — now  circulating ; 
(2;  on  the  amount  of  that  silver  which  will  come  in  for  exchange  when  it  is 
demonetized;  (3)  on  the  amount  of  new  silver  subsidiary  currency  which  will 
be  wanted  in  lieu  of  this  old  silver.  And  upon  the  figures  of  all,  these  esti- 
mates are  entirely  various.  Indeed,  for  our  own  part,  we  do  not  believe  that 
there  are  sufficient  data  for  coming  to  a sure  conclusion  as  to  any  of  them. 
The  amount  of  a particular  coin  circulation  in  any  coimtry  is  always  a very  diffi- 
cult matter  to  determine,  and  in  the  case  of  the  thaler,  Germany  has  no  par- 
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ticular  facilities  for  determining  it.  The  thaler  has  been  in  use  for  many  years ; 
how  much  of  it  has  been  exported,  how  much  melted  down,  how  much  lost, 
how  much  reduced  by  wear  and  tear  can  never  be  known,  nor,  in  consequence, 
the  amount  in  circulation  now.  And,  as  we  do  not  know  this,  of  course  we 
cannot  tell  how  much  of  it  may  come  in  for  exchange,  or  how  much  new  coin 
will  be  required  to  replace  it  A fortiori^  we  cannot  say  how  much  silver 
Germany  will  have  to  sell,  for  we  must  first  know  all  these  other  things.  Dep- 
uty Sonneman,  estimates  it  at  22, 500,000,  which  Dr.  Soetbeer  considers  rather 
too  low  than  too  high,  and  an  official  statement  sent  by  Lord  Odo  Russell, 
makes  it  20,000,000,  and  Mr.  Pietsch  makes  it  13,000,00a  And  there  is 
no  difficulty  in  seeing  why  these  sums  differ  so  much,  for  each  of  them  is  a 
compound  guess  foimded  on  three  other  guesses.** 


The  Value  op  Gold  and  Silver.— The  following  concurrent  resolution  pro- 
viding for  a commission  to  inquire  into  the  change  ib  the  relative  value  of  sil- 
ver and  gold,  was  passed  by  the  two  houses  of  Congress: 

“That  a commission  is  hereby  authorized  and  constituted,  consisting  of  three 
Senators,  to  be  appointed  by  the  Senate,  three  members  of  the  House  of 
Representatives,  to  be  appointed  by  the  Speaker,  and  experts  not  ex- 
ceeding three  in  number,  to  be  selected  by  and  associated  with  themv 
with  authority  to  determine  the  time  and  place  of  meeting,  and  take  evidence, 
and  whose  duty  it  shall  be,  first,  to  inquire  into  the  change  which  has  taken 
place  in  the  relative  value  of  gold  and  silver,  the  causes  thereof,  and  the  effect 
thereof  upon  trade,  commerce,  finance,  and  the  productive  interests  of  the  coun- 
try, and  upon  the  standard  value  in  this  and  foreign  countries;  second,  into  the 
policy  of  the  restoration  of  the  double  standard  in  this  country,  and  if  restored, 
what  the  relation  between  gold  and  silver  coins  should  be ; tlyrd,  into  the  policy 
of  continuing  legal-tender  notes  concurrently  with  the  metallic  standards,  and  the 
effects  thereof  upon  the  labor,  industries  and  wealth  of  the  country ; and  fourth, 
into  the  best  means  for  providing  for  facilitating  the  resumption  of  specie  pay- 
ments. And  said  commission  is  authorized  to  employ  a stenographer,  and  sh^ 
report  on  or  before  the  15th  day  of  January,  1877,  evidence  taken  by 

them,  and  such  recommendations  for  legislation  as  they  may  deem  proper.** 

The  Congressional  members  of  the  commission  are  Senators  Jones  ( of  Nevada,) 
Boutwell,  and  Bogy,  and  Representatives  Gibson,  Bland,  and  Ballard. 


Congress — Bills  Laid  Over. — Among  the  more  important  bills  passed  by 
the  House  this  session,  but  which  go  over  until  next  Winter  on  the  Senate's 
calendar,  are  the  following,  which  involve  financial  interests : 

The  Bounty  bill. 

To  repeal  the  Bankrupt  law. 

For  the  further  distribution  of  the  Geneva  award. 

To  compel  the  Pacific  railroad  companies  to  create  sinking  funds  for  the  re- 
payment of  their  indebtedness  to  the  Government 

The  House  bill  to  repeal  that  clause  of  the  act  for  the  resumption  of  specie 
payments,  which  fixes  January  1,  1879,  ^ of  resumption,  remains  in 

the  hands  of  the  Senate  Finance  Committee  unreported. 

The  following  measures  were  among  those  pending  in  the  House  for  action, 
but  not  acted  on  at  the  time  of  adjournment : 

For  a commissioner  to  ascertain  on  what  terms  a mutually  beneficial  treaty  of 
commerce  with  Canada  can  be  arranged. 

Concurrent  resolution,  proposing  a common  unit  of  money  and  accounts  for 
America  and  England. 

The  Senate  bill  authorizing  the  President  to  appoint  commissioners  to  attend 
an  international  conference  on  the  subject  of  the  relative  value  of  gold  and  silver. 

To  amend  the  law's  relating  to  internal  revenue,  known  as  the  Meade  bilL 

To  utilize  the  products  of  gold  and  silver  mines,  known  as  the  Bland  Silver 
bill. 

To  amend  the  act  amending  the  charter  of  the  Freedman’s  Savings  and  Trust 
Company. 
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OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS. 
Authorized  July  26  to  August  22,  1876. 


■ — V 

Me.  Name  and  Place.  Preeident  and  Cashier.  Authorized.  Paid. 

2J59  Amwell  National  Bank,  Samuel  Lilly $ 60,000 

Lambertviile,  N.  J.  Wm.  V.  Cooley  $36,500 

2340  First  National  Bank,  H.  K Fiddeman 60,800 

Milford,  Del.  John  B.  Smith  41  >025 

2341  CentrevQle  N.  B.  of  Md,  William  McHenry 75>ooo 

Centreville,  Md.  W.  A.  Cunningham  57>ooo 


NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 

{Montkiy  Lisif  continued  from  August  No. page  158.) 

State.  Place  and  Capital.  Bank  or  Banker.  N.  Y.  Correspondent  and  Cashier. 

Del....  Milford. First  National  Bank 

$ to,  800  H.  B.  Fiddeman,  Pr.  John  B.  Smith,  Cos. 

III.  ...  Ashley Pace  Bros.  & Co Importers  & Traders*  Nat,  B*k 

**  Fulton T.  A.  Hardin  & Co 

“ Mendota John  M.  Erlenbom Greenebaum,  Bros.  & Co. 

Yates  City J.  M.  Taylor Gilman,  Son  & Co. 

Iowa...  Leon Farmers  & Traders’ B*k  Kountze  Bros. 

Kan..  . Clay  Centre  ...  J.  F.  Streeter Metropolitan  National  Bank. 

Md.  ....  Centreville Centreville  N.  B.  of  Md.  

$75,000  Wm.  McKenney,  Pr.  W.  A.  Cunningham,  Cos. 

Minn.  . Albert  Lea H.  D.  Brown  & Co Fourth  National  Bank. 

Miss  . . Canton Helm’s  Bank Jas.  A.  Home,  Cas. 

N.  J....  Lambertviile...  Amwell  National  Bank..  

$ 60,000  Samuel  Lilly,  Pr.  W.  V.  Cooley,  Cas. 

“ ....  Newark Graham  & Co Bank  of  N.  Y.  N.  B.  A. 

Pa..  ..  Canton Doane  Clark  & Co National  Park  Bank. 

Tenn  . Cleveland Exchange  & Deposit  B’k  R.  T.  Wilson  & Co. 

$60,000  J.  H.  Craigmiles,  Pr.  J.  H.  Reynolds,  Cas. 

Wis. ...  Reedsburg Exchange  Bank  (S.  Ramsay)  Vermilye  & Co. 


DISSOLVED,  DISCONTINUED  OR  CHANGED. 

(Monthly  List,  continued  from  August  No.,  page  160.) 


lLL.....» 

< 

it 

it 

Iowa.  .. 

Kan 

Ky 

Mich  ... 
Minn  ... 

Mo 

Pa 


Merril  Ladd  & Co.,  Evanston;  closed. 

Taylor  & Lambert,  Votes  City;  succeeded  by  J.  M.  Taylor. 

Erlenbom  Brothers,  Mendota;  succeeded  by  John  M.  Erlenbom. 
Ravens,  McKinley  & Co.,  Ottawa;  in  liquidation. 

First  National  Bank,  Leon;  succeeded  by  Farmers  and  Traders’  Bank. 
Butler  County  Bank,  El  Dorado ; closed. 

Anderson  County  Bank,  Lawrenceburg ; in  liquidation. 

Bowen  & McGowan,  Coldwater  and  Quincy ; assigned. 

H.  D.  Brown,  Albert  Lea;  succeeded  by  H.  D.  Brown  & Ca 
Hibernia  Savings  Bank,  St.  Louis ; in  voluntary  liquidation. 

Strait,  Clark  & Co.,  Canton;  succeeded  by  Doane  Clark  & Ca 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 


( Monthly  List;  continued  from  August  No,^  page  159.J 

September,  1876. 


Name  qf  Bank. 

N.  Y.  City,  Produce  Bank 

Cal....  First  National  Gold  Bank,) 
Santa  Barbara.) 

“ Farmers  & Merchants*  B’k, ) 

Los  Angeles,  f 
Col....  German  Bank  of  Denver.,... 
III....  Workingman’s  Banking  Co. ) 

E^st  SL  Louis,  f 

Ind....  Citizens  Bank,  Waterloo 

Iowa  . First  Nat.  B’k,  Davenport... 

“ Plymouth  Co.  Bank,  Lemars. 

Kan...  Citizen’s  B’k,  North  Topeka. 
Mass...  Conway  Nat  Bank,  Conway. 
“ ..  Hingham  National  Bank,  > 

Hingham. ) 

“ Ashbumham  Sav.  Bank,  \ 

Ashbumliam.  ) 

“ . . Collateral  Loan  Co.,  Boston. 

Minn..  The  Savings  Bank  of  ) 
St.  Paul.]’ 

Mo Concordia  Savings  Bank,  ) 

Concordia, ) 

Neb....  State  Bank,  Brownville 

“ Kearney  State  B’k,  Kearney. 
**  Farmers’  State  Bank, 

Pawnee  City. ) 
N.  Y..  Third  National  B’k,  Buffalo. 
“ White’s  Bank  “ 

“ Pierson  & Perkins’  Bank,  ) 

Newark. ) 

N.  C...  Merchants  & Farmers’  Na-) 
tional  Bank,  ( harlotte. ) 

“ Peoples’  Bank  of  Monroe,... 
Ohio...  Western  German  Bank,  > 
Cincinnati.  > 

Pa Humboldt  Safe  Deposit  &) 

Trust  Co.,  Erie.) 

R.  I....  Nat  Niantic  B’k,  Westerly. 
W.  Va.  B’k  of  Lewisburg,  Lewisb’g. 
Can....  B’k  of  Commerce,  Montreal. 

« <1  <( 

“ “ (Br.)  Ottawa. 

“ “ “ Galt.... 


Elected. 

Samuel  Conover,  Pr, 
N.  O.  Suydam,  Cos, 

Milo  Sawyer,  Pr,,„, 

Isaias  W.  Heilman,  Pr, 
FrankLecouvreur,  Cos. 
George  Tritch,  Pr.,„ 

R.  J.  Whitney,  Pr. . 

Miles  Waterman,  Cos. 

T.  T.  Dow,  Pr. 

P.  J.  Dalton,  Cos,,,, 
Jas.  M.  Davies,  Pr„  . 
£.  L.  Munn,  Cos  .... 
Jos.  Jacobs,  Jr.,  Pr.., 

A.  A.  Walker,  Pr 

E.  H.  Batcheller,  Cos, 
John  S.  Prince,  Pr, , 
H.  Sahlgaard,  Cos.,, 
Jno.  Kroenecke,  Pr.. 
Henry  Ficken,  Cos. , 
W.  H.  McCreery,  Pr, 
F C.  Grable,  Cos,.,, 

D.  Rennick,  Pr. 


In  place  0/ 

Thomas  L.  Raymond. 
Samuel  Conover. 

Mortimer  Clark. 

John  G.  Downey. 

I.  W.  Heilman. 

J.  J.  Reithman. 

A.  B.  Pope. 

W.  C.  Langan. 
Chas.  E.  Putnam. 

A.  C.  Jurgensen. 

T.  B.  Sweet 
Samuel  Swan. 
Charles  Siders. 

G.  C.  Winchester, 

E.  B.  Foster. 

W.  R.  MarshalL 
J.  S.  Prince. 

Jna  H.  Lohoefaer 

H.  W.  Thieman. 
Wm.  H.  Hoover. 

F.  S.  Trew. 

C.  Schoolcraft 


S.  A.  Provoost,  Cos,  E.  T.  Smith. 
Elisha  T Smith,  Cos.  F.  Gridley. 

W.  H.  Hunt,  Cos,,,,  W.  G.  Burnham. 

J.  H.  McAden,  Pr„.  T.  H.  Brem.* 
W.  H.  Fitzgerald,  Cos,  E.  A.  Armfield. 


F.  J.  Werner,  Cos.,., 

G.  Jarecke,  Pr 

J J.  Sturgeon,  Cos., 
Chas.  A.  Nichols,  Pr. 

A.  C.  Snyder,  Pr 

C R.  Murray,  Cos,, 
J.  H.  Plummer,  Insp„ 
Robert  Gill,  Manager, 
E.  Cowdry,  Manager. 

Deceased. 


A.  Sommer. 

U.  Schluraff. 

C.  Metcalf. 

H.  N.  Campbell. 
Samuel  Price. 

R.  A.  Campbell 
C.  R.  Murray. 

J.  H.  Plummer. 
Robert  Gill 
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NATIONAL  BANKS  OF  THE  UNITED  STATES. 

June^  i8y6. 

Abstract  of  reports  made  to  the  Comptroller  of  the  Currency,  showing  the 
ooDdition  of  the  National  Banks  of  the  United  States,  at  the  close  of  business 
00  June  30th,  1876 ; and  also  on  June  30th,  1875,  26th,  1874. 


L/ABILITIES. 

Capital  stock  paid  in  

Surplus  fund 

Other  undivided  profits  

National  bank  notes  outstanding 
State  bank  notes  outstanding  ... 

Dividends  unpaid 

Individual  deposits 

United  States  deTOsits 

Deposits  of  U.  S.  aisburs’g  officers 
Due  to  other  National  banks ... 
Due  to  State  banks  and  bankers 

Notes  and  bills  discounted 

Bills  pa}rable 

Aggr^aU  Liabilities 

RESOURCES. 

Loans  and  discounts 

Overdrafts 

U.  Sb  bonds  to  secure  circulation 
U-  S.  bonds  to  secure  deposits... 

U.  S.  bonds  on  hand 

Other  stocks,  bonds  & mortgages 
Due  from  approved  reserve  ag*ts 
Due  from  other  National  banks  . 
Due  from  State  banks  & bankers 
Real  estate,  furniture  & fixtures. 
Current  expenses  and  taxes  paid 

Premiums  paid 

Checks  and  other  cash  items ... 
Exchanges  for  Clearing  House . 

Bills  of  other  banks. 

Fractional  currency 

Specie  (gold  coin) . $ 4,827,671 ) 
(silver**;.  1,627,566  > 
U.S.  goldcertifict’s  18,76^320) 

Legal'tender  notes 

U.  S.  certif.  for  dep.  1^^ -tenders 
Flve-per-cent  Exemption  fund 
Due  from  U.  S.  Treasurer 

Aggregate  Resources 


1876. 

1875. 

1874. 

yune  30. 

yuH£  30. 

yun€  26. 

2,091  banks. 

♦,076  banks. 

1,^3  banks. 

♦s«^  393. 796 

. ♦ 501,568,564 

. ♦491,003,711 

«3‘.897.«97 

. 133,169,095 

. 126,239,308 

46,609,342 

. 52,160,105 

58,332,966 

294,448,418 

. 318,148,406 

• 338,538,743 

650, 202 

786,844 

1,009,021 

6,121,67s 

6,105,519 

1,242,475 

641,432,886 

. 686,478,630 

. 622,863,154 

7,630.703 

6,714,329 

7.322,831 

3,429,960 

3.459,062 

3.238,639 

131,699,020 

• 138,914,828 

• 143.033,822 

51,407,140 

55.714,055 

. 50,227,426 

3,867,622 

4,261,464 

4.436,256 

6,173,006 

5,758,300 

4.352,561 

♦ 1,825,760,967 

♦ 1.913,239,201 

♦ 1,851,840,913 

♦929,952,123 

• ♦968,503,902 

. ♦922,000,135 

3.734,407 

. 4,422,630 

4,194,937 

339.  HI.  750 

• 375.127.900 

• 390,281,700 

14,328,000 

14,147,200 

14,890,200 

30,842,300 

12,753,000 

10,456,900 

32,982,806 

32,010,316 

27,010,727 

87,489,901 

. • 89,788,904 

97,871,517 

46,442,589 

48,513.389 

45.770,716 

11,963,948 

11,625,647 

12,469,592 

42,722,415 

. 40,969,021 

37,270,877 

5,025,549 

4,992,044 

7.550,125 

10,621,634 

, 8,742,394 

8,563,262 

11.723,505 

12,433,100 

10,496,257 

75,328,879 

. 88,924,026 

63,896,271 

20,398,422 

. 24,261,961 

23.527,991 

2,283,899 

1,987,898 

2,620,504 

*5,219,557 

18,959,582 

22,326,207 

90,836,876 

. 87,492,895 

. 103,108,350 

27.955,000 

14,805,347 

2,258,061 

47,310,000 

47,780,000 

. 19,640,786 

91,250 

♦ 1,825,760,967 

♦ 1,913,239,201 

♦ 1,851,840,913 

Digitized  by  LjOOqIc 


244 


THE  banker's  magazine. 


[September, 


NOTES  ON  THE  MONEY  MARKET. 

NEW  YORK,  AUGUST  22,  1 876. 

Exchange  on  London  at  sixty  days*  sight,  4.87  a 4.87^,  in  gold. 


The  fall  in  gold  is  the  principal  topic  of  importance  in  the  financial  circles. 
It  is  ascribed  in  part  to  a speculative  movement  and  in  part  to  the  adjournment 
of  Congress.  The  speculation  has  been  fostered  by  means  of  rumors  of  a new 
syndicate  negotiation  of  four  and  a half  per  cent  bonds.  Whether  there  is  any 
foundation  for  the  rumor  or  not,  it  has  been  actively  spread  by  the  Assodated 
Press  dispatches  from  Washington.  To  it  is  ascribed  much  of  the  depression  in 
the  gold  premium.  A more  legitimate  cause  of  the  fall  in  gold  is,  however, 
the  close  of  the  session  of  Congress,  and  the  termination  of  the  uncertainty  as 
to  what  currency  legislation  might  be  adopted.  There  is  no  doubt  that  the 
premium  on  gold  has  been  in  part  sustained  by  the  hope  of  inflation.  The 
paper  money  men  have  been  sanguine  in  the  expectation  of  obtaining  some  legal 
expansion  of  the  currency,  and  now  that  these  hopes  are  at  an  end  it  is  natu- 
ral that  the  price  of  gold  should  fall  Moreover,  we  are  approaching  the  time 
fixed  for  resumption,  and  although  the  House  passed  a bill  repealing  the  re- 
sumption clause  of  the  law  of  1875,  still  the  bill  did  not  become  a law  and  was 
lost  in  the  Senate.  Hence,  the  resumption  clause  stands,  and  as  we  approach 
the  first  of  January,  1879,  1^^  premium  on  gold  may  obviously  be  expected  to 
decline,  especially,  as  the  general  course  of  values  is  tending  downwards  in 
other  commodities. 

In  connection  with  the  silver  difficulty  a lively  discussion  has  been  going  on 
about  the  coinage  acts  of  1853  and  1873.  We  have  repeatedly  demonstrated 
that  the  former  act  made  no  other  change  in  our  silver  currency  than  to  es- 
tablish the  subsidiary  principle,  and  to  apply  it  to  the  fractional  coins.  But  the 
silver  dollar  was  in  no  way  changed  by  the  act  of  1853,  and  it  was  recognized 
in  law  as  a legal  tender  up  to  the  passing  of  the  act  of  February  10,  1873. 
This  act  does  not  mention  the  silver  dollar  at  all.  In  revising  the  Mint  laws 
it  enumerates  the  gold  and  silver  coins  which  shall  be  struck  at  the  Mint,  and 
in  the  list  of  the  latter  the  silver  dollar  is  not  mentioned.  In  a subsequent  sec- 
tion it  is  enacted  that  no  coins  except  those  enumerated  shall  be  made.  It  is 
thus  clear  that  neither  the  act  of  1853,  nor  that  of  1873,  demonetized  the 
silver  dollar.  Equally  untrue  is  it  that  the  act  of  1873  was  passed  by  Con- 
gress without  proper  publicity  being  given  to  it  We  have  heard  from  the 
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records  of  the  Treasury  Department  and  of  Congress,  that  the  coinage  act  of 
*873  was  first  transmitted  to  Congress,  April  25,  1870,  and  that  on  February 
9,  1872,  it  was  reported  from  the  Coinage  Committee  by  Samuel  Hooper, 
printed  and  recommitted,  and  finally  passed  the  House  May  27,  1872 — Yeas, 
iro;  Nays,  13.  The  bill  was  again  printed  in  the  Senate  on  May  29,  1872, 
and  with  some  amendments  passed  that  body  on  January  17,  and  went  to 
tbe  House.  On  January  21,  1873,  on  motion  of  Mr.  Hooper,  the  bill  was 
again  printed  with  amendments.  Subsequently  committees  of  conference  were 
appointed  and  the  bill  finally  became  a law  February  12,  1873.  The  bill 
as  originally  prepared  at  the  Treasury  omitted  the  silver  dollar  coin,  and 
the  report  stated  the  reasons  therefor.  The  silver  dollar  piece  was  omitted 
6rom  the  bill  as  it  first  passed  the  Senate  in  1871,  but  in  the  .bills  reported 
by  Mr.  Hooper,  in  the  House,  a new  silver  dollar  was  proposed  equal  in 
weight  to  two  half  dollars.  The  Senate  subsequently  substituted  the  present 
trade  dollar.  The  bill  was  printed  separately  eleven  times,  and  twice  in 
reports  made  by  the  Deputy  Comptroller  of  the  Currency.  For  these  and 
other  reasons  which  were  fully  argued  in  The  Banker’s  Magazine  for  July, 
it  is  clear  that  if  the  Coinage  Act  of  1S73  was  not  understood  and  its  pro- 
visions known,  the  ignorance  was  not  due  to  a want  of  publicity  in  the  steps 
by  which  the  measure  became  a law. 

The  rates  for  money  are  somewhat  better,  responsive  to  the  general  tone 
of  improvement  in  the  financial  circles.  The  rates  for  call  loans  range  from 
one  and  a half  to  three  per  cent.  Some  large  transactions  are  reported  on 
Government  collaterals,  at  one  per  cent.  for  thirty  days.  To  their  ordinary 
customers  the  banks  and  trust  companies  loan  at  four  per  cent  In  conse- 
quence of  the  promising  state  of  the  opening  fall  trade  prime  commercial 
paper  is  in  better  supply,  and  there  is  more  inquiry  for  money  in  mercan- 
tile business.  We  quote  sixty  to  ninety  day  prime  dry-goods  indorsed  bills  at 
3@3J4  per  cent  Four  months’  acceptances  are  4@5,  and  good  single  names 
of  four  to  six  months,  5J^@7.  Grocery  paper  is  in  good  request  at  4@5  per 
cent  for  four  months  notes,  and  3@3j^  for  sixty  day  Cuba  and  other  accep- 
tances. Single-name  paper  is  rated  at  5@7,  with  a light  inquiry,  as  there 
is  less  pressure  to  employ  idle  funds.  The  bank  statement  shows  that  the 
flow  of  currency  from  this  city  is  on  the  increase.  The  New  York  banks 
now  hold  in  lawful  money,  in  excess  of  the  twenty-five  per  cent,  required  by 
law,  $20,956,050,  against  $23,146,425  last  week — a decrease  of  $2,190,375. 
The  following  are  the  comparative  totals  of  the  New  York  Clearing  House : 

Legal  Excess  0/ 

1876.  Loans.  Specie.  Tef^rs.  Circulation.  Deposits.  Reserve. 

July  »9 1250,505,000  .$19,395,200  .$59,523,400  .$15,004,200  .$223,839,100  .$22,861,325 

Aug.  5 252*756»30o  ..  30,126,000  ..  60,333,300  ..  15,007,600  ..  226,479,800  ..  23,839,350 

“ 253,075,800  ..  21,092,000  ..  58,683,200  ..  15,373,900  ..  226,515,100  ..  23,146,435 

**  19 253,339,400  ..  19,873,400  ..  57.584.300  ..  14,714,600  ..  226,006,600  ..  20,956,050 


The  Clearing-House  exhibit  of  the  Boston  banks  for  the  past  month  is  as 
below : 


1876. 

Loans. 

specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

July  29.... 

....$128,833,600  . 

.••$2,365,300  ■ 

• .•$7,847,100  ... 

•$77.353.*oo  . 

...  $ 32,088,400 

Aug.  5.... 

129,743,500  . 

...  2,422,500  . 

. . . 7,692,500  . . . 

• 77.338.200  . 

...  23,162,000 

•*  12 

....  130,293,100  .. 

...  2,323,500  . 

...  6,966,600  ... 

76,451,100  . 

. ..  22,034,100 

«9-.- 

....  131,100,400  . 

. . . 2,080,600  . 

...  6,721,300  ... 

• 76,323»aoo  . 

. . . 23,033,400 
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The  Philadelphia  bank  statements  for  the  same  time  are  as  follows : 


1876.  Loans.  Specie.  Legal  Tenders.  Deposits.  CircnieUian. 

J«*y  »9 $60,314,615  ....$700,835  $17,301,463  ....$53,136,598  $10,127^046 

Aug.  5 60,416,394  ....  749.754  ••••  17.083,048  51.867,360  ...  10^131,963 

**  la 60,380,151  ....  693,033  ....  16,743,303  ...  50,910,603  ....  10,093,405 

“ 19 60,055,779  ....  636,933  ....  16,933,746  51,054,005  ....  10,368,637 


Tlie  stock  market  is  dull  and  feverish,  but  by  no  means  devoid  of  interest. 
Governments  are  less  active,  in  consequence  of  the  rumored  negotiations  for  the 
sale  of  the  four  and  a half  per  cents.  If  these  should  be  issued,  the  old  1865s 
would  be  called  in.  They  are  consequently  depressed;  the  amount  outstanding 
is  about  thirty-four  millions  of  registered,  and  115  millions  of  coupon  bonds.  In 
bank  shares  there  is  a fair  business  and  prices  are  Brm.  State  stocks  are  dull 
and  railroad  bonds  fairly  active.  Subjoined  are  our  usual  quotations : 


Quotations  : 

yuiy  31. 

Aug.  3. 

Aug.  9. 

Aug.  16. 

Aug’,  aa. 

Gold 

iiiK 

113 

iiiK  .. 

1**54  • 

IIO^ 

U.  S.  5-30S,  1867 Coup. 

1*9^ 

. iigYi 

119K  .. 

11954  •• 

119 

U.  S.  new  5s  Coup. . . . 

i.SJi 

117J4 

117 

11754  .. 

*17 

West.  Union  Tel.  Co. . 

6g?i 

7*H  •• 

7254  .. 

7'?4 

N.  Y.  C.  & Hudson  R. 

io6}4 

io6}4 

106*4  . . 

10654  .. 

10754 

Lake  Shore 

53K 

54^  •• 

54H  .. 

5454 

Chicago  & Rock  Island 

108 

. 106 

106*4  . . 

107H  . . 

10654 

New  Jersey  Central.. . 

63J^ 

. 63 

61H  .. 

6354  .. 

5* 

Del.  Lack.  & We.st. ... 

96% 

• 94V( 

9554  .■ 

95H  •• 

9154 

Deleware  & Hudson.. 

100 

• 99H 

96  .. 

9*K  •• 

9054 

North  Western 

39K 

• 39K 

38K  •• 

3954  •• 

Pacific  Mail 

*3^  • 

21% 

34H  .. 

24?4  •• 

24 

Erie 

13K 

13K 

*3^ 

1454  •• 

13H 

Bills  on  London 

4.87K-488J4. 

. 4-87K-4-S8J4 

. 4.8754-4.8954.. 

4.87-4.89. . 

4.8754-4  89 

Treasury  balances,  cur. 

$39,571,839 

• $29,772,489 

• $30,159,758  .. 

$33,893,352  •. 

$33,369,636 

Do.  do.  gold. 

33.263,744 

• 31.707.934 

. 3*. 038, 1 75  •• 

31,328,530  .. 

33.575.813 

On  the  1 6th  of  August  $ 188,000  five  per  cent,  consolidated  stock  of  the 
City  of  New  York  was  taken  by  Mr.  George  K.  Sistare,  at  100.08,  and  in 
Jime  the  six  per  cents,  brought  104.27.  On  the  14th  of  August,  Messrs.  Fisk 
& Hatch  were  the  successful  bidders  for  $2,160,000  of  new  Fives  at  the 
Treasury.  The  price  was  105.05  in  gold,  equivalent  to  1x7^^  in  currency. 

The  main  feature  of  the  stock  market  is  the  disruption  of  the  great  coal  com- 
bination, which  took  effect  to-day.  A meeting  has  been  held,  at  which  all  the 
great  companies  were  represented,  and  after  less  than  an  hour’s  consultation, 
the  alliance  which  had  been  so  unpopular  was  broken.  The  official  report  of 
the  meeting  states  that  the  Lehigh  Valley  Company  had  not  restricted  its  sup- 
plies of  coal,  and  had  sent  to  market  during  the  months  of  June  and  July 
112,451  tons  more  than  it  was  allowed  to  send  under  the  articles  of  the  monop- 
olist association.  The  consequence  of  the  disruption  is,  that  the  four  companies 
which  hold  together,  are  reported  to  be  about  to  coerce  the  other  companies 
into  submission.  Whether  this  report  is  true  or  not,  they  have  annoimced 
500,000  tons  at  sale  at  public  auction,  29th  August.  The  Wall  Street  story 
is,  that  the  strong  companies  wll  punish  the  weak  ones,  and  so  compel  them 
to  return  to  the  alliance  and  submit  to  the  discipline  of  the  monopolists.  It 
is  also  said  that  the  weak  coal  o^vners,  who  have  not  been  bought  out  by 
the  great  companies,  will  be  so  crippled  and  impoverished  by  the  war  which 
is  to  ensue,  that  they  will  be  compelled  to  sell  their  property  to  the  great 
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coal  companies  who  will  thus  acquire  a more  complete  control  over  the  mar- 
ket than  thejr  have  ever  been  able  hitherto  to  secure. 

As  this  coal  combination,  with  its  embarrassments  and  struggles,  has  had 
so  active  an  influence  in  the  depreciation  of  securities,  and  as  it  is  destined, 
in  all  probability,  to  attract  a large  share  of  attention  during  winter,  we  will 
give  a brief  record  of  its  history,  which  consists  of  two  periods.  The  first 
period  ended  in  1872,  when  the  great  strike  terminated.  The  miners  had 
combined  in  such  a strong  organization  that  the  mine  owners  were  compelled 
to  unite  against  them.  This  union  of  the  coal  companies  in  self  defence 
against  the  outrages  and  dictation  of  the  miners  received  the  fullest  sympa- 
thy of  the  general  public.  Had  it  terminated  when  the  miner’s  strike  was 
no  longer  dangerous  to  property  or  production,  the  combination  of  the  coal 
companies  would  never  have  been  regarded  by  the  public  with  dislike  or 
suspicion. 

Unfortunately,  however,  the  coal  companies  when  they  had  no  longer  to 
fight  against  their  men  began  to  fight  against  the  public  interests.  The 
abuses  were,  however,  of  slow  growth.  The  second  period  began  about  1872, 
when  the  legislature  of  Pennsylvania  passed  an  act  authorizing  the  Reading 
Coal  and  Iron  Company  to  own  and  work  coal  mines  and  lands  in  Pennsyl- 
vania. This  was  practically  another  name  for  the  Philadelphia  and  Reading 
Company.  The  new  company  during  the  year  expended  a very  large  sum 
under  the  charter  in  the  Schuylkill  region,  and  had  a controlling  interest 
in  collieries  producing  2,700,000  tons  yearly.  The  company  soon  after 
proposed  to  the  proprietors  of  the  remaining  collieries,  which  were  then  pro- 
ducing in  the  aggregate  3,242,000  tons,  that  they  should  combine  with  them 
and  receive  a certain  sum  per  ton  for  their  coal.  After  some  opposition, 
the  project  received  the  consent  of  the  colliery  owners,  and  monthly  meet- 
ings were  announced,  at  which  the  price  of  coal  would  be  regulated.  In 
January,  1873,  the  first  official  circular  fixing  the  prices  of  coal  for  the 
month,  was  issued,  in  the  interests  of  the  Lehigh  Coal  and  Navigation  Com- 
pany, Delaware,  Lackawaima  and  Western  Railroad  Company,  and  Wilkes- 
Barre  Coal  and  Iron  Company.  The  Pennsylvania  Coal  Company,  Lehigh 
Valley  Railroad  Company,  and  the  Reading  Company,  up  to  that  time  re- 
fiised  to  jom  in  the  new  movement.  In  1875,  however,  the  six  companies 
were  in  the  combination,  and  regulated  the  price  and  tonnage. 

Some  dissensions  arose,  but  at  a meeting  of  the  combination  held  Febru- 
ary 1 8 last,  the  compact  for  regulating  the  production  and  sale  of  coal  was 
renewed,  and  a Board  of  Control  was  appointed,  under  the  supervision  of 
which  the  business  was  to  be  conducted.  The  companies  represented  were 
the  Delaware  and  Hudson  Canal  Company,  Delaware,  Lackawanna  and  West- 
ern, Pennsylvania  Coal  Company,  Philadelphia  and  Reading,  Lehigh  Valley, 
Lehigh  and  Wilkes-Barre,  or  Central  Railroad  of  New  Jersey.  The  Board  of 
Control  was  organized  by  the  election  of  Thomas  Dickson,  of  the  Delaware 
and  Hudson  Canal  Company,  as  President,  and  hranklin  B.  Gowan,  of  the 
Philadelphia  and  Reading  Company,  Secretary.  As  might  have  been  foreseen, 
sundry  violations  of  the  compact  repeatedly  occurred,  finally  resulting  in  the 
disruption  of  the  combination  to-day.  What  effect  the  change  will  have  on 
the  price  of  coal  or  on  the  quotations  of  the  securities  of  the  coal  roads, 
it  is  impossible  at  present  to  foresee. 
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Immediately  after  the  adjournment  of  Congress,  the  rumor  was  suddenly 
started  that  Mr.  Secretary  Morrill  intended  to  negotiate  the  $300,000  of 
four  and  a half  per  cent,  authorized  by  the  Funding  act  of  14  July,  1870. 
It  appears  however  that  nothing  definite  has  yet  been  decided  upon  by  the 
Secretary  in  reference  to  this  subject.  A despatch  says,  that  the  question 
pending  between  the  Treasury  Department  and  the  bankers,  is  not  as  to  the 
price  to  be  paid  the  Government  for  the  bonds.  That  is  provided  for  in 
the  act  authorizing  their  issue,  which  requires  the  Secretary  to  dispose  of 
the  bonds  **at  not  less  than  their  par  value,  for  coin,”  or  *‘he  may  ex- 
change them  for  five- twenty  bonds,  par  for  par.”  The  efforts  of  the  Secre- 
tary are  directed  to  securing  such  arrangement  as  will  guarantee  the  ready 
sale  of  the  bonds,  and  to  obtaining  a syndicate  competent  to  successfully 
carry  out  the  arrangements  to  be  made.  The  expense  of  placing  the  bonds 
is  limited  by  the  Refunding  act  to  one-h'alf  of  one  per  cent.  In  December 
last,  the  Senate  passed  a bill  increasing  the  amount  of  four  and  a half  per 
cents,  to  $500,000,000  and  extending  the  redemption  period  to  thirty  years, 
but  the  Committee  on  Ways  and  Means  failed  to  act  upon  the  bill. 


POSTSCRIPT,  AUGUST  24. 

The  Secretary  of  the  Treasury  to-day  concluded  the  negotiations  with  the 
indicate  for  the  sale  of  forty  millions  of  these  four  and  one-half  per  cenL 
bonds.  The  syndicate  agrees  to  take  the  bonds  at  par  in  gold  and  interest 
less  one-half  of  one  per  cent  commission,  the  sjmdicate  to  pay  all  expenses 
of  preparing,  transporting,  and  delivering  the  bonds. 

The  contract  is  in  terms  similar  to  that  made  for  the  sale  of  the  five 
per  cent,  refunding  bonds,  the  syndicate  binding  themselves  to  take  forty 
millions  of  the  bonds,  with  the  privilege  of  taking  the  remainder  of  the 
three  hundred  millions  before  the  4th  of  March,  1877.  It  is  said  that  a call 
will  shortly  be  issued  by  the  Secretary  of  the  Treasury  for  the  redemption 
of  forty  millions  of  five-twenty  bonds  against  the  negotiation  just  concluded. 
The  first  call  will  be  for  the  old  five-twenties  of  1865,  the  interest  on 
which  is  payable  in  May  and  November,  and  of  which  there  are  outstand- 
ing  $34*359,150  of  registered  bonds,  and  $116,199,500  of  coupons. 


DEATHS. 

At  Charlotte,  N.  C,  on  Tuesday,  July  25,  aged  sixty-two  years.  Col. 
Thomas  H.  Brbm,  Pre»dent  of  the  Merchants  and  Farmers*  National  Bank 
of  Charlotte. 

At  Reading,  Pa.,  on  Wednesday,  August  9,  aged  seventy-one  years,  Levi 
R Smith,  President  of  the  First  National  Bank  of  Reading. 
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THE  BANK  CONVENTION  AT  PHILADELPHIA. 

It  is  of  great  importance  that  our  State,  private,  and 
National  banks  should  be  represented  at  the  meeting  which 
is  to  be  held  at  Philadelphia,  on  the  third  of  October.  Mr. 
McCulloch,  Mr.  Coe,  and  other  gentlemen  are  expected  to 
deliver  addresses  on  the  progress  and  present  condition  of 
banking  in  this  country.  The  convention  is  to  last  three 
days,  and  there  will  be  ample  time  for  discussion.  Among 
the  topics  that  are  likely  to  be  introduced,  there  are  two  or 
three  to  which  we  will  briefly  direct  attention.  The  first  is 
the  silver  question.  The  obscurity  which  formerly  darkened 
some  parts  of  this  subject  is  rapidly  clearing  up.  The  bank- 
ing community  throughout  the  United  States  have  been  anx- 
iously investigating  it  for  several  months  and  from  many  dif- 
ferent points  of  view.  The  October  convention  offers  an  op- 
portunity for  the  accumulation  of  a mass  of  intelligent  opin- 
ion and  authentic  information  such  as  may  never  recur.  The 
advantage  of  this  meeting  should  not  be  lost  nor  the  aid  be 
sacrificed  which  it  is  capable  of  rendering  to  the  solution  of 
the  silver  problem.  Of  course  the  great  question  of  resump- 
tion will  also  come  up,  under  its  two  chief  aspects  of  contrac- 
tion and  gold  accumulation.  Much  of  the  unreasoning  terror 
with  which  the  popular  mind  has  ignorantly  invested  the 
subject  of  contraction  has  been  dispersed  by  the  growing  in- 
telligence of  our  people  as  to  the  laws  which  govern  the  cur- 
rency and  its  movements.  As  to  the  other  branch  of  the 
resumption  question  — that  of  the  accumulation  of  gold  — 
there  is  still  much  need  for  sound  information,  both  as  to  the 
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amount  of  coin  required,  and  as  to  the  best  means  for  pro- 
viding it  and  making  it  available.. 

These  and  other  general  questions  of  finance  will,  however, 
take  up  but  a small  part  of  the  time  of  the  Convention. 
Banking  proper  will,  we  presume,  be  the  chief,  though  not 
the  only,  domain  to  which  the  discussions  will  be  limited. 
The  presence  of  Mr.  McCulloch  suggests  the  probability  that 
we  shall  have  the  opportunity  of  comparing  our  system  of 
banking  with  those  of  Great  Britain  and  other  forei^ 
countries,  which  Mr.  McCulloch  has  had  such  enviable  oppor- 
tunities for  analyzing  and  observing  in  detail.  Among  the 
timely  topics  which  he  will  be  able  to  illustrate,  one  of  some 
practical  value  just  now  is  that  of  the  payment  of  interest 
on  deposits  in  London  and  in  the  cities  of  Continental 
Europe.  It  is  well  known  that  this  custom  of  paying  interest 
on  current  accounts  and  deposits  had  its  rise  in  London 
when  the  London  and  Westminster  Bank  was  established,  in 
1834.  After  forty  years  of  vigorous  and  apparently  successful 
progress,  the  system,  since  the  panic  of  1873,  shown 

symptoms  of  decadence,  and  now  we  are  informed  that  only 
two  or  three  of  the  London  joint-stock  banks  adhere  to  it. 
The  rise,  culmination  and  prospects  of  this  system  would 
present  many  features  of  great  practical  interest,  and  it  is 
hoped  that  now,  or  at  some  not  distant  period,  Mr.  McCulloch 
may  be  induced  to  give  us  some  authentic  information.  A 
similar  narrative,  giving  a temperate  and  judicial  statement 
oS^the  controversies  which  have  prevailed  here  on  the  subject 
of  the  payment  of  interest  on  deposits,  would  also  constitute 
a valuable  addition  to  the  history  of  banking  in  this  country, 
indeed,  the  public  would  regard  it  as  an  extremely  gratifying 
result  of  this  Convention  if  it  could  publish  as  part  of  its 
permanent  records  a brief,  compact  and  authentic  history  of 
the  rise,  progress  and  present  condition  of  our  three-fold 
system  of  National,  State  and  private  banks.  Such  a book 
is  much  wanted.  It  should  aim  to  do  for  American  banking 
what  Mr.  Bagehot’s  book  on  “ Lombard  Street  ” has  done  for 
the  banking  system  of  England. 

There  is  another  question  which  may  very  properly  come 
up  before  the  Convention  without  giving  rise  in  the  public 
mind  to  any  misinterpretation.  We  refer  to  the  taxation  of 
the  banks.  Every  one  knows  that  the  profits  of  banking  are 
now  much  less  than  formerly,  while  the  risks  and  losses  are 
threatening  to  augment  severely.  The  time  has,  therefore, 
arrived  when  it  is  proper  for  the  banks  to  unite  in  demand- 
ing of  Congress  and  the  country  a fair  hearing  for  their  tax 
grievances.  The  case  offered  by  the  banks  is  very  simple  and 
consists  of  two  or  three  notorious  facts.  First,  the  banks  are 
now  paying  war  taxes.  The  scale  of  taxation  was  fixed  at 
a time  when  excessive  burdens  were  cheerfully  borne  for  war 
purposes  by  our  whole  population,  and  the  banks  continue  to 
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be  oppressed  by  these  fiscal  burdens  to  this  day.  Other  taxes 
have  been  repealed  and  other  interests  have  had  the  weight 
of  taxation  relieved,  but  the  war  taxes  on  the  banks  con- 
tinue. While  every  other  department  of  industry  and  finance 
has  clamored  for  lower  taxes  the  banks  alone  have  been 
patiently  waiting,  and  the  great  wave  of  tax  reform,  which 
has  remitted  taxation  everywhere  else,  has  not  yet  reached 
them.  If  we  examine  the  fiscal  records  of  the  nations  of 
Europe  we  shall  find  none  in  which  the  banks  are  subjected 
to  as  heavy  fiscal  exactions  as  in  this  country.  With  the 
approach  of  specie  payment  it  is  the  part  of  wise  statesman- 
ship to  consider  the  paramount  necessity  of  giving  freedom 
to  the  banks  from  all  tax  burdens  which  needlessly  impair 
the  strength  of  our  financial  system.  And  among  these 
needless  and  inequitable  burdens  a conspicuous  place  must 
certainly  be  claimed  for  the  war  taxes  still  levied  on  our 
banks. 


CHARACTER  AND  DEATH  OF  M.  WOLOWSKI. 

BY  DR.  GEORGE  MARSLAND. 

On  the  15th  of  August  occurred  the  death  of  one  of  the 
most  conservative  and  laborious  of  the  economists  of  France, 
M.  Louis  Wolowski,  at  the  ripe  age  of  sixty-six  years.  One 
of  his  last  public  functions  was  for  the  Union  Franco- Ameri- 
caine.  He  was  a member  of  its  committee,  who  are  raising 
contributions  for  the  colossal  statue  of  Liberty,  to  be  erected 
in  New  York  Harbor,  as  a gift  to  America  from  the  French 
Republic.  For  some  years  M.  Wolowski  has  been  in  the 
foremost  rank  of  the  economists  and  financial  statesmen  of 
France,  though  of  late  his  name  has  been  less  frequently 
seen  in  consequence  of  the  enforced  quietude  rendered  more 
and  more  necessary  by  the  malady  to  which  he  at  length 
succumbed.  We  gave  in  September,  1874,  a detailed  account 
of  the  life  and  writings  of  M.  Wolowski,  and  we  need  only 
refer  here  to  the  chief  events  of  his  useful  and  honorable 
career.  The  son  of  the  President  of  the  Diet  of  Poland, 
Wolowski  had  scarcely  reached  man's  estate  when  he  was 
plunged  into  the  maelstrom  of  a disastrous  war  for  the  in- 
dependence of  his  native  country.  Having  been  previously 
educated  in  Paris  and  in  Germany,  he  was  sent  to  the  Court 
of  Louis  Philippe,  as  Secretary  of  Legation,  in  1830.  He  re- 
mained in  Paris  for  some  years.  Many  disasters  had  in  the 
meantime  befallen  Poland.  In  1831  he  received  the  in- 
telligence of  the  capture  of  Warsaw.  In  1832  followed  the 
final  defeat  of  his  friends,  the  suppression  of  the  Polish  rev- 
olution and  the  absorption  of  Poland  herself  into  the  Russian 
empire.  From  that  time  M.  Wolowski  gave  himself  to  the 
study  of  finance,  political  economy,  and  law,  in  which  sci- 


Digitized  by  CjOOQle 


252  THE  banker’s  magazine.  [October, 

ences  he  had  made  considerable  progress,  having  received 
the  degree  of  Doctor  of  laws  at  Heidelberg,  and  that  of 
Doctor  of  political  economy  at  Tubingen.  He  became  a nat- 
uralized citizen  of  France  in  1834.  From  an  early  period 
Wolowski  seems  to  have  set  before  himself  four  great  pur- 
poses in  life : First,  he  was  ambitious  to  become  one  of  the 
most  accomplished  students  of  political  economy.  Through- 
out his  whole  life  his  zeal  for  study  was  fervent  and  his  la- 
bors for  self  - improvement  unremitting.  Like  most  of  his 
educated  compatriots  he  was  gifted  with  a facility  in  acquir- 
ing foreign  languages,  and  he  was  reputed  to  be  more  famil- 
iarly acquainted  with  German  economic  literature  than  any 
of  his  contemporaries.  He  translated  the  treatise  of  one  of 
the  best  German  writers,  G.  H.  Roscher,  on  the  principles  of 
political  economy.  The  second  great  life-purpose  of  Wolow- 
ski was  to  stir  up  the  zeal  of  others  in  pursuit  of  his  favorite 
studies.  He  was  a propagandist,  a professor,  and  a teacher. 
He  considered  that  what  he  had  learned  for  himself  was  but 
half  learned  until  he  had  used  it  for  the  enlightenment  of 
other  persons,  especially  the  young.  A common  s)  mpathy  led 
to  an  appreciative  friendship  with  M.  Leon  Faucher,  and  this 
union  was  cemented  by  a marriage  between  Wolowski  and 
the  sister  of  that  eminent  economist.  In  1839  Wolowski  was 
appointed  professor  of  law  in  the  Conservatoire,  and  in  1848 
he  became  a member  of  the  council  of  that  institution.  He 
was  also  throughout  his  life  a frequent  contributor  to  the 
press,  and  his  writings  in  the  Sihle^  the  Rei^ue  des  Deux  Mondes 
and  the  Journal  des  Economistes,  may  be  cited  in  proof  of  the 
conscientious  effort  he  habitually  made  to  spread  sound 
economic  knowledge.  The  third  great  object  in  life  of 
our  author  was  to  extend  the  bounds  of  the  science  to  which 
he  devoted  his  whole  strength.  In  1833  he  founded  the  Revue 
de  L/gislation  et  de  Jurisprudetue^  whose  pages  attest  the  zeal  and 
ardor  with  which  the  young  economist  started  in  life,  and 
which  never  abated  in  his  latest  years.  Wolowski  has  no 
claim  to  be  an  original  thinker,  and  yet  many  of  his  views 
are  novel  and  have  all  the  force  and  suggestiveness  of  origin- 
ality. On  the  subject  of  the  currency  and  its  functions  his 
views  are  peculiarly  rich,  practical  and  conservative.  He  was 
a sincere  believer  in  the  theory  of  a bi-metallic  currency,  and 
his  arguments  have,  some  of  them,  never  been  answered  by 
the  defenders  of  the  single  gold  standard.  On  paper  cur- 
rency, on  banking,  on  the  necessity  of  ample  cash  reserves, 
and  indeed  on  all  the  financial  and  economic  questions  which 
have  been  prominent  in  France  during  the  last  forty  years, 
our  author  has  been  a prolific  writer,  and  it  is  worthy  of 
note  that  his  earlier  writings  are  just  as  practical,  as  sound, 
as  consistent  and  as  logical  as  those  of  his  riper  years.  The 
fourth  characteristic  of  Wolowski  was  his  patriotic  efforts  to 
embody  in  the  laws  and  institutions  of  his  adopted  country 
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the  reforms  which  financial  science  suggested  to  him  as 
possible,  beneficial,,  or  necessary.  One  of  his  earliest  works 
was  on  the  Credit  Foncier,  and  was  published  in  1839.  Ten 
years  later  he  published  another  work  on  the  organization  of 
the  Credit  Foncier,  and  he  labored  with  such  success  and 
persistency  to  popularize  this  beneficent  scheme  that  in  1852 
the  great  institution  was  established  under  the  name  of  the 
Compagnie  de  Credit  Foncier,  which  was  soon  afterwards 
chartered  as  the  Credit  Foncier  of  France,  and  has  ever  since 
been  one  of  the  most  prosperous  institutions  of  its  kind  in 
Europe.  To  its  success  is  due  in  part  that  flourishing  con- 
dition of  agricultural  credit  which  has  been  one  cause  of  the 
rapid  financial  progress  of  France  during  the  last  quarter  of 
a century.  By  Wolowski  this  robust  growth  of  agricultural 
credit  was  aided,  for  before  the  Credit  Foncier  and  the 
improvements  which  it  brought  in  its  train  the  flow  of  capital 
in  this  department  of  French  industry  was  very  feeble. 
Till  this  evil  was  corrected  solid  progress  in  manufactures, 
in  commerce,  and  in  other  departments  of  industrial  wealth, 
must  have  been  much  impeded.  Hence  it  is  to  Wolowski  that 
we  must  ascribe  an  important  share  in  the  bringing  about  of 
that  era  of  national  prosperity,  the  culminating  proof  of 
which  has  been  so  conspicuous  in  the  payment  of  the  war 
indemnity  to  Germany. 

M.  Wolowski  was  one  of  the  advocates  of  the  policy  of  the 
Bank  of  France  in  holding  that  large  balance  of  coin  for 
which,  during  the  last  ten  or  fifteen  years,  that  institution 
has  been  noted.  At  various  times  he  received  gratifying 
marks  of  popular  favor  as  a politician  and  statesman,  and 
his  high  character  was  ever  held  in  much  esteem  by  the 
public.  In  1848  he  was  elected  to  the  Constituent  Assembly, 
in  the  Department  of  the  Seine,  by  132,353  votes.  He  was 
afterwards  re-elected  to  the  Legislative  Assembly,  but  this 
part  of  his  political  career  terminated  with  the  coup  d'etat  of 
2d  December,  1851,  and  during  the  Second  Empire  he  held  no 
office  of  a political  character.  He  was,  however,  made  an 
officer  of  the  Legion  of  Honor,  7th  October,  1851,  and  he  was 
elected  to  succeed  Blanqui  in  1855  as  a member  of  the  Insti- 
tute. After. the  restoration  of  the  Republic,  he  was  elected,  2d 
July,  1871,  to  the  National  Assembly,  where  he  was  at  the  head 
of  the  Representatives  of  Paris,  afid  received  147,042  votes  out 
of  290,823.  In  1872  he  was  appointed  a member  of  the  Supe- 
rior Council  of  Agriculture  and  Industry.  He  was  also  one  of 
the  seventy-five  life-Senators  elected  by  the  National  Assembly, 
but  his  bad  state  of  health  prevented  his  frequent  attendance 
in  his  later  legislative  duties.  He  published  a volume  of  his 
speeches,  with  numerous  notes  and  illustrations,  in  1872.  This 
is  one  of  the  best  handbooks  in  which  to  study  the  financial 
and  industrial  legislation  of  the  first  year  or  two  after  the 
Revolution  of  1870.  It  is  hoped  that  M.  Wolowski  has  left 
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for  posthumous  publication  some  of  his  courses  of  lectures  at 
the  Conservatoire.  Few  men  whom  political  convulsions  or 
other  causes  have  driven  from  their  natfve  land,  have  been 
able  so  perfectly  to  assimilate  themselves  to  the  new  con- 
ditions of  a foreign  citizenship.  Wolowski  when  he  was 
naturalized  became  a Frenchman.  He  was  proud  of  his 
adopted  country,  and  he  has  left  her  abundant  reason  to  be 
proud  of  her  adopted  son.  Many  persons  have  wondered  how 
in  his  youth  he  could  have  broken  off  so  completely  as  he 
did  all  connection  with  the  Polish  adventurers  and  emissaries 
who  swarmed  in  Paris.  One  reason,  besides  the  simplicity 
and  sincere  conscientiousness  of  his  loyalty  to  France,  was 
that  nature  had  disqualified  him  for  revolutions  and  conspir- 
acies. His  mind  was  subtle,  incisive  and  keen,  but  only  on  its 
intellectual  side.  Of  moral  subtility,  such  as  plots  and  con- 
spirators require,  he  was  wholly  destitute.  The  soil  of  his 
mind  was  favorable  to  open,  frank  and  generous  characteris- 
tics, and  nothing  could  grow  there  but  that  which  was  con- 
sistent with  honor,  fidelity  and  truth.  He  was  essentially  a 
constructive  and  not  a destructive  laborer  in  society.  His 
economic  studies  were  pursued  throughout  his  life  as  a means 
by  which  he  could  aid  in  building  up  rather  than ^ in  pulling 
down  the  institutions  which  he  found  established  and  at  work 
for  the  substantial  good  of  the  people.  His  life  was  also  re- 
markable in  two  other  respects.  He  pursued  a steady,  quiet 
course,  and  his  whole  life  was  uniform,  prosperous  and  so 
consistent  that  you  might  almost  predict  the  end  from  the 
beginning.  The  ancients  used  to  say  that  we  should  call  no 
man  happy  till  he  died,  because  human  success  Is  such  a 
fickle  and  fragile  commodity  that  it  may  explode  and  leave  a 
man’s  reputation  in  ruins,  after  a well-spent  youth  and  before 
an  old  age  of  shame  or  disaster.  On  this  principle  we 
can  have  no  hesitation  in  pronouncing  the  life  of  Wolowski 
as  a singularly  happy  one,  both  in  its  promise  in  youth  and 
its  achievements  from  the  beginning  to  the  end.  Secondly, 
his  career  is  notable  in  this  materialistic,  money-getting  age, 
from  the  fact  that  he  acquired  and  sought  to  accumulate  but 
little  personal  wealth.  Large  financial  influence  was  wielded 
by  him  for  many  years,  but  he  lived  with  dignified  simplicity, 
and  it  never  seems  to  have  occurred  to  him  to  make  himself 
a rich  man.  A republican  in  his  political  principles,  he  has 
bequeathed  to  us  an  example  of  the  sternest  of  the  republi- 
can virtues — that  of  esteeming  as  far  above  wealth  our  honor, 
our  integrity,  and  our  duty. 
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SILVER  AS  A LEGAL  TENDER. 

At  the  Buffalo  meeting  of  the  American  Association  for  the 
Advancement  of  Science  an  elaborate  report  was  read  by 
Professor  Barnard,  from  the  Committee  on  Weights,  Measures 
and  Coins.  The  chief  object  of  the  report  was  to  show  the 
danger  of  making  silver  coin  an  unlimited  legal  tender  at 
present  in  this  country.  At  the  outset,  the  committee  laid 
down  several  fundamental  principles  in  regard  to  money. 
They  then -showed  the  difference  between  positive  money  and 
potential  money.  Gold  and  silver  coin,  of  standard  value, 
constitute  positive  money.  All  paper  evidences  of  debt, 
whether  greenbacks,  bank  notes  or  checks,  are  potential 
money,  and  approach  more  or  less  closely  to  the  nature  of 
positive  money  according  to  certain  laws  which  it  is  the 
business  of  financial  science  to  expound.  Hence  there  is  ,a 
fundamental  difference  between  greenbacks  and  actual  money. 
No  authorization  of  government  can  change  the  reality  of 
things,  or  make  the  greenbacks  anything  more  than  the 
promise  to  pay  money.  Although  the  letter  of  the  law,  in 
respect  to  greenbacks,  may  be  enforced,  its  spirit  cannot  be 
carried  out ; no  mere  legislation  can  make  the  greenback 
worth  a dollar  by  stating  that  it  is  one.  The  value  which 
the  greenback  will  purchase  in  the  standard  metal  is  the  test 
of  the  value  of  the  paper  dollar;  no  stamp  of  authority  can 
make  the  latter  buy  more  than  it  is  worth. 

A coinage  founded  on  a double  standard  soon  finds  its 
level.  The  cheaper  metal,  compared  with  the  valuation 
stamped  on  it  as  coin,  will  take  the  place  of  the  other  in 
circulation ; the  dearer  metal  will  go  back  directly  to  the 
melting  pot  or  be  exported  for  that  purpose.  If  the  debtor 
can  get  gold  for  less  than  its  face  value  when  coined  he  will 

pay  his  debts  in  gold  ; if  he  can  get  it  for  less  in  silver  he 

will  pay  in  silver.  So  long  as  there  is  any  variation  in 
either  metal  from  their  coinage  value,  the  dearer  metal  will 
always  be  demonetized — reduced  to  mere  bullion.  Under  the 
Coinage  Act  of  1792,  silver  that  cost  $15  was  worth  $15.50 
when  stamped  by  the  mint.  As  a consequence,  gold  entirely 
disappeared  from  circulation,  and  for  thirty  or  forty  years 
was  a mere  object  of  curiosity  as  coin.  Whenever  a country 

has  adopted  the  double  standard,  there  has  been  an  inevita- 

ble tendency  to  degrade  the  currency.  So  manifest  is  this 
tendency,  that  the  foremost  European  States  have  generally 
shaped  their  policy  toward  a gold  standard,  permitting  a 
subsidiary  silver  coinage  of  an  inferior  value  merely  for  the 
purpose  of  making  change.  The  report  further  says,  that  the 
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present  and  recent  disturbance  of  the  value  of  silver  show 
that  it  has  become  utterly  unfit  for  a standard.  The  ine- 
quality of  value  which  it  has  reached  is  so  great  as  to  pro- 
duce heavy  revulsions  in  the  trade  of  the  East.  The  disturb- 
ance in  the  value  of  silver  is  not  likely  soon  to  subside,  nor 
can  it  for  many  years  again  settle  to  a standard  value.  We 
have  had  experience  in  one  fluctuating  value  for  circulation. 
The  uncertainty  of  the  redemption  of  the  greenback  is  the 
chief  cause  of  the  premium  on  gold.  But  if  silver  should  be 
made  legal  tender,  we  would  find  an  immense  increase  of 
the  fluctuation.  The  silver  dollar  would  only  buy  eighty 
cents  worth.  The  greenback  would  fall  below  this,  some- 
where near  to  seventy.  Everything  that  is  bought  and  sold 
in  the  whole  country  would  have  its  value  disturbed  ; a uni- 
versal distress  in  all  the  circles  of  trade  and  industry  must 
inevitably  follow. 

From  these  facts  and  principles  the  committee  argue  that, 
in  view  of  the  present  and  prospective  incertitude  as  to  the 
value  of  silver  in  the  markets  of  the  world,  it  would  be  a 
mischievous  policy  to  make  silver  coins  a legal  tender  for  all 
sums  in  the  United  States.  It  is  hoped  that  the  committee 
will  continue  their  investigations  in  regard  to  silver,  and  will 
add  to  them  similar  inquiries  about  gold.  Every  day  adds  to 
the  volume  of  the  accumulated  evidence  which  demonstrates 
that  as  silver  has  been  falling,  so  gold  has  been  rising  in 
value,  for  several  years  past.  It  would  be  a great  misfortune 
for  this  country  if,  in  our  future  monetary  legislation,  we 
were  to  forget  either  of  these  facts.  They  are  of  funda- 
mental importance.  It  would  be  as  grave  an  error  to  forget 
that  gold  is  appreciating  as  that  there  is  a more  conspicuous 
depreciation  in  silver. 

The  resolution  which  was  passed  in  favor  of  the  exclusive 
gold  standard  will  be  found,  with  the  preamble,  on  another 
page.  The  views  adopted  in  the  document  were  defended  in 
a paper  by  Mr.  E.  B.  Elliott,  of  Washington,  who  said  that, 
“ From  1792 — the  date  of  the  adoption  of  a system  of  coin- 
age by  the  Government — to  February,  1873,  ^ double  stand- 
ard was  attempted  to  be  maintained.  But  during  the  latter 
part  of  the  period,  from  1853  to  1873,  a subsidiary  silver 
coinage  was  incorporated  in  the  system.  In  February,  1873, 
the  coinage  of  silver  as  a full  legal  tender  was  discontinued, 
and  in  the  codification  of  the  laws  which  followed,  known  as 
the  Revised  Statutes,  silver  coins  of  all  kinds  ceased  to  be 
legal  tender  in  sums  exceeding  five  dollars.  The  attempt  to 
establish  a double  standard  has  always  failed  to  accomplish 
the  end  desired,  and  the  experience  of  the  American  Govern- 
ment is  no  exception  to  the  rule.  In  1792,  the  coin  ratio  of 
gold  to  silver  was  fixed  by  Government  at  precisely  fifteen  to 
one,  the  quantity  of  pure  silver  in  the  standard  silver  dollar 
being  fixed  at  precisely  fifteen  times  the  weight  of  pure  gold 
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in  the  tenth  part  of  the  eagle  of  ten  dollars.  In  a short 
time,  however,  the  market  value  diverged  from  this  standard, 
gold  becoming  relatively  more  valuable  than  in  the  ratio  of 
fifteen  to  one.  In  1834  the  market  ratio  had  reached  15^  to 
one,  that  is,  one  ounce  of  gold  was  worth  15^  ounces  of  sil- 
ver. A double  standard  is  practically  an  impossibility,  and 
the  effort  to  maintain  it  a nullity.  The  experience  of  Amer- 
ica does  not  conflict  in  this  regard  with  that  of  other  coun- 
tries. The  principle  by  which  the  two  precious  metals — gold 
and  silver — may  circulate  simultaneously  and  in  harmony  was 
first  discovered  and  applied  in  England  in  1816.  The  late 
demonetization  of  silven  in  Germany  and  the  adoption  of  a 
gold  standard,  with  subsidiary  silver  in  place  of  their  former 
silver  standard,  has  thrown  a certain  quantity  of  silver  coin 
upon  the  market.  A like  action  of  Scandinavian  nations, 
Sweden,  Norway,  and  Denmark,  and  of  the  Netherlands  has 
added  to  this  amount.  But  this  amount  is  small,  much 
smaller  than  was  supposed.  Owing  to  this  disturbance  of 
the  market,  together  with  an  increased  production  of  silver 
in  our  Nevada  mines,  and  also  to  an  apprehension  in  the 
public  mind  that  British  India  was  about  to  substitute  a sin- 
gle gold  standard  in  place  of  the  existing  silver  standard,  the 
price  of  silver  throughout  the  world  has  met  with  a sudden 
and  extreme  fall.  These  several  causes  are  believed  to  be 
insufficient,  and  the  fall  must  be  attributed  to  mere  panic. 
It  is  now  demanded  by  some  of  our  citizens  that  the  silver 
dollar  be  again  monetized,  and  that  an  attempt  be  made 
with  a view  to  a restoration  of  a nominal  double  standard. 
The  result  of  such  legislation  at  the  present  relative  market 
value  of  gold  to  silver — which  is  about  seventeen  to  one,  and 
which  has  been  in  the  late  panic  as  low  as  twenty  to  one — 
the  result  would  be  a complete  demonetization  of  gold.  The 
existing  system,  in  which  gold  is  legal  tender  for  all 
amounts,  and  silver  in  but  limited  amounts,  utilizes  for  mon- 
etary purposes  the  greatest  amount  of  the  precious  metal 
possible.** 

Mr.  Elliott  has  made  several  statements  in  this  paper  of 
disputed  truth.  He  not  only  says  that  “silver  coins  of  all 
kinds  have  ceased  to  be  legal  tender  in  sums  exceeding  five 
dollars,**  and  that  on  this  account  “some  of  our  citizens  de- 
mand that  the  silver  dollar  be  again  monetized,’*  but  that  a 
double  standard  has  always  and  everywhere  proved  to  be 
practically  impossible.  He  also  affirms  that  the  single  stand- 
ard system,  with  the  subsidiary  principle  superadded,  utilizes 
for  monetary  purposes  the  greatest  amount  of  the  precious 
metals.  Now  most  of  these  propositions,  are  by  some  persons 
denied  and  questioned,  and  objections  of  great  force  have 
been  advanced  against  them.  To  ignore  these  objections, 
and  to  argue  as  if  gold  as  well  as  silver  was  not  suffering  a 
perturbation  of  value,  is  to  commit  an  error  of  the  more  seri- 
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ous  magnitude,  as  the  people  have  a right  to  expect  from 
such  societies  as  the  American  Association  for  the  Advance- 
ment of  Science  an  elucidation,  or  at  any  rate  a fair,  lucid 
statement,  of  the  problems  to  be  solved. 

On  this  subject  we  find  in  the  London  Economist  for  2d 
September  some  very  suggestive  remarks,  which  well  deserve 
to  be  considered.  After  showing  that  the  relative  positions 
of  gold  and  silver  to  other  commodities  have  undergone  of 
late  a great  revolution,  the  Economist  says:  “In  former  times 
the  fluctuations  in  the  relative  value  of  the  two  metals  were 
few  and  small,  but  now  they  are  many  and  large.  Particular 
causes,  no  doubt,  aggravate  that  instability  at  this  moment — 
especially  the  demonetization  of  silver  by  Germany,  and  the 
supposed  likelihood  of  great  supplies  from  Nevada.  But 
though  the  instability  is  aggravated  by  these  causes,  it  is  not 
created  by  them,  and  it  will  not  cease  with  them.  There  is 
no  inherent  reason  why  the  gold  price  of  silver  should  be 
uniform  any  more  than  why  the  gold  price  of  platinum  should 
be  the  same.  The  old  notion  of  extreme  steadiness  is  one 
generated  by  the  practice  of  Governments,  and  which  has 
ceased  when  practice  ceased,  and  will  not  revive  till  it  re- 
vives. The  United  States,  therefore,  which  have  a ‘money’ 
to  choose,  must  observe  that  they  have  three  courses  to 
choose  from,  and  must  see  what  are  the  consequences  of  each. 
First — they  may  choose,  the  old  bi-metallic,  or  double- 
standard plan.  But  if  they  do,  they  must  make  up  their 
minds  to  be  always  changing  their  coinage.  The  natural 
value  of  the  two  metals  now  being,  as  we  see,  fluctuating,  a 
nation  which  takes  both  will  be  incessantly  changing  from 
one  to  the  other — it  will  always  be  taking  the  worse  and 
giving  the  better.  The  existence  of  such  a country,  or  set  of 
countries,  is  an  advantage  to  the  world  at  large,  because,  as 
we  have  seen,  it  preserves  a uniformity  between  the  two 
metals,  one  or  the  other  of  which  is  used  by  all  civilized 
nations  to  count  value.  But  the  expense  and  inconvenience 
of  a changing  currency  are  great,  and  how  far  a nation 
would  be  wise  to  undergo  them  for  the  good  of  the  world 
we  are  not  sure.  She  herself  obtains  no  advantage  ; she  sells 
gold  for  silver,  or  silver  for  gold,  and  the  brokers  get  their 
commission  ; but  this  is  all.  And  to  a great  borrowing  nation 
like  America,  it  would  always  be  an  objection  that  she 
would  pay  in  the  worse  coin  at  the  time  of  payment,  what- 
ever it  might  be.  At  the  present  moment  America  would 
become  a silver  country,  and  the  interest  and  principal  on 
her  obligations  would  be  paid  in  silver.  The  evil,  of  course, 
would  not  be  what  the  momentary  circumstances  of  the  mar- 
ket would  now  suggest.  Silver  would  not  be  at  5 2d  per  oz. 
if  America  was  a country  with  a sole  silver  currency.  So 
large  a demand  as  her  coin  requirements  would  send  the 
price  up  very  rapidly — perhaps  to  its  old  amount.  Still,  as 
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the  debts  of  America  are  so  large,  the  probable  objection 
which  a lender  might  make  to  the  certainty  of  his  having  to 
accept  the  inferior  mode  of  repayment  is  to  her  important ; 
she  would  possibly  have  to  borrow  on  terms  somewhat  less 
good.  Secondly — the  United  States  might  take  the  single 
gold  standard  like  ourselves  ; and  this  is  what,  till  very  lately, 
every  English  economist  would  have  advised  them  to  do. 
The  evils  of  this  plan  had  not  then  been  seen,  but  its  good 
was  very  apparent.  That  all  great  commercial  nations  should 
have  the  same  metal  for  money  is,  per  sty  a plain  gain.  The 
objection  is  that  there  may  be  some  difficulty  in  getting  the 
gold  for  so  many,  very  rapidly.  The  total  production  of 
gold,  according  to  the  estimate  laid  before  the  Silver  Com- 
mittee, for  recent  years  was,  in  1872,  17,^69,000  ; in  1873, 

;^zi, 946,000;  in  1874,  ;^i9, 880,000;  in  1875,  ^20,353,000;  total, 
£ 79,748,000  ; or  nearly  20,000,000  a year.  And  this  is  not 
at  all  a large  amount  to  provide  for  the  yearly  uses  of  the 
world.  In  the  thirteen  years  from  1858-75  the  imports  of  gold 
into  the  United  Kingdom  were  331,179,000,  and  the  exports 
were  251,413,000,  showing  a total  absorption  in  eighteen 
years.of  ^ 79,766,000 ; or  at  the  rate  of  4,432,000  a year, 
being  more  than  one-fifth  of  the  whole.  So  that  if  Germany, 
America,  and  perhaps  the  Latin  Union,  were  all  to  take  to  a 
gold  currency,  there  would  certainly  not  be  too  much  gold. 
Probably  the  money  markets  of  the  world  would  be  straitened 
by  their  not  being  sufficient. 

“The  third  and  last  course  open  to  the  United  States  is  to 
make  silver  their  sole  standard.  A few  weeks  ago  this  would 
have  been  generally  deemed  to  be  beyond  the  limits  of  con- 
sideration ; at  that  time  there  was  a panic,  and  it  was  im- 
agined that  the  price  of  silver  was  going  to  fall  lower  and 
lower  till  it  became  worth  hardly  anything.  -But  experience 
has  now  shown,  as  theory  always  suggested,  that  there  would 
be  a demand  for  silver  for  the  East  consequent  on  its  cheap- 
ness— that  this  demand  would  grow  with  its  cheapness — and 
then  an  almost  indefinite  quantity,  if  supplied,  would  in  time 
be  taken  off  the  market.  As  the  supply  here  is  small,  the 
price  has  risen  rapidly,  though  it  has  for  a moment  been 
checked  again  by  the  financial  operations  of  the  Council  of 
India  in  drawing  for  their  tribute.  The  extreme  panic  as  to 
the  price  of  silver  has,  therefore,  passed  away,  and  we  are 
able  to  consider  calmly  whether  it  would  be  wise  for  the 
United  States  to  take  it  for  a standard  of  value  or  not.  If 
they  did,  it  is  certain  that  the  price  of  silver  would  for  the 
moment  rise,  because  so  very  large  an  extra  quantity  would 
at  once  be  required  ; and  it  is  very  possible  that  this  price 
might  not  again  fall.  The  final  regulator  of  the  price  of  sil- 
ver is  the  cost  at  which  it  can  be  produced  in  the  least  fertile 
mine  that  can  maintain  itself  in  cultivation.  At  the  present 
moment  there  are  new  mines  as  to  whose  extent  there  are 
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very  various  accounts,  which  may  supersede  some  of  the 
worst  of  those  at  work,  and  so  lessen  the  maximum  cost  of 
the  production  of  silver — the  cost  which  fixes  its  price.  But 
if  so  large  a new  demand  for  silver  as  that  for  supplying 
the  United  States  with  money  were  added  to  the  existing 
demands,  very  possibly  the  extra  fertility  of  these  new  mines 
might  be  exhausted  before  that  demand  was  satisfied.  These 
mines  might  come  to  be  not  so  much  better  than  the  old 
mines  as  to  throw  any  old  mine  out  of  work  ; and  if  so,  the 
price  of  silver  would  remain  what  it  formerly  was.  And  if 
this  happened,  silver  would  be  as  good  a standard  of  value 
as  it  has  ever  been. 

“ There  would,  undoubtedly,  be  several  difficulties  in  the 
adoption  of  a silver  standard  by  the  United  States.  First — 
Much  of  the  interest  of  their  debt  is  now  payable  in  gold 
coin.  This  would  not,  however,  cause  much  difficulty,  if  the 
price  of  silver  were  to  rise,  as  we  have  suggested,  to  some- 
thing like  the  old  level.  The  United  States  might  then  either 
continue  to  receive  their  customs*  duties,  as  they  now  do,  in 
gold  only,  and  to  pay  their  interest  with  such  gold,  or  they 
might  pay  an  equivalent  in  silver.  The  difficulty  would  be 
one  of  detail  only,  and  might  be  met.  Secondly — What  is 
more  serious.  The  trade  between  the  United  States  and  the 
gold-using  countries  would  be  liable  to  be  disturbed  by  every 
fluctuation  in  the  value  of  gold  and  silver.  And  we  are  not 
yet  in  a position  to  say  what  the  amount  of  this  inconven- 
ience would  be,  because  the  changes  in  the  relative  values 
of  the  two  will  in  future  probably  be  greater  and  more  fre- 
quent than  they  used  to  be.  As  we  have  explained,  the 
double-standard  nations  used  to  equalize  the  price  for  the 
rest  of  the  world,  and  now  it  seems  probable  that  they  will 
do  so  no  longer.  An  element  of  uncertainty  would  thus  be 
introduced  into  the  largest  international  operations  of  the 
United  States,  which  might  be  very  important,  and  which  it 
is  difficult  to  estimate  beforehand.  But  in  all  likelihood  this 
uncertainty  would  not  be  so  great  as  that  caused  by  the 
inconvertible  and  ever-fluctuating  greenbacks  which  the 
United  States  have  now  borne  very  patiently  for  many  years. 
Thirdly — The  United  States  will,  by  choosing  silver  for  their 
money,  undoubtedly  suffer  by  using  the  less  convenient  metal 
for  large  transactions  instead  of  the  more  convenient.  Silver 
is  bulky  to  carry,  and  cumbersome  to  count.  But  a good  and 
secure  system  of  paper  money  might  easily  be  devised,  which 
would  reduce  this  disadvantage  to  minor  proportions  ; though 
that  system,  like  all  systems  of  paper  money,  is  liable  to  the 
objection  that  it  may  be  at  any  moment  departed  from,  and 
a bad  paper  money  substituted  for  a good.  No  nation  which 
is  engaged  in  first-rate  commerce  should  select  a silver 
money,  unless  it  believes  that  its  circumstances,  the  character 
of  its  people,  and  the  peculiarities  of  its  Government  enable 
it  to  manage  a paper  one.” 
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It  is  a well  established  axiom  in  the  discussions  about 
silver  that  the  future  price  of  that  metal,  as  compared  with 
that  of  gold,  will  depend  very  much  upon  the  extent  of  the 
demand  for  silver  in  the  markets  of  India  and  the  Orient. 
The  question  is,  therefore,  attracting  great  attention,  and 
there  are  two  facts  which  throw  considerable  light  upon  it. 
In  the  first  place  it  is  certain  that  the  capacity  of  India  for 
absorbing  and  using  a large  addition  to  the  circulation  of 
silver  is  very  great.  In  illustration  of  this  fact  we  may  quote 
a communication  to  the  London  Times  from  Lieutenant-Colonel 
Taske,  a late  Deputy  Commissioner  of  the  Punjab.  He  gives 
several  reasons  to  show  that  British  India  will  develop  a 
demand  for  silver  which  it  is  almost  impossible  to  measure  in 
its  present  rudimentary  stage.  Colonel  Taske’s  letter  is  dated 
18  August,  1876,  and  is  as  follows  : 

“ Having  for  many  years  held  the  charge  of  a Government 
Treasury  in  the  Punjab,  may  I be  permitted  to  indorse  the 
observations  of  your  correspondent,  Surgeon-Major  Cornish,  in 
the  Mail  of  this  day,  that  ‘we  have  not  sufficient  data  to 
estimate  the  future  capacity  of  India  to  absorb  gold  and  sil- 
ver,’ and  that  ‘ the  laboring  classes  in  that  country  are  not 
yet  furnished  with  the  amount  of  silver  and  gold  they  are 
capable  of  using  either  as  coin  or  personal  ornaments?’  In 
the  Kangra  diatrict,  of  which  I held  charge  for  several  years, 
the  income,  mainly  from  land  revenue,  was  formerly  greatly 
in  excess  of  the  expenditure,  and  the  surplus,  to  the  extent 
of  about  ;^2o,ooo  per  annum,  was  remitted  in  specie  to  meet 
the  Treasury  requirements  of  other  districts.  In  1873,  owing 
to  the  rapid  extension  of  tea  cultivation  and  the  gradual 
development  of  trade,  the  demand  for  silver  specie  became 
so  great  within  the  limits  of  the  district  that  remittances  to 
other  districts  entirely  ceased.  In  1874  and  1875  the  income 
of  the  district  did  not  meet  its  requirements  in  silver  cur- 
rency, and  that  without  any  increase  of  local  establishments 
or  any  increase  of  the  military  force  quartered  in  the  district. 
In  those  days  I had  to  apply  for  specie  remittances  to  the 
extent  of  ;^2o,ooo  annually  from  the  Treasuries  of  other  dis- 
tricts. At  Palumpur,  in  the  Kangra  Valley,  the  centre  of  the 
tea  estates,  there  was  formerly  little  or  no  demand  for  silver 
currency.  In  1873,  1874  and  1875  ^ send  specie  remit- 

tances to  the  extent  of  30,000  rupees  per  mensem  for  several 
months  in  each  year  to  Palumpur  to  meet  the  demands  of 
tea  planters  for  the  encashment  of  Government  currency 
notes.  Up  to  the  time  when  I left  India,  in  November, 
1875,  increasing  demand  for  silver  specie,  not  alone  in 
the  populous  tracts  of  Kangra  Proper,  but  in  the  thinly 
populated,  outlying  sub-divisions  of  Kula  and  Lahore  was 
very  marked.  The  still  continuous  extension  of  tea  cultiva- 
tion and  manufacture,  and  the  expansion  of  trade  with 
Ladakh  and  countries  in  Central  Asia,  lead  to  the  belief  that 
the  local  demand  for  silver  will  still  continue  to  increase. 
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‘‘Such  are  the  facts  relating  to  one  only  out  of  the  thirty- 
two  districts  comprised  in  the  Punjab  Provinces.  It  is  true 
there  is  a special  industry — tea  cultivation  and  manufacture, 
— confined  to  the  Kangra  district  in  the  Punjab,  the  rapid 
extension  of  which  during  the  last  few  years  has  given  in- 
creased employment  to  the  laboring  classed.  But  I believe 
that  the  extension  of  cultivation  and  the  development  of 
trade  throughout  the  Province  generally,  have  led  to  a great 
increase  in  the  demand  for  silver  in  all  other  districts,  and 
the  general  cry  among  Treasury  officers  has  been  and  still  is, 
for  some  silver  coin.  While  the  increased  demand  for  silver 
coin  for  circulation  in  the  interior  of  districts  in  the  North- 
West  Provinces  and  the  Punjab,  is  very  marked,  the  absorp- 
tion of  the  metal  for  purposes  of  ornament  and  jewelry,  is 
still  more  remarkable.  As  the  result  of  my  personal  observa- 
tions in  the  extensive  tracts  of  country  comprised  in  my  dis- 
trict, I can  testify  that  in  every  town,  village,  and  hamlet, 
the  number  of  working  jewelers  and  silversmiths  is  on  the 
increase,  and  that  the  bulk  of  the  laboring  and  agricultural 
classes,  are  gradually,  and  to  a surprising  extent,  substituting 
silver  ornaments  for  men,  women,  and  children,  in  place  of 
those  of  brass  and  copper,  of  beads,  &c.  The  extension  of 
railways,  the  reclamation  of  waste  lands,  and  increase  of  cul- 
tivation, the  development  of  industries  and  the  expansion  of 
internal  trade,  are  not  confined  to  a district  or  a province, 
but  are  general  throughout  India.  I fully  believe  with  your 
correspondent  that  the  bulk  of  the  agricultural  and  laboring 
classes  in  India  are  nothing  like  furnished  with  the  amount 
of  silver  they  are  capable  of  using,  either  as  coin  or  personal 
ornaments.” 


CAUSES  OF  THE  DEPRECIATION  OF  SILVER. 

BY  OSCAR  VAN  REINACH. 

[Abridged  from  the  Reichianzeiger  of  14th  March,  1876.] 

The  present  unusual  and  heavy  fall  in  the  value  of  silver 
affects,  in  the  first  place  and  chiefly,  those  countries  which 
have  only  a single  standard,  such  as  India  and  Austria ; and 
secondly,  those  countries  which  have  a double  standard,  viz.: 
France,  Belgium,  Italy,  and  Switzerland,  or,  in  a word,  those 
countries  belonging  to  the  Latin  monetary  union.  People  are 
now  as  much  alarmed  at  the  fall  in  the  value  of  silver  as 
they  were,  twenty  years  ago,  by  the  great  fall  in  the  value 
of  gold  resulting  from  the  new  mines  of  that  metal  discov- 
ered in  California  and  in  Australia,  and  they  ask  themselves 
how  it  is  possible  to  escape  the  dangers  of  the  incessant  fluc- 
tuations in  the  value  of  one  or  the  other  metal.  The  value 
of  silver  in  relation  to  the  value  of  gold  has  been  fixed  since 
1803  on  the  basis  of  one  to  15^  ; that  is,  one  ounce  of  gold 
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has  been  equivalent  to  15^  ounces  of  silver.  But  in  conse- 
quence of  the  recent  depreciation  of  silver,  about  thirteen  per 
cent.,  this  relative  value  has  risen  to  the  rate  of  one  to  17^; 
that  is,  one  ounce  of  gold  will  purchase  17^4  ounces,  instead 
of  15}^  ounces  as  formerly.  At  the  present  moment  what 
are  the  principal  causes  for  the  depreciation  of  silver?  These 
causes  may  be  referred  to  three  general  heads : first,  the  dis- 
covery of  the  great  and  celebrated  silver  mines  in  Nevada, 
which  in  reality  produce  large  quantities  of  silver — the  pro- 
duction fpr  the  current  year  being  valued  at  five  hundred 
millions  of  francs.  Secondly : the  demonetization  of  silver  in 
Germany  and  other  countries,  as  well  as  the  limitation  of  the 
silver  coinage  in  the  countries  forming  the  Latin  monetary 
union.  Thirdly : the  diminution  in  the  quantity  of  silver 
sent  to  India  to  pay  for  her  products,  seeing  that  the  East, 
since  the  confusion  of  the  American  war,  no  longer  enjoys 
the  monopoly  of  the  cotton  supply ; while,  on  the  other 
hand,  it  has  become  accustomed  to  accept  also  manufactured 
goods  in  exchange  for  its  own  produce.  Ought  this  situation 
to  cause  alarm  and  call  for  such  radical  measures  as,  for  in- 
stance, the  demonetization  of  silver?  Before  proceeding  to 
answer  this  question  let  us  examine  the  following  table  of 
the  production  of  gold  and  silver  since  1852  : 


IVar. 

Gold  in  francs. 

Gold  in  dollars. 

Silver  in  francs. 

Silver  in  dollars. 

1852 

912, 5CXD,000 

$ 182,500,000 

202, 500,000 

$40,500,000 

•*53 

775,cxx),ooo 

155,000,000 

202, 500,000 

40,500,000 

1854 

635,000,000 

127,000,000 

202,500,000 

40,500,000 

1855 

675,000,000 

135,000,000 

202,500,000 

40,500,000 

1856 

737,500,000 

147, 500,000 

202,500,000 

40,500,000 

1857 

665,000,000 

1 33»  000,000 

202,500,000 

40,500,000 

1858 

622,500,000 

124,500,000 

202,500,000 

40,500,000 

‘*59 

622, 500,000 

124,500,000 

202, 500,000 

40,500,000 

i860 

595,000,000 

119,000,000 

202,500,000 

40,500,000 

1861 

570,000,000 

114,000,000 

212,500,000 

42, 500,000 

1862 

537,500,000 

107, 500,000 

225,000,000 

45*000,000 

1863 

535,000,000 

107,000,000 

245,000,000 

49,000,000 

1864 

565,000,000 

113,000,000 

257,000,000 

51,400,000 

1^5 

600,000,000 

120,000,000 

260,000,000 

52,000,000 

1866 

605,000,000 

121,000,000 

252,750,000 

50,500,000 

1867 

580,000,000 

116,000,000 

270,000,000 

54,000,000 

1868 

600,000,000 

120,000,000 

250.000,000 

50,000,000 

1869 

605,000,000 

121,000,000 

237*500,000 

47,500,000 

1870 

580,000,000 

116,000,000 

257,500,000 

51,500,000 

1871 

582,500,000 

116, 500,000 

305,000,000 

61,000,000 

1872 

507,500,000 

101,500,000 

325,000,000 

65,000,000 

•*73 

517,500,000 

103,500,000 

350,000,000 

70,000,000 

1874 

452,500,000 

90, 500,000 

357*500*  000 

71,500,000 

1875 

407,500,006 

81,500,000 

310,000,000 

62,000,000 

By  this  table  we  are  reminded  that  it  is  not  so  very  long 
ago  since  the  views  of  the  financial  community  about  silver 
were  just  the  opposite  of  what  they  are  now.  People  were 
alarmed  at  the  excessive  production  of  gold  in  comparison 
with  the  production  of  silver.  Silver  was  then  quoted  at  five 
or  six  per  cent,  higher  than  gold,  and  many  persons  believed 
that  the  value  of  gold  would  fall  permanently  below  that  of 
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silver.  One  country,  Holland,  went  so  far  as  to  decide  on 
replacing,  at  a great  expense,  its  gold  standard  by  the  stand- 
ard of  silver;  and  now,  after  a period  of  twenty-five  years, 
the  Netherlands  Government  is  again  obliged  to  give  up,  at 
a fresh  and  great ' sacrifice,  its  silver  standard  for  the  standard 
of  gold.  Is  it  not  well,  therefore,  to  avoid  undue  alarm  at 
the  present  fall  in  silver?  The  great  silver  mines  lately  dis- 
covered will,  perhaps,  be  soon  exhausted.  It  is  indeed  alleged 
that  the  famous  mines  of  Navada  are  in  reality  what  are 
called  “ pockets,”  and  the  maximum  of  silver  they  can  produce 
has  already  been  calculated.  As  to  the  East  it  is  certain 
that  the  market  will,  sooner  or  later,  require  and  absorb  vast 
quantities  of  silver.  Above  all,  however,  it  must  be  remem- 
bered that  in  four  great  countries  a forced  paper  currency 
exists  to  the  amount  of  fifteen  milliards  of  francs,  or 
$3,000,000,000.  It  is  evident,  at  any  rate,  that  a silver  cur- 
rency is  preferable  to  a paper  circulation ; and  if,  for 
instance,  Russia,  Austria,  America,  and  Italy  were  to  take 
advantage  of  the  low  price  of  silver,  and  provide  themselves 
with  a cheap  monetary  circulation  of  silver  coin,  the  result 
would  be  that  silver  would  again  find  its  normal  value.  It 
must  likewise  not  be  forgotten  that  the  fall  of  silver  power- 
fully stimulates  the  production  of  gold ; for  whereas  the 
miner  only  gets  87  francs  for  producing  100  francs  of  silver, 
a loo-franc  nugget  of  gold  never  fetches  less  than  100  francs. 
New  and  extensive  deposits  of  gold  have  lately  been  dis- 
covered, and  information  has  been  received  of  the  discovery 
of  gold  in  considerable  quantities  in  Guiana.  If  gold  and 
silver  had  been  allowed  to  circulate  on  equal  terms  in  all  the 
European  countries,  the  fall  in  silver  would  not  have 
occurred.  The  countries  forming  the  Latin  union  may  be 
justified  in  desiring  to  profit  by  the  excess  of  production  of 
either  metal,  but  if  such  a stream  as  the  circulation  of  silver 
be  dammed  up,  it  is  only  natural  that  the  country  through 
which  it  flows  should  be  flooded.  When  the  States  which 
have  now  a legal-tender  paper  circulation,  shall  have  resumed 
a metallic  currency,  should  the  depreciation  of  silver  still  con- 
tinue, it  will  then  be  time  enough  to  take  measures  to 
remedy  it,  either  by  a gold  coinage  or  by  a silver  coinage  of 
a different  proportionate  value.  The  fear  entertained  in 
several  countries  of  seeing  the  fabrication  of  silver  money  in 
the  hands  of  private  industry,  cannot  be  looked  upon  as  a 
serious  argument,  for  gold  coins  might  likewise  be  struck  at 
a lesser  rate  of  value,  but  with  the  actual  organization  of 
public  force  and  in  the  present  state  of  civilization,  all  such 
attempts  at  private  coining  would  soon  be  put  a stop  to. 
The  lesson,  therefore,  to  be  inferred  from  these  three  causes, 
and  from  the  depreciation  of  silver  which  they  have  pro- 
duced, is  that  the  best  policy  for  an  enlightened  government 
to  pursue  is  to  await  events. 
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CHANGES  IN  THE  MONETARY  STANDARD  OF 

HOLLAND. 

A great  mistake  has  been  made  by  many  writers,  in  re- 
gard to  the  changes  in  the  monetary  standard  of  Holland. 
It  has  been  frequently  stated  that  the  standard  has  been 
twice  changed  ; first,  in  consequence  of  the  excitement  caused 
in  Europe  by  the  gold  discoveries  of  1848  and  1850,  in  Cali- 
fornia and  Australia,  and  secondly,  in  consequence  of  the 
late  depreciation  in  silver.  This  statement  is  not  strictly  cor- 
rect. We  find  in  the  appendix  to  Mr.  Goschen’s  report  to 
the  House  of  Commons,  on  silver,  a short  account  of  the 
changes  in  the  coinage  laws  of  Holland,  which  is  the  best 
authentic  statement  that  has  been  published.  From  this 
statement  we  learn  that  up  to  the  year  1847  Holland  pos- 
sessed a double  currency,  based  on  a relation  of  value  of 
1 : 15.604  between  the  two  metals  ; the  guilder  or  florin  con- 
taining 9.45  grammes  fine  silver,  and  the  ten-florin  piece  6.056 
grammes  fine  gold.  It  was  then  the  general  feeling  that  the 
double  standard  was  a bad  system,  and  that  a single  stand- 
ard ought  to  be  adopted.  At  that  time  almost  all  the  coun- 
tries of  Europe  had  a silver  currency ; even  France,  though 
nominally  in  possession  of  a double  standard,  coined  hardly 
anything  but  silver.  So  it  was  considered  proper  to  adopt 
this  metal,  which,  by  the  law  of  26th  November,  1847,  became 
the  sole  basis  of  our  monetary  system.  When,  soon  after- 
wards, the  production  of  gold  increased  so  much,  it  was  gen- 
erally imagined  that  Holland  had  acted  very  wisely.  It  could 
not  then  be  foreseen  that  twenty-five  years  afterwards  cir- 
cumstances would  arise  which  would  make  them  repent  of  this 
decision.  These  circumstances  were,  as  everybody  knows, 
the  late  monetary  reform  in  Germany,  and  the  fall  in  the  value 
of  silver  caused  by  this  event.  It  was  felt  at  once  that 
the  country  could  no  longer  maintain  its  system  after 
this  reform  had  been  decided  upon,  because  silver  would 
most  probably  depreciate  and,  at  all  events,  become  a com- 
modity of  more  variable  value  than  it  used  to  be.  On  the 
30th  October,  1872,  a Commission  was  appointed  by  the 
King,  “to  inquire  what  disadvantages  would  befall  to  our 
country  in  consequence  of  the  monetary  measures  lately 
adopted  by  other  nations,  especially  by  Germany,  and  to 
propose  the  remedies  which  would  tend  to  remove  them.” 
As  soon  as  this  Commission  had  reported,  a bill  was  passed 
(21st  May,  1873,)  empowering  the  King  to  stop  the  coinage 
of  silver  for  six  months,  which  law  was  renewed  on  the  26th 
of  October,  1873,  stopping  the  coinage  of  silver  again  till  ist 
18 


Digitized  by  LjOOqIc 


266  THE  banker’s  MAGAZINE.  [October, 

May,  1874.  The  report  of  the  Royal  Commission  (presented 
28th  December,  1872,  and  followed  by  a second  report,  dated 
26th  June,  1873,)  recommended  the  adoption  of  the  sing^le 
gold  currency  and  the  demonetization  of  silver  in  Holland. 
In  Holland,  not  in  India  however.  Since  1854,  the  monetary 
system  of  Holland  had  been  introduced  into  all  its  colonies  ; 
but  it  was  not  considered  expedient  by  the  Commission  to 
introduce  a gold  standard  into  India,  this  colony  not  being 
thought  in  a position  to  be  fit  for  such  a system.  So  it  was 
proposed  to  maintain  in  India  the  silver  standard,  while  in 
our  own  country  gold  would  be  adopted. 

The  Government  approved  of  one-half  of  the  Commission’s 
proposals,  those  relating  to  Holland ; but  it  formed  no  de- 
cision regarding  India,  being  of  opinion  that  the  Indian  ques- 
tion might  be  decided  afterwards.  It  presented  a bill  to  Par- 
liament tending  to  demonetize  silver  and  to  adopt  the  single 
gold  standard.  This  bill,  however,  encountered  much  oppo- 
sition. Many  people  objected  to  the  demonetization  of  silver, 
not  believing  that  its  value  would  either  fall  or  become  un- 
certain. Others  wished  to  temporize.  A third  party  would 
not  allow  the  unity  of  standard  between  Holland  and  India 
to  be  broken,  and  opposed  the  bill,  because  for  India  it  made 
no  provisions.  In  short,  the  bill  was  rejected  by  our  Second 
Chamber  in  March,  1874.  As  on  the  first  of  May  ensuing,  the 
law  which  stopped  the  coinage  of  silver  expired,  this  coinage 
soon  recommenced,  and,  being  very  profitable,  to  a very  large 
extent.  From  May  to  December,  1874,  an  immense  amount 
of  silver  had  been  sent  to  the  Mint,  and  it  was  obvious  at 
that  time  that  such  would  continue  to  be  done  till  the  value 
of  our  florins  would  be  depreciated  to  the  level  of  silver  in 
bullion.  In  the  meantime,  a new  Ministry  had  taken  office. 
Not  having  made  up  his  mind  as  to  the  course  to  be  adopted, 
still  unwilling  to  let  this  coinage  of  silver  on  a large  scale 
go  on,  the  new  Minister  of  Finance,  Baron  Van  der  Heim, 
proposed  a bill,  which  became  law  on  the  3d  of  December, 
1874,  by  which  the  coinage  of  silver  was  again  prohibited  for 
about  six  months.  Before  this  period  had  expired  he  pre- 
sented another  bill,  stopping  the  coinage  of  silver  for  an  in- 
definite time,  but — and  this  was  the  main  feature  of  his  pro- 
posal— allowing  the  coinage  of  gold.  This  bill  was  passed, 
and  became  law  on  the  6th  of  June,  1875.  In  conformity 
with  it,  a gold  ten-florin  piece  was  introduced,  very  much  re- 
sembling that  whidi  had  been  demonetized  in  1847,  only  con- 
taining one  per  mill  less  of  gold,  viz.,  6.048  grammes.  This 
small  difference,  which  practically  is  of  very  little  importance, 
is  the  consequence  of  an  idea  in  favor  with  some  members  of 
Parliament,  who  fancied  that  it  would  be  an  advantage  to 
make  twenty-five  francs  almost  exactly  equal  to  twelve  florins. 
The  Minister  very  wisely  did  not  make  any  opposition  to 
this.  The  law  of  6th  June,  1875,  bears  quite  a transitory 
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character.  It  contains  a clause  according  to  which  it  must 
be  revised  before  the  ist  January,  1877.  The  future  move- 
ments of  the  monetary  agitation  in  Holland,  will  be  better 
understood  and  more  intelligently  watched  by  those  persons 
who  take  the  trouble  to  examine  the  course  of  monetary  leg- 
islation in  that  country  since  1847.  The  great  difficulty  of 
Holland  in  adjusting  her  monetary  troubles,  arises  out  of 
two  facts.  First,  she  has  extensive  colonies  in  the  east  which 
use  and  must  use  a silver  currency ; and  secondly,  the  same 
currency  has  always  been  used  both  in  the  colonies  and  at 
home. 

FINANCE  AND  THE  SOCIAL  SCIENCE  ASSOCIATION. 

The  Social  Science  Association,  at  its  annual  meeting  at 
Saratoga,  discussed  the  financial  question  with  great  ability. 
Among  the  papers  read  was  one  by  the  President,  Mr.  David 
A.  Wells,  on  the  causes  and  remedies  of  the  depression  of 
industry.  The  main  points  of  this  address  may  be  briefly  re- 
capitulated. 

The  United  States  has  never  been  so  rich  in  natural  re- 
sources, yet  the  year  is  full  of  industrial  difficulties.  Neither 
labor  nor  capital  obtains  a full  compensation.  Crime  is  on 
the  increase.  Confidence  between  man  and  man  is  impaired. 
What  are  the  causes  of  the  present  condition  of  affairs,  and 
what  the  remedies  ? As  prefatory  to  an  answer  to  these 
questions,  I submit  the  proposition  that  no  enterprise,  public 
or  private,  can  reasonably  be  expected  to  command  success 
unless  those  intrusted  with  its  supervision  can  clearly  answer 
these  three  questions : First,  What  is  it  that  it  is  purposed  to 
accomplish  ? Second,  What  are  the  conditions  precedent  or 
instrumentalities  available  or  possible  for  doing  that  which  it 
is  proposed  to  do  ? Third,  What  has  been  the  experience  of 
ourselves  and  others  in  the  past  in  seeking  the  attainment  of 
a like  purpose  ? 

In  respect  to  the  question.  What,  as  a nation  do  we  pro- 
pose to  accomplish,  my  answer  would  be  this  : To  insure  to 
the  whole  people  the  greatest  possible  average  of  material 
abundance,  and  that  degree  of  intelligence  which  will  enable 
the  people  to  use  such  abundance  most  advantageously  for 
the  attainment  of  the  highest  physical,  intellectual  and  moral 
development.  What  are  the  conditions  for  the  attainment  of 
the  maximum  of  national  abundance  ? There  must  be  the 
proper  conditions  of  soil  and  climate.  There  must  be  physi- 
cal efficiency  or  energy  ; then  adequate  capital,  or  the  results 
of  accumulated  labor;  the  intelligence  quick  to  devise  and 
skillful  to  use  instrumentalities  for  economizing  labor  or  util- 
izing the  natural  forces ; the  protection  and  security  for  life 
and  property,  and  such  a system  of  law  as  will  prevent  the 
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interposition  of  obstacles  in  the  way  of  the  equitable  distri- 
bution of  the  wealth  of  the  nation.  As  to  our  natural  re- 
sources they  are  abundant.  Their  capabilities  of  development 
are  hardly  realized.  As  to  the  efficiency  of  labor,  it  is  very 
great  in  this  country.  The  principal  factors,  in  contributing 
to  the  efficiency  of  labor,  are  peculiarities  of  race  and  breed- 
ing; the  command  and  use  of  a generous,  diversified  diet,  as 
contradistinguished  from  a diet  meagre,  uniform,  and  lacking 
in  nutrition ; general  intelligence  and  education,  and  such 
political  and  social  environments  as  encourage  rather  than 
depress  and  degrade  the  laborer.  The  advantages  under  all 
these  heads  being  very  great  in  this  country,  labor  in  the 
United  States  has  had  in  times  past  no  superior.  The  result 
of  which  is  that  the  average  product  of  labor  in  the  United 
States  is'  in  most  particulars  exceptionally  large,  as  is  proved 
by  the  circumstance  that  the  average  rate  of  wages  and  the 
average  rate  of  interest  for  many  years  has  been  high.  The 
condition  of  the  United  States  in  respect  to  its  resources  of 
capital  is  very  different  from  what  it  was  a few  years  ago. 
Closer  communication  between  different  parts  of  the  country 
and  the  world  have  made  a change,  and  the  amount  of  the 
world’s  active  capital  that  any  nation  may  command  is  lim- 
ited only  by  the  conjoint  remuneration  and  security  which  it 
will  offer.  The  value  of  the  annual  product  of  the  United 
States  has  been  variously  estimated,  but  Gen.  Walker  makes 
it  in  1870,  $7,286,000,000.  Perhaps  $5,000,000,000  would  be 
a safe  statement  of  the  average  amount  of  annual  produc- 
tion; ten  per  cent,  of  it,  the  amount  of  annual  saving.  It 
must  not  be  forgotten,  however,  in  estimating  the  product 
and  saving  for  a period  of  years  that  deductions  are  to  be 
made  for  such  things  as  the  fires  at  Chicago  and  Boston, 
when  $118,000,000  and  $70,000,000  were  swept  off  in  a day. 
During  the  last  ten  years  this  nation  has  probably  merely 
maintained  the  aggregate  of  its  former  wealth. 

It  is  evident  from  examination  that  the  present  condition 
of  the  country  is  not  due  to  natural  causes.  It  is  due  to 
artificial  causes,  and,  as  such,  can  be  removed.  The  first 
point  that  strikes  attention  is  the  universality  of  the  present 
depression  in  business.  It  is  world  wide,  though  slight  in 
particular  nations,  as  in  France.  It  is  the  greatest  in  the 
United  States.  This  does  not  teach,  however,  that  the  depres- 
sion is  due  entirely  to  causes  acting  universally,  but  investi- 
gation will  show  that  the  general  result  we  recognize  has 
been  due  rather  to  the  concurrent  action  of  very  many 
causes,  originally  local,  and  which,  if  nations  had  been 
isolated  to  the  extent  that  they  were  a hundred  years  ago, 
would  have  been  exceedingly  limited,  or  endemic,  in  their 
influences,  but  which,  under  the  close  relationship  into  which 
nations  have  been  brought  by  improved  means  of  intercom- 
munication, have  become  all  pervading,  or  epidemic,  in  their 
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influences.  Of  such  general  causes,  originating  specially  in 
one  country,  but  coming  into  action  and  producing  disturb- 
ance throughout  the  whole  circle  of  civilized  States  at  nearly 
the  same  time,  I can  think  of  only  one  that  is  entitled  to  be 
thus  classified,  and  that  is  the  steady  and  extensive  introduc- 
tion and  use  of  labor-saving  machinery  and  processes.  A 
more  important  influence,  however,  is  the  aggregate  loss  of 
capital  which  for  ten  or  fifteen  years  the  world  has  been  ex- 
periencing. These  losses  are  due  to  bad  investments  in  rail- 
road bonds,  the  colossal  war  expenditures  of  the  world,  (the 
national  debts  of  the  world  have  increased  $ 10,000,000,00a 
since  1861,  making  their  aggregate  now  $ 25,000,000,000,)  the 
panics  and  mercantile  failures  of  the  world,  the  bankruptcy 
of  governments,  and  the  enormous  increase  of  taxation,  par- 
ticularly in  the  United  States.  The  excessive  issue  and  use 
of  an  irredeemable  currency,  in  impairing  national  produc- 
tion, and  in  diminishing  the  aggregate  of  national  abundance 
—excessive  railway  construction,  decreased  agricultural  prod- 
uct, and  decreased  productiveness  of  labor,  have  added  their 
share  to  the  impairment  of  the  national  abundance. 

In  regard  to  remedies,  the  first  is  the  use  of  honest  money. 
Specie  payments  are  essential.  Before  prosperity  will  return, 
there  must  be  a complete  and  radical  change  in  the  entire 
fiscal  policy  of  this  nation — a change  acceded  to  voluntarily 
and  intelligently,  or  forced  upon  us  through  further  hard  and 
costly  experience.  To  begin  with,  there  has  got  to  be  a 
great  and  speedy  reduction  in  all  public  expenditures.  Fed- 
eral, State,  and  municipal.  This  is  not  all.  The  machine  or 
process,  for  example,  which  saves  the  labor  of  twenty  men, 
and  thereby  practically  adds  that  number  to  the  force  en- 
gaged in  other  branches  of  production,  requires  very  prob- 
ably for  its  support  not  more  of  industrial  product  than 
would  have  been  adequate  to  the  necessities  of  a single  one 
of  the  men  whose  occupation  it  has  supplanted.  Of  this,  the 
experience  of  the  United  States  furnishes  most  striking  illus- 
trations. Thus,  taking  the  period  from  i860  to  1870,  we  find, 
according  to  the  census,  that,  while  the  gain  in  population 
was  less  than  twenty-three  per  centum,  our  manufacturers 
increased  fifty-two  per  centum  in  kind  or  thirty  per  centum 
in  excess  of  the  population.  Or,  taking  a more  specific  ex- 
ample, in  1840  9,000  persons  in  Cincinnati  engaged  in  manu- 
facturing produced  $ 333, 333^,  or  at  a rate  of  $ 1,500  per 

head,  while  at  present  the  same  city  recently  reported  61,000 
engaged  in  corresponding  employments,  producing  to  the 
value  of  ^ 144,000,000  per  annum,  or  at  the  rate  of  $ 2,300 
per  head.  Again,  at  a recent  convention  of  the  stove  trade 
at  St.  Louis,  it  was  reported  that  under  what  might  be  called 
a healthy  trade,  there  is  at  present  at  least  thirty-three  per 
centum  greater  capacity  for  making  stoves  in  the  United 
States  than  the  country  requires,  and  that  three  men  now. 
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with  the  aid  of  machinery,  can  produce  as  many  stoves  as  six 
men,  unaided,  could  have  done  in  1869.  Now,  it  is  the 
legitimate,  permanent  and  regular  excess  of  production  over 
consumption  that  constitutes  the  surest  or  rather  the  only 
basis  for  large  renumeration  for  both  labor  and  capital ; and 
it  is  in  this  pre-existing  excess  that  is  to  be  found  the  secret 
why  wages  have  for  so  many  years  been  high  in  the  United 
States  and  the  rate  of  interest  large.  If  the  surplus  of  pro- 
duction over  consumption  is  not  allowed  to  have  a free 
market,  if  it  cannot  flow  out  of  the  country  through  the 
channels  of  export,  it  inevitably  rolls  back  upon  the  domestic 
markets,  depressing  priced  to  a point  where  trade  and  com- 
merce can  resume  their  natural  and  normal  channels.  “ Capi- 
tal,” said  an  eminent  British  statesman,  the  Marquis  of 
Salisbury,  in  a recent  address  before  the  Manchester  Chamber 
of  Commerce,  “will  gp,  as  we  all  know,  to  any  part  of  the 
world.  It  will  face  any  difficulties  and  dangers  in  seeking 
employment ; but  there  is  one  thing  that  frightens  it  back  ; 
and  that  is,  any  great  uncertainty  as  to  the  conditions  under 
which  it  is  to  be  employed.  If  it  knows  the  worst  it  can 
adapt  itself  to  the  worst,  but  if  there  is  a probability  of  some 
great  change  of  uncertain  scope  and  import,  upon  which  some 
attach  large  and  some  a small  importance,  the  calculations 
become  so  uncertain  that  no  one  likes  to  risk  his  money  in 
the  venture.” 

A still  more  interesting  and  practical  paper  was  read  by 
Mr.  Edward  Atkinson,  of  Boston,  on  Capital  and  its  relation 
to  Production.  Mr.  Atkinson  began  by  pointing  out  the  true 
standpoint  for  examining  economic  questions.  We  abridge 
his  address  as  follows : 

MR.  EDWARD  ATKINSON  ON  CAPITAL. 

The  economists  have  given  their  attention  too  exclusively 
to  the  production  of  wealth,  and  too  little  to  distribution 
and  consumption.  All  progress  is  destructive  as  well  as  con- 
structive. The  term  “ fixed  capital  ” is  most  unfit  as  applied 
to  actual  substance ; nothing  old  is  very  useful,  and  scarcely 
anything  useful  can  be  very  old.  In  general  it  is  not  the 
amount  or  value  of  the  capital  which  a nation  has  accumu- 
lated that  marks  its  progress  or  prosperity,  but  rather  the 
mode  in  which  it  is  applied,  and  the  way  in  which  its  results 
are  consumed.  Capital  is  a force  or  tool  effective  only  when 
concentrated  and  directed  as  steam  is  in  the  cylinder  of  an 
engine ; material  progress  depends  more  on  right  direction 
being  given  to  capital  than  on  its  quantity  or  amount.  In 
modem  times  production  is  always  ample.  The  theory  of 
Malthus  has  never  been  confirmed  by  experience ; on  the 
contrary,  the  means  of  subsistence  have  increased  more  rap- 
idly than  population.  Imperfect  as  are  the  methods  of  dis- 
tribution, there  is  no  area  of  the  civilized  world  in  which  a 
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larger  population  cannot  be  supported  to-day  than  ever  be- 
fore. Production  was  never  before  so  great  in  this  nation  in 
relation  to  population  as  it  has  been  in  this  last  year  of  de- 
pression and  want.  The  East  is  glutted  with  goods  and 
wares ; the  West  is  full  of  corn  and  meat ; the  South  is 
richer  than  ever  before  in  cotton  and  grain,  and  is  prosper- 
ing in  spite  of  alleged  misgovernment.  The  distrust  which 
causes  want  and  penury  may  be  attributed  to  many  causes. 
It  is  not  want  of  capital  or  products  from  which  we  suffer, 
nor  is  it  a want  of  what  we  call  money.  Distribution  is  the 
main  thing,  and  subsistence  depends  vastly  more  on  the 
mode  of  the  distribution  of  the  annual  product  than  on  the 
division  or  amount  of  the  capital  which  has  been  used  in  its 
production.  The  mere  waste  of  this  nation  at  this  present 
time  would  support  another  as  numerous,  but  better  instruct- 
ed in  the  use  of  material.  Neither  is  it  for  want  of  substan- 
tial or  material  tools  that  distribution  is  hampered  ; the  rail- 
way service  is  more  ample  and  the  warehouses  are  more  nu- 
merous than  ever  before.  What  capital  can  do,  it  has  done. 
If  capital  be  classed  into  forms  of  the  first,  second,  and  third 
power,  we  find  each  power  ample.  The  first  power  is  the 
crude  product — wool,  cotton,  grain,  meat,  iron,  coal,  and  the 
like.  The  second  power  consists  of  textiles,  goods  and  wares, 
dwelling  places  and  warehouses.  The  third  power  is  the 
mill,  the  machine,  the  tool,  the  locomotive,  and  the  railroad. 
All  these  are  complete  and  ample,  but  there  is  a higher  pow- 
er than  all,  without  which  all  may  and  do  fail.  The  power 
that  is  immaterial,  the  power  that  lies  at  the  foundation  of 
all  prosperity,  liberty  of  action  guided  by  intelligence  under 
just  laws,  framed  only  for  the  purpose  of  restraining  abuses 
and  not  for  the  purpose  of  prescribing  the  use  that  men 
shall  make  of  their  time,  their  labor  or  their  substance. 

The  fallacy  of  the  hue  and  cry  for  cheaper  transportation 
is  evident.  Five  hundred  pounds  of  meat  and  grain  consti- 
tute the  full  subsistence  of  an  adult  man  for  one  year,  and 
it  costs  to-day  but  $1.25  to  move  a quarter  of  a ton,  or  five 
hundred  pounds,  from  Chicago  to  Boston,  less  than  one  day’s 
wages  of  a good  mechanic.  In  this  low  cost  it  would  be 
difficult  to  find  evidence  of  the  rapacity  of  the  railway  mo- 
nopolists. So  far  as  the  people  of  Massachusetts  eat  bakers* 
bread,  it  costs  them  more  to  move  the  bread  from  the 
bakers*  oven  to  the  mouth  of  fhe  consumer  than  it  does  to 
move  the  flour  from  the  wheat  field  to  the  oven.  There  are, 
doubtless,  grave  defects  in  our  railway  system,  but  the  fact 
must  not  be  ignored,  that  those  special  corporations  against 
which  the  most  urgent  charges  of  monopoly  have  been  made, 
are  the  ones  that  do  the  most  service  in  distributing  the 
largest  quantity  of  products  at  the  least  relative  cost  to  the 
community. 

The  word  capital  is  not  used  here  in  its  ordinary  commer- 
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cial  sense,  but  as  it  has  been  defined  by  economists,  “ the 
result  of  labor  saved  for  future  productive  use.”  Capital  is 
substance  molded  into  useful  form  by  human  labor.  Let  us 
now  attempt  to  define  the  capital  or  substance  of  the  State 
of  Massachusetts ; see  what  it  amounts  to  and  what  its  value 
is.  Take  two  examples : Had  the  census-taker  entered  a cer- 
tain cotton  factory  in  July,  1866,  he  would  have  found  in  one 
department  eight  machines  used  in  sizing  yarn  worth  in  the 
aggregate  about  $10,000,  and  eight  men  well  employed  in 
attending  them  at  high  wages.  In  this  census  he  would  have 
listed  so  much  property  and  so  much  labor  well  paid,  as 
evidence  of  wealth  and  prosperity.  Three  months  later  he 
would  have  found  one  machine  worth  $ 2,500,  attended  by 
one  man  and  one  boy,  doing  the  same  work,  and  perhaps 
seven  idle  men  gazing  on  a pile  of  old  copper  and  old  iron, 
in  an  outhouse,  representing  the  eight  machines  previously  in 
existence.  This  latter  census,  considered  by  itself,  would 
have  proved  a decrease  of  wealth  and  a decrease  of  occupa- 
tion, yet  the  change  represents  the  most  marked  progress 
in  the  cotton  manufacture  of  recent  years.  Again,  forty 
years  since  the  work  of  one  operative  for  one  hour  in  a 
cotton  mill  resulted  in  the  production  of  three  yards  of 
coarse  sheeting ; to-day  the  work  of  one  operative  for  one 
hour  on  the  same  premises  will  produce  ten  yards  of  the 
same  fabric.  How  has  this  progress  been  made  ? Not  by 
the  accumulation  of  capital  in  the  form  of  additional  machin- 
ery, but  by  the  abandonment  of  the  old  and  the  substitution 
of  the  new,  at  less  cost  and  of  less  value.  As  before  said, 
nothing  old  is  very  useful,  nothing  useful  is  very  old,  and 
the  destructive  character  of  inventions  in  rendering  useless 
that  which  has  been  very  costly  and  for  which  a high  rate 
of  charge  could  be  made,  is  one  of  the  most  marked  points 
in  our  progress. 

This  comparison  of  capital  to  product  is  not  simply  a curi- 
ous and,  as  some  may  say,  a fanciful  exhibit.  It  touches 
some  of  the  most  urgent  questions  of  the  day.  Wendell 
Phillips  is  one  of  the  exponents  of  the  discontent  of  large 
masses  of  people,  and  he  but  shadows  their  supposed  griev- 
ance when  he  alleges  that  capitalists,  in  their  greed  to 
receive  and  spend  a high  rate  of  interest,  have  prevented  an 
accumulation  of  wealth  to  the  extent  of  fifty  times  the  value 
actually  saved,  and  he  assumes  that  if  this  vaster  sum  had 
been  accumulated  all  m^n  would  be  better  off.  What  he  fails 
to  perceive  is  that  if  we  had  it  to-day  we  could  pot,  wdth 
our  present  intelligence,  use  it,  and  that  the  want  of  to-day 
is  not  the  want  of  means  or  capital,  but  want  of  knowledge 
how  to  use  the  means  we  have.  We  lack,  not  capital,  but 
power  to  direct.  Prosperity  consists  as  much  in  the  method 
of  spending  as  in  saving.  It  is  the  quick  distribution  of 
moderate  quantities  of  things  that  promotes  general  welfare 
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far  more  than  great  accumulations.  Each  year’s  work  gives 
each  year’s  subsistence,  and  freedom  of  exchange  is  the  most 
important  factor  in  the  good  subsistence  of  communities  or 
nations.  All  capital  is  the  result  of  labor,  all  labor  is  force 
derived  from  food.  The  good  subsistence  of  a family  de- 
pends quite  as  much  upon  the  mode  of  cooking  the  food  as 
upon  the  quantity  of  material,  and  as  a good  cook  will  make 
a good  dinner  from  that  which  a poor  cook  will  waste,  so 
will  a skillful  manager  pay  large  wages  in  the  conversion  of 
a small  amount  of  capital.  The  French  among  all  nations 
excel  in  both  directions.  They  make  a little  food  serve  for  a 
good  subsistence,  and  to  common  material  add  the  skill  that 
gives  full  wages. 

Our  danger  now  is  that,  in  consequence  of  the  present 
stagnation  and  the  cessation  of  all  enterprise  looking  toward 
a future  need,  this  period  of  so-called  over-production  will 
be  followed  by  one  of  more  pernicious  scarcity.  The  com- 
munity is  acting  to-day  as  if  no  more  houses,  no  more  mills, 
no  more  railroads,  no  more  mines  or  works  of  any  kind  were 
ever  to  be  needed.  The  extreme  of  confidence  has  been  fol- 
lowed by  the  extreme  of  distrust,  and  the  waste  of  old  capi- 
tal must  be  to-day  going  on  at  a far  more  rapid  rate  than 
the  accumulation  of  the  new.  The  destruction  of  to-day  is 
not  that  of  invention  and  improvement  such  as  constitutes 
progress,  but  rather  destruction  such  as  is  caused  by  fire  and 
flood.  What  is  the  present  abundance  of  money,  so  called  ? 
We  have  no  true  money  at  all.  What  we  call  money  is  but 
a bad  measure,  an  unfit  symbol  of  the  abundance  of  com- 
modities in  existence.  Why  is  there  want  in  the  midst  of 
plenty?  Why  is  not  this  existing  substance  being  consumed 
more  evenly  ? Why  do  the  few  have  so  much  that  they 
know  not  how  to  use,  while  the  many  who  want  and  are 
willing  to  work  cannot  obtain  it  ? There  can  be  but  one  re- 
ply to  these  questions.  The  Government  has  assumed  the 
function  of  establishing  a standard  of  value,  and  has  substi- 
tuted a lie  for  a true  standard.  It  has  assumed  that  it  can 
control  and  give  direction  to  the  work  of  the  people,  and  its 
interference  has  culminated  in  obstruction  and  disaster. 
Abundance  never  yet  ruined  a nation,  and  every  cause  of 
want  in  this  country  can  be  removed  if  we  apply  ourselves 
to  the  work. 

Another  valuable  paper  was  that  of  Mr.  Nourse,  of  Boston, 
on  the  relation  of  prices  to  the  volume  of  currency.  The 
author  argues  that  in  certain  conditions  of  the  monetary  cir- 
culation, contraction  of  the  currency  to  the  extent  needful  for 
resumption  might  be  made  without  producing  any  severe  de- 
pression in  business  or  any  mischievous  disturbance  of  prices. 


Digitized  by  LjOOQle 


274 


THE  banker’s  magazine. 


[Octobecy 


FOREIGN  CAPITAL  AND  NEW  LOANS. 

One  of  the  anomalies  of  the  financial  situation  at  present 
is  the  paralysis  of  industrial  enterprise  all  over  the  world. 
In  illustration  of  this  fact  a table  has  just  been  published  of 
the  new  loans  of  the  first  half  of  the  present  year.  The 
aggregates  are  given  as  follows : 


Loans  of  Financial  and  R.  R.  and  Totals  for  first 

States  and  Credit  Industrial  haw-year 

Countries.  ToTuns.  Companies.  Companies,  qf  1876. 

Asia ;^*74,8oo  .jC  . £ . ;£  274,800 

Belgium 160,000  , , 428,800  . 528,800 

Danub.  Principalities..  640,000  . 39ifi90  . 1,031,190 

France 54i,320  . 1,217,980  . 4,495,010  . 6,254,310 

Germany 6,225,230  . 960,000  . 2,481,750  . 9,666,980 

Gt.  Britain  & Colonies.  5,490,240  . . 4,507,000  . 9,997,240 

Holland  and  Colonies..  458,344  . 106,000  . 121,200  . 685,544 

Italy 1,269,^  . . 240,000  . i,509,8<» 

Russia . 80,000  , . 80,000 

Spain . . 400,000  . 400,000 

Switzerland 690,720  , 88,000  . i.539t96o  . 2,318,680 


Total ;fi5,690^454  2,451,980  14,604,910  32,747,344 


The  Moniteur  des  InUrHs  Beiges^  by  which  this  table  was 
originally  compiled,  remarks  upon  two  very  striking  features 
in  it.  The  first  is,  that  America  has  raised  no  new  loan  in  the 
European  market  as  yet  this  year ; the  second  is,  that  the 
falling  off  in  the  demand  for  new  capital  still  continues.  For 
the  fi^rst  four  months  of  1875,  the  total  capital  raised  was 
577342,198,  composed  of  26  millions  sterling  for  loans  of 
States  and  ^ towns  ; millions  for  financial  issues,  and  23 
millions  for  railway  and  industrial  purposes. 

In  the  first  column,  Germany  stands  first,  closely  followed 
* by  Great  Britain  and  Colonies ; and  Italy  is  the  only  other 
considerable  borrower.  In  the  second  column,  France  and 
Germany  are  the  only  countries  worth  consideration.  In  the 
third  column,  England  raised  4^  millions  sterling,  France 
almost  as  much,  Germany  2j4  millions,  and  Switzerland 
millions.  In  the  column  of  aggregates,  while  Great  Britain 
stands  for  ten  millions,  Germany  runs  her  close  for  over  9^ 
millions,  France  raised  6^  millions,  Switzerland  over  2% 
millions,  Italy  millions,  and  the  Danubian  Principalities 
one  million  sterling. 
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THE  BANKING  CRISIS  IN  PORTUGAL. 

An  instructive,  demonstration  of  the  duty  of  banks  to  hold 
sufficient  reserve,  and  of  the  tendency,  which  of  late  years 
has  prevailed,  to  disregard  this  duty,  is  offered  by  the  recent 
panic  in  Portugal.  The  first  announcement  of  this  trouble 
was  made  in  London,  19th  August,  when  the  telegraph 
announced  that  a general  run  on  the  banks  had  begun  on 
the  previous  day,  and  that  the  banks  had  suspended  pay- 
ments. The  explanation  was  given  that  the  trouble  arose 
from  the  failure  of  some  financing  banks  in  Oporto,  last  May, 
when  several  of  the  weak  institutions  were  assisted  by  the 
Bank  of  Portugal.  This  is  comparatively  a strong  bank,  with 
a capital  of  $8,890,000,  and  occupies  in  Portugal  a similar 
position  to  that  of  the  Bank  of  England  in  the  financial 
system  of  Great  Britain.  The  assistance  it  gave,  was  by  the 
discount  of  bills  which  fell  due  in  August,  and  coujd  not  be 
renewed  because  the  banks  had  allowed  their  cash  reserves 
to  fall  too  low.  It  thus  became  apparent  that  the  banks  of 
Lisbon,  by  aiding  the  suspended  banks  of  Oporto,  had  so 
weakened  themselves  that  suspension  was  inevitable.  Under 
these  circumstances,  two  expedients  were  adopted  by  the  Por- 
tuguese Government.  The  first  was  to  issue  a decree  sus- 
pending for  sixty  days  the  payment  of  debts.  This  decree  is 
dated  August  18,  1876,  and  is  signed  by  the  King  and  five 
Ministers  of  his  cabinet.  It  states  that  “taking  into  consid- 
eration the  extraordinary  circumstances  in  which  all  the 
monetary  markets  of  the  country  are  found  at  this  moment, 
considering  how  important  it  is  in  the  interest  of  credit  to 
give  time  to  the  banking  and  commercial  establishments,  to 
enable  them  to  continue  regularly  their  operations,  I am 
pleased  to  decree  the  following: 

Art  I.  The  expiry  and  payment  of  bills,  promissory  notes, 
deposits,  commercial  securities,  and  titles  as  between  private 
individuals,  banks,  companies  and  societies,  is  suspended  and 
prorogued  for  sixty  days  from  this  date,  and  during  the 
same  period,  protests,  and  judicial  acts,  in  connection  with 
such  titles,  shall  be  suspended. 

Art  2.  The  Government  shall  inform  the  Cortes  of  the 
dispositions  contained  in  this  decree.  The  Ministers  and 
Secretaries  of  State  of  the  various  departments  will  have  it 
thus  understood,  and  cause  the  same  to  be  executed.’* 

The  second  expedient  was  to  use  the  credit  of  the  Govern- 
ment in  London,  and  to  obtain  from  several  financial  houses 
there  advances  of  about  $5,000,000.  An  export  of  gold  to 
Lisbon  was  thus  begun,  and  for  the  present  the  financial  ex- 
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citement  seems  almost  to  have  ceased.  In  May  last,  a simi- 
lar operation  to  import  gold,  on  a smaller  scale,  was  made  ; 
but  from  the  adverse  condition  of  the  foreign  exchanges,  the 
gold  was  soon  exported  again  and  sent  out  of  the  country. 
It  remains  to  be  seen  whether  the  present  expedient  will  be 
more  permanently  successful.  At  the  present  rate  of  ex- 
change, the  Portuguese  Government,  or  the  banks,  lose  about 
two  per  cent,  by  the  import  of  gold,  besides  the  commission 
payable  to  the  London  bankers  who  negotiated  the  loan. 

Among  the  financial  authorities  of  Europe,  this  Portuguese 
panic  does  not  seem  to  have  been  at  all  expected,  and  its 
future  course  is  regarded  as  doubtful.  What  is  certain,  is, 
that  this  panic  was  brought  on  by  very  similar  causes  to 
those  which  have  produced  so  many  panics  elsewhere — over- 
expansion  aud  inadequate  reserves.  The  London  Times  says  : 
“The  monetary  crisis  in  Portugal  brings  out  one  point  which 
is  worthy  the  attention  of  those  who  lay  much  of  the  blame 
of  monetary  panics  in  this  market  to  the  check  system.  The 
Paris  money  market  is  held,  by  several  French  writers  on  the 
subject,  to  have  escaped  the  disturbances  experienced  by  us, 
owing  to  the  disinclination  of  the  French  people  to  introduce 
the  check  system.  The  system  of  paying  all  demands  at  the 
offices  of  merchants  and  traders,  in  the  chief  cities  of  Portu- 
gal, in  cash  instead  of  by  check,  prevails  to  this  day,  as,  in 
fact,  it  does  generally  abroad.  There  is  nothing  like  the  test 
of  experience,  and  here  we  see  a system  long  ago  obsolete 
with  us,  which  is  held  up  on  the  Continent  as  the  great 
safeguard  against  such  panics,  wholly  inefficacious  to  arrest 
the  alarm.  In  fact,  we  doubt  very  much  if  it  could  have 
been  possible  to  cause  the  stoppage  of  so  many  banks  in  so 
short  a space  of  time,  if  the  money  held  by  individuals  at 
their  offices  had  been  in  the  banks  instead.  Not  only  would 
no  one  part  with  a single  penny  of  what  he  already  had  in 
his  possession,  but  everything  was  drawn  out  almost  to  the 
last  farthing.  It  is  true  we  can  hardly  expect  the  same 
counsels  to  prevail  under  such  circumstances  in  a Portuguese 
financial  community  as  among  nations  more  advanced  in  this 
respect,  and  no  doubt  the  crisis  at  Oporto  and  Lisbon  w'as 
greatly  due  to  ignorance  as  to  the  real  position  of  the  banks 
that  were  brought  down.  One  of  the  great  advantages  of 
the  check  system  is  that  our  merchants,  as  regards  their 
balances  with  the  banks,  may  be  said  to  be  ‘all  in  the  same 
boat.’  In  other  words,  those  upon  whom  the  credit  of  the 
London  money  market  chiefly  rests,  know  well  enough  that 
if  they  rush  in  a panic  to  draw  out  their  balances  from  the 
large  banks,  they  will  pull  down  the  whole  fabric,  and  inevi- 
tably involve  themselves  in  the  ruin  which  would  ensue.” 

The  London  Economist  of  26th  August,  says  that  the  amount 
of  gold  sent  to  Portugal  was  more  than  one  million  sterling. 
The  following  extracts  from  letters  and  newspapers  from  Lis- 
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bon  explain  the  cause  of  suspension.  “Until  lately  but  few 
banks  existed  in  the  country,  the  Bank  of  Portugal,  with  its 
branch  at  Oporto,  and  a paid-up  capital  of  about  ^ 1,800,000, 
being  the  only  one  of  any  importance.  And  it  is  necessary  ' 
to  understand  that  it  was,  until  very  lately,  the  custom  with 
merchants  and  men  in  business  to  make  all  payments  in  cash 
at  their  counting-houses,  instead  of  by  check  upon  the  banks, 
a custom  which  still  exists  with  very  many.  Several  new 
banks,  however,  were  established  about  two  years  ago,  and 
when  the  late  crisis  commenced  at  Oporto  some  of  these 
banks,  having  imprudently  locked  up  their  capital,  were  un- 
able to  meet  the  demand  for  repayment  of  deposits,  and  suc- 
sumbed  in  consequence.  The  crisis  having  last  week  ex- 
tended to  Lisbon,  the  public  began  to  withdraw  the  moneys 
they  had  put  upon  deposit,  and  others  who  had  kept  current 
accounts  reduced  their  balances  so  as  to  leave  the  smallest 
possible  sum  at  their  credit,  and  as  the  smaller  banks  paid 
their  customers  mostly  in  notes  of  the  Bank  of  Portugal — 
the  only  bank  of  issue  at  Lisbon — they,  in  their  alarm,  rushed 
to  have  their  notes  exchanged  for  gold.  The  Directors  of 
the  Bank  of  Portugal,  not  anticipating  any  run  upon  their 
bank,  for  two  days  met  every  demand,  but  upon  the  third 
day,  at  2 p.  m.,  they  were  obliged  to  close  their  doors  pend- 
ing the  arrival  of  gold  they  had  ordered  from  England. 
There  was  no  want  of  gold  in  the  place,  but  it  had  been 
withdrawn  and  hoarded.  Hence  the  evil  which  occurred.” 

“ The  Directors  of  the  Bank  of  Portugal  published  the  fol- 
lowing explanation  : ‘The  assistance  which  the  Bank  of 

Portugal  has  given  to  the  City  of  Oporto  in  the  shape  of 
very  heavy  advances  of  gold,  as  well  as  that  just  given  to 
Lisbon,  the'  constant  drain  upon  its  resources  in  exchanging 
its  notes,  and  in  other  ways,  the  Directors  having  also  con- 
tinued to  afford  every  facility  in  the  way  of  discounts,  not- 
withstanding the  increased  demand  for  accommodation  ; and, 
finally  the  assistance  which  has  been  given  in  the  public  in- 
terest up  to  the  last  moment,  has  obliged  the  directors  to 
defer  the  exchange  of  their  notes  for  gold.’  The  leading  mer- 
chants and  bankers  of  Lisbon  at  once  called  a meeting  of 
the  principal  firms,  and  all  present,  bankers  and  merchants, 
signed  a document  by  which  they  engaged  to  accept  the 
notes  of  the  Bank  of  Portugal  in  payment,  as  they  had  done 
previous  to  its  suspension ; so  confident  were  they  of  the 
soundness  of  the  bank,  and  that  the  suspension  was  but 
momentary.  All  banks  in  Portugal  are  obliged  by  law  to 
publish  a monthly  balance-sheet,  and  it  may  be  useful  to 
state  that  on  the  31st  of  July  last  the  capital  of  the  several 
Lisbon  banks  amounted  to  ^ 5,700,000  ; the  bills  discounted 
were  2,500,000 ; loans  against  securities,  1,080,000  ; note 
circulation  and  deposit,  1,570,000;  cash  in  hand,  1,020,000. 

It  was  subsequent  to  the  publication  of  this  statement  that 
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the  crisis  set  in  ; however,  as  is  already  known,  the  Bank  of 
Portugal,  has  resumed  operations,  having  received  gold  from 
this  side,  and  with  the  restoration  of  confidence,  few  notes 
are  now  presented  to  be  exchanged.” 

In  consequence  of  the  Government  loan  made  in  aid  of  the 
banks,  the  Portuguese  bonds  have  suffered  in  London.  Por- 
tugal, by  its  excellent  management  and  administrative  econ- 
omy, had  so  raised  its  credit  that  whereas  their  three  per 
cents  used  to  sell  in  1870  at  34,  they  have  lately  ranged  at 
55,  a rise  of  over  thirty  per  cent,  to  those  who  invested  their 
capital  at  the  lowest  prices. 

An  official  report  of  the  British  Government  on  the  finan- 
cial state  of  Portugal,  under  the  date  of  April  27th,  1876, 
gives  facts  and  figures  which  illustrate  the  condition  of  Por- 
tuguese finance,  and  will  be  of  interest  in  various  ways  at 
the  present  moment.  The  financial  condition  of  Portugal  for 
the  last  ten  years,  is  reported  as  follows  : 


REVENUE  AND  DEBT  OF  PORTUGAL,  1866-1876. 


Direct  taxes 

Stamp  and  register  duties 

Indirect  taxes 

National  property  and  sundry  receipts. 


1876-77. 

£ 1.379.27* 

469.15s 

2,802,188 

696,047 


1871-72. 

;f«.  *75.033 

352.555 

*.974.3*5 

305.675 


1866-67. 

. 1,089,86s 

I 2,018,958 
. 420,207 


Revenue 

Deficit.. 


5,346.661  . 3*807.578  . 3.529.030 

163,539  • 1.107,491  . 1,165,891 


Expenditure 5, 5 10, 200 

The  Consolidated  Debt  of  Portugal  in  1876  is 

The  Floating  Debt,  on  March  31,  1876,  was, 


;^4,9I5,o69  . ;^4,694,92I 

77,872,892 


1,188,888 


The  estimated  interest  on  the  Home  Debt  for  1876-77  was £ 1,415,671 

The  estimated  interest  on  the  Foreign  Debt  for  last  year  was 920,516 

Total 2,336, 187 


The  interest  on  the  debt  of  Portugal  bears  a somewhat 
large  proportion  to  the  revenue  of  that  country,  the  annual 
interest  being  $11,680,935,  and  the  revenue  $26,733,305,  but 
all  the  interest  has  been  regularly  paid,  and  the  deficit  is 
reduced  to  the  insignificant  sum  of  $817,695,  whereas  ten 
years  ago  it  amounted  to  $5,829,455.  The  population  of 
Portugal  at  the  last  census,  in  1868,  was  3,995,152.  It  has 
two  towns  with  a population  above  50,000,  Oporto  with 
89,321,  and  Lisbon,  with  275,286.  The  public  debt  increased 
from  $104,870,000  in  1856,  to  $116,275,000  in  1866,  to 
$364,165,000  in  1873,  and  to  $395,308,900  at  present. 
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CAPITAL  AND  RAILROAD  EXTENSION. 

It  has  been  generally  held  that  the  panic  of  1873  was  due 
in  large  part  to  the  too  rapid  extension  of  railroad  building, 
and  the  conclusion  has  been  deduced  that  for  some  years  to 
come  the  prog^ss  of  railroads  all  over  the  world  would  be 
checked.  This  opinion  does  not  appear  to  be  shared  by  the 
French  Government.  On  the  20th  August,  M.  Christophie, 
Minister  of  Public  Works,  at  Domfront,  made  a speech  on 
the  subject.  After  eulogizing  the  French  people  and  describ- 
ing the  Republic  as  a government  of  peace,  conciliation, 
order  and  justice,  he  said  France  now  possesses  22,000  kilo- 
meters of  railways  in  operation,  but,  considering  the  daily 
increasing  demands  of  traffic,  our  country  has  been  out- 
stripped in  a disquieting  manner  by  neighboring  States.  It 
is  sad  to  think  that  in  the  scale  of  countries  intersected  by 
railways,  France  holds  only  the  sixth  rank  in  Europe.  To 
remedy  this  insufficiency  in  means  of  transport  a bold  course 
is  necessary.  As  at  the  outset  of  railway  construction,  the 
State  should  resolutely  enter  on  the  formation  of  railways, 
which,  as  the  network  extends,  become  less  productive.  The 
companies,  powerful  as  they  may  be,  do  not  possess  the  re- 
sources requisite  for  acting  with  due  rapidity.  They  have 
rendered  immense  services  and  carried  out  great  and  useful 
enterprises  with  prudence  and  wisdom,  but  they  can  only 
construct  a certain  number  of  kilometers  annually,  because 
to  construct  they  must  borrow,  and  to  borrow  the  loan  must 
be  guaranteed  by  the  ordinary  resources  of  their  Budgets. 
Side  by  side  with  them,  therefore,  in  order  to  march  rapidly 
to  the  goal,  to  remedy  our  inferiority  to  the  foreigner,  and 
to  bring  up  the  length  of  our  railway  system  to  the  figure 
of  our  national  roads,  or  nearly  38,000  kilometers,  there  must 
be  the  powerful,  resolute,  almost  unlimited  intervention  of 
the  State.  The  sacrifices  to  be  made  must  be  considerable, 
but  the  Budget  Committee  has  felt  this  inevitable  necessity, 
and,  in  accord  with  the  Government,  it  has  allotted  to  rail- 
way construction  by  the  State  resources  which  will  meet  the 
first  exigencies.  The  improvement  of  our  rivers  and  canals 
also  forces  itself  upon  all  attentive  minds.  I have  already 
submitted  three  bills  designed  to  insure  continuous  naviga- 
tion from  Rouen,  to  Paris,  Paris  to  Lyons,  and  Lyons  to 
Marseilles.  The  results  of  these  enterprises  will  be  immense. 
Other  schemes  are  being  considered,  and,  if  approved,  as  I 
doubt  not  they  will  be,  by  the  Chambers,  we  shall  before 
long  see  established  that  necessary  co-operation  between  rail- 
ways and  navigation  so  long  called  for  by  public  opinion. 
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and  indispensable  to  the  development  of  the  national  wealth, 
by  the  equitable  reduction  in  the  cost  of  freight.  Other 
labors  likewise  demand  the  attention  of  the  Government.  It 
is  impossible  not  to  allot  to  the  maintenance  and  creation  of 
ports  sums  corresponding  to  the  requirements  of  commerce. 
The  depth  of  our  ports  becomes  daily  more  insufficient,  as 
the  great  vessels  required  for  international  traffic  are  gener- 
ally adopted.” 

In  France,  the  length  of  the  railroad  network  on  February 
I,  1873,  was  11,050  miles,  to  which  have  to  be  added  2,854 
miles  “ in  construction  or  to  be  constructed,”  and  773  miles 
of  “eventual  concessions  and  decreed  lines,”  giving  a total 
of  14,677.  The  lines  of  Austria,  mentioned  in  the  Annuaire 
Officiel^  amount  to  9,901  miles ; those  of  South  Austria  and 
Upper  Italy  to  2,617  miles;  the  Luxemburg  lines  to  140 
miles;  the  Spanish  lines  to  787  miles;  those  of  Portugal  to 
315  miles ; those  of  Italy  to  4,202  miles ; those  of  Switzer- 
land to  525  miles.  If  to  these  we  add  the  subjoined  totals 
for  Belgium  and  for  Germany,  and  the  10,140  miles  which 
Dr.  Sturmer  allots  to  Russia,  which,  of  course,  are  partly 
extra- European,  we  find  a total  of  59,337  miles  of  continental 
network,  without-  reckoning  Sweden  and  some  smaller  items. 
Thus  the  length  of  railroads  laid  on  the  surface  of  our  planet 
since  the  inauguration  of  the  locomotive  system  already  ex- 
ceeds 160,000  miles. 

The  railroad  network  of  Belgium  at  the  end  of  1871,  ex- 
tended, according  to  the  Annuaire  Officiel^  over  a total  length 
of  3,155  kilometers,  or  about  1,956  miles.  Of  this  length  883 
miles  were  constructed  by  the  State,  and  the  remaining  1,073 
by  private  companies.  The  total  expended  on  the  State  lines 
to  the  end  of  1871,  was  the  sum  of  292,837,297  f.,  which  gives 
a cost  per  English  mile  of  $66,405.  The  average  cost  per 
mile  of  the  railways  of  England  and  Wales  is  not  tabulated 
in  the  Board  of  Trade  returns.  But  the  average  cost  per 
mile  of  the  railways  of  the  United  Kingdom  to  the  end  of 
1874,  was  $135,390,  or  very  nearly  three  times  the  cost  of  a 
mile  of  State  railway  in  Belgium.  The  cost  of  the  lines  con- 
structed by  private  companies  in  that  kingdom,  is  not  given 
in  the  Annuaire  Officiel,  But  if  we  take  the  State  lines  as  a 
guide,  we  find  that  the  outlay  on  the  Belgian  railways 
amounts  to  $1,145  square  mile  of  area  of  country,  against 
$3,635  per  square  mile  of  area  in  England.  If  we  had 
official  materials  for  correcting  this  estimate  by  substituting 
the  average  cost  of  the  English  lines  for  that  of  the  lines  of 
the  United  Kingdom,  we  should  find  the  comparison  still 
more  in  favor  of  the  railway  industry  of  this  country.  As  to 
the  railroads  of  Germany,  the  average  cost  of  their  construc- 
tion is  stated  by  Dr.  G.  Sturmer  (in  a German  paper  which 
has  been  abstracted  in  the  39th  volume  of  the  Excerpt 
Minutes  of  Proceedings  of  the  Institution  of  Civil  Engineers,) 
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at  ^91,165  per  mile.  The  total  number  of  miles  open  in  the 
Empire  of  Germany  at  the  end  of  1872,  is  stated  by  the 
same  authority  at  $70,385.  We  have  reason  for  receiving  Dr. 
Sturmer’s  figures  with  extreme  reserve  ; but,  taking  them  as 
they  stand,  and  comparing  them  with  the  area  of  208,620 
square  miles  of  the  German  Empire,  they  give  a proportion 
of  one  mile  of  line  to  every  14.8  miles  of  area. 

The  French  Government  publishes  at  intervals  of  a few 
years,  a collection  of  statistics  relating  to  the  railroad 
systems  of  all  the  countries  of  Europe,  prepared  for  the  De- 
partment of  Public  Works  of  the  nation,  by  the  Statistical 
Bureau  of  the  General  Directory  of  Bridges  and  Highways 
and  Railroads,  and  entitled  (Chemins  de  Fer  de  TEurope — 
Resultats  generaux  de  I’exploitation.)  The  last  of  these  pub- 
lications, issued  in  the  early  part  of  this  year,  contains  the 
figures  for  the  years  1866  and  1867,  the  administration  hav- 
ing found  it  impossible  to  make  a complete  collection 
earlier.  We  learn  from  this  work  that  in  1867,  in  three  little 
countries — Baden,  Oldenburg,  Brunswick  and  Reuss — all  the 
railroads  were  worked  by  their  Governments;  in  fourteen — 
Prussia,  Bavaria,  Wurtemburg,  Kingdom  of  Saxony,  Mecklen- 
burg, Hesse  Darmstadt,  the  Duchy  of  Saxony,  the  Free 
Cities,  Austria,  Belgium,  Russia,.  Sweden,  Norway  and 
Switzerland,  the  State  worked  a part  of  the  railroad  system  ; 
and  in  ten — Anhalt,  Austro-Hungary,  Denmark,  Spain,  France, 
Great  Britain  and  Ireland,  Italy  and  the  States  of  the  Church, 
the  Netherlands  and  Grand  Duchy  of  Luxemburg,  Portugal 
and  Turkey  in  Europe — the  whole  railroad  system  was 
worked  by  corporations. 

At  the  close  of  the  two  years  the  lengths  in  miles  worked 
by  the  State  and  by  companies  respectively  were : 

1866.  1867. 

Roads  worked  by  the  State 7t5S8  ...  8,111 

Roads  worked  by  companies 42,755  ...  44^827 


Total 


5o»3i3 


52.938 


By  comparison  of  the  averages  with  those  of  the  American 
railways  we  find  that  the  gross  and  net  earnings  of  the  Eu- 
ropean railroads,  as  reported  by  the  French  Government, 
earn  less  of  gross  receipts,  but  pay  less  for  operating  ex- 
penses, so  that  their  net  earnings  are  greater.  This  is  seen 
in  the  following  table : 


Europe,  1867 $ 1 1.942 

Massachusetts,  1872-73 1 5*950 

New  York,  1871-72 15.717 

Pennsylvania,  1872 17,680 

Illinois,  1871-72 8,108 

Minnesota,  1872-73 3,434 

United  States,  about  1871-72 

19 


Gross 

Receipts^ 

Proportion  ^ 
Earnings  to  Exp., 

Net 

Earnings  t 
Per  mile. 

per  mile. 

per  mile. 

$11,94* 

. 49.25 

$6,060 

4,261 

15.950 

• 73-29  - 

15,717 

69.03 

4,868 

17,680 

. 6400 

6,361 

8,108 

65.61 

*.789 

3.434 

79.80 

690 

8,256 

65.00 

2,890 
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One  of  the  circumstances  which  have  made  American  rail- 
roads so  profitable  as  they  are  is  their  low  capital  cost.  We 
cannot  compare  this  with  that  of  the  railroads  of  all  Euro- 
pean countries,  but  it  is  nearly  four  times  as  great  in  Eng- 
land, three  times  as  great  in  France,  and  nearly  twice  as 
great  in  Germany  as  here,  and  the  average  income  per  dol- 
lar invested  is  probably  quite  as  great  here  as  in  Europe. 
Of  course  it  does  not  follow  that  the  income  is  as  satisfac- 
tory here  as  there.  These  points  are  well  worthy  of  consid- 
eration in  forecasting  the  future  of  railroad  construction  in 
this  country  and  abroad. 


CO-OPERATION  AND  MATERIAL  PROGRESS. 

Many  economists  have  supposed  that  the  co-operation 
system  from  which  so  much  was  expected,  has  proved  a 
failure.  In  England  and  here,  this  system  has  certainly 
fallen  far  short,  in  its  practical  results,  of  the  hopes  of  its 
philanthropic  founders.  In  Germany  and  Austria,  better 
results  are  reported.  In  August,  the  annual  meeting  of  the 
co-operative  soeiety  was  held  at  Vienna.  The  manager  of 
their  general  affairs,  Mr.  Schulze-Delitzsch,  presided.  From 
his  report,  it  appears  that  the  whole  body  of  the  co-operative 
societies  are  at  present  subject  to  the  same  law,  which  has 
been  introduced  into  Bavaria  and  Saxony,  and  which  imposes 
unlimited  liability  on  all.  In  Austria,  the  law  has  followed  a 
more  liberal  tendency  since  1872,  as  it  leaves  societies  free 
choice  to  be  roistered  as  either  limited  or  unlimited.  Ex- 
perience shows  that  this  greater  freedom  is  decidedly  the 
preferable  measure,  as  during  the  crisis,  the  Austrian  co-op- 
erative societies  have  kept  their  place  quite  as  well,  if  not 
better,  than  those  of  Germany.  There  is  no  reason  why  the 
poorer  classes  should  be  subject  to  harder  conditions  than 
the  wealthy.  The  Austrian  co-operative  societies  have  or- 
ganized themselves  in  a manner  similar  to  the  German,  and 
have  named  a general  manager,  common  to  all,  Herr  Her- 
mann Ziller.  These  societies  were  introduced  into  Austria 
full  ten  years  later  than  into  Germany,  still  they  have 
already  reached  the  number  of  1,017.  As  to  the  German, 
inclusive  of  the  Austrian  co-operative  societies,  Schulze- 
Delitzsch 's  report  shows  that  with  all  the  depression  of  busi- 
ness during  last  year,  they  have  continued  to  spread.  The 
manager  has  been  able  to  demonstrate  that  loan  societies 
( vorschuss-vereine ) alone  have  increased  from  2,639 
to  2,763  in  1875.  Besides,  in  1875  there  were  715  co-opera- 
tive societies  belonging  to  single  trades,  for  manufacturing 
purposes,  and  for  the  purchase  of  raw  materials  (against  600 
in  1874);  1,034  societies  for  the  purchase  of  cheap  victuals, 
(against  1,069  in  1874);  sixty-two  building  societies  (against 


Digitized  by  LjOOQle 


1876.] 


CO-OPERATION  AND  MATERIAL  PROGRESS. 


283 


fifty-five  in  1874).  It  is  remarkable  that  the  co-operative  so- 
cieties met  the  dangers  of  the  crisis  of  1857  and  1873,  much 
more  successfully  than  bank  or  other  joint-stock  companies. 
The  manager  has  not  yet  received  the  returns  of  the  whole 
of  these  4,000  co-operative  societies ; we  can,  therefore,  not 
enumerate  the  transactions  of  all.  The  number  of  their 
members  is  1,360,000 ; the  total  amount  of  their  business 
transactions  reached  $650,000,000,  and  their  stock  in  shares 
amounts  to  $40,000,000  to  $42,500,000;  their  deposits  and 
loans  amount  to  $88,750,000  to  $90,000,000.  It  is  a surpris- 
ing fact  that  of  1,360,000  members,  but  37,248  are  workmen, 
all  the  rest  consists  of  independent  tradespeople,  farmers, 
employees,  &c.,  &c.  The  workpeople  are  exclusively  members 
of  societies  for  the  purchase  of  victuals.  It  must  be  noted 
that  in  larger  towns,  societies  for  the  purchase  of  raw  mate- 
rials are  beginning  to  amalgamate  with  societies  for  manu- 
facturing purposes. 

The  exact  and  detailed  returns  of  loan  societies,  which 
were  addressed  to  the  manager,  amounted  but  to  815.  These 
815  societies  count  418,251  members.  The  loans  and  renew- 
als granted,  amounted  to  $373,912  for  1875.  Their  capital 
in  shares  to  $22,992,497.  Debts  contracted  amounted  to 
$ 52,475,471;  saving  deposits  to  $301065,754.  The  179  socie- 
ties for  victuals,  count  98,055  members,  who  deposited  a 
stock  of  $728,066,  and  reserved  funds  amounting  to  $125,852. 
Their  debts  amounted  to  $607,396.  A detailed  analysis  of 
the  co-operative  societies  and  their  members,  is  of  great  use 
for  a just  appreciation  of  the  economical  use  of  these  institu- 
tions. Of  all  the  loan  societies  but  731  sent  schedules  con- 
taining exact  information.  The  total  of  their  members 
amounts  to  342,723  for  1875.  Amongst  these  number  72,001 
male,  and  2,804  female  independent  farmers,  gardeners,  for 
esters,  and  fishers ; 8,659  male  and  582  female  helps  to  farm- 
ers, gardeners,  foresters,  and  fishers;  13,020  male  and  279 
female  manufacturers,  proprietors  of  mines,  and  builders ; 
111,418  male  and  3,828  female  independent  workpeople; 
16,871  male  and  565  female  factory  workpeople,  miners,  jour- 
neymen ; 23,398  male  and  2,113  female  independent  mer- 
chants and  tradespeople;  2,408  male  and  116  female  shop- 
people  and  other  commercial  helps ; 16,907  male  and  819 
female  owners  of  vehicles  and  ships,  hotels  and  public-houses ; 
6,968  male  and  sixty-three  female  postmen,  imperial  railway, 
telegraph,  and  post  officials,  railway  workmen,  dependent 
Jboatmen,  waiters,  &c. ; 2,592  male  and  948  female  servants 
and  commissioners ; 23,963  male  and  969  female  doctors, 
apothecaries,  schoolmasters,  artists,  authors,  employees  of 
the  Church,  the  State,  the  commune  ; 9,724  male  and  12,708 
female  pensioners,  capitalists,  and  other  persons  without  a 
calling. 

The  co-operative  societies  for  the  purchase  of  raw  material 
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existing  in  Germany  and  Austria,  are  the  following : eighty- 
five  for  shoemakers,  twenty-nine  for  tailors,  thirteen  for 
blacksmiths  and  locksmiths,  ten  for  carpenters  and  coach- 
makers,  six  for  weavers,  five  for  pencilmakers,  four  for  book- 
binders, three  for  saddlers  and  upholsterers,  two  for  builders 
(both  in  Hamburg),  two  for  basket-makers,  two  for  tanners, 
two  for  glaziers,  one  for  photographers  (in  Berlin),  one  for 
earthenware,  one  for  bakers  ( in  Bremen ),  one  for  millers,  one 
for  glove-makers,  fifty-six  for  agricultural  raw  materials  and 
victual,  seventy-two  for  the  purchase  of  agricultural  machines, 
tools,  &c.,  thirty-nine  for  the  purchase  and  rearing  of  cattle. 
Co-operative  societies  for  the  purchase  of  raw  materials  and 
co-operative  sales  : — twenty-four  for  carpenters,  pianoforte, 
and  chair-makers,  fourteen  for  tailors,  eight  for  tradehalls, 
two  for  boot-makers,  two  for  upholsterers,  one  for  weavers 
and  cloth-makers,  one  for  turners,  one  for  sieve-makers,  one 
for  coals,  and  one  for  arms  and  guns.  Manufacturing  co-op- 
erative societies : — thirty-six  for  carpenters,  instrument-makers, 
and  similar  trades,  twenty-three  for  spinners  and  weavers, 
twenty-one  for  tailors,  seventeen  for  book  and  stone  printers, 
ten  for  cigar-makers,  ten  societies  for  industrial,  commercial, 
and  mining  purposes,  nine  for  the  production  of  flour  and 
bread,  eight  for  shoemakers,  eight  for  building  trades,  seven 
for  the  production  of  spirits  and  brandy,  six  for  bookbinders 
and  leather-workers,  five  for  machine  builders,  five  for  the 
production  of  earthenware,  four  for  the  production  of  sugar, 
three  for  gilders,  three  for  brewers,  two  for  sewing  machines, 
two  for  watch-makers,  two  for  glaziers,  painters,  and  var- 
nishers,  two  for  the  production  of  starch,  two  for  personal 
services,  one  for  brush  and  comb-makers,  one  for  jewelers, 
one  for  upholsterers,  one  for  granite  and  marble  works,  one 
for  mechanics,  one  for  sculptors,  one  for  butchers,  and  one 
for  the  production  of  arms.  The  managers  have,  besides,  re- 
ceived notice  of  the  following  societies  : — eighty  cheese  mak- 
ing societies,  nine  wine-producing  societies,  three  for  the 
growth  of  hops,  two  for  the  breeding  of  cattle,  one  for  the 
production  of  sewage,  fifteen  assurance  societies,  and  sixteen 
societies  of  different  kinds.  The  organization  of  these  socie- 
ties is  very  simple.  But,  one  great  difficulty  in  the  path  of 
their  success  seems  to  be  the  want  of  a reserve  fund  to  en- 
able them  to  tide  over  a period  of  loss  and  depressed  trade. 
Another  difficulty  still  more  insuperable,  is  that  of  obtaining 
good  management.  The  men  are  few  who  are  capable  of 
conducting  such  establishments,  and  such  men  usually  con- 
trive to  go  into  business  on  their  own  account. 
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THE  REPORT  OF  THE  BANK  OF  FRANCE. 

Although  France  has  suffered  less  from  the  depression  of 
trade  than  any  other  European  country,  there  are  some  indi- 
cations that  a change  is  taking  place.  The  journal  Des  Econo- 
mistes  points  out  the  indications  of  diminished  activity  in 
business,  in  an  article  on  the  Bank  of  France,  which  appears 
in  the  number  for  June.  The  dividend  of  the  bank  amounted 
to  200  francs  a share,  against  285  francs  for  the  previous 
year.  This  falling  off  was  the  more  noteworthy,  inasmuch  as 
the  profits  of  the  year’s  business  were  not  sufficient  for  it, 
and  the  surplus  of  the  bank  had  to  be  drawn  upon  for  a 
portion  of  it.  Two  causes  are  assigned  for  the  diminution  of 
the  profits  of  the  bank.  First,  the  depression  which  causes 
less  demand  for  accommodation,  and  secondly,  the  partial 
paralysis  of  credit,  which  causes  capital  to  accumulate  and 
to  shrink  in  distrust  from  many  investments  which  formerly 
were  in  high  favor.  The  subjoined  facts  as  to  the  history  of 
the  Bank  of  France,  are  peculiarly  interesting  in  connection 
with  the  statements  heretofore  given  on  the  subject : 

La  Banque  Generale  was  organized  at  Paris,  by  John 
Law,  in  1716.  It  was  a private  bank  with  a capital  of  six 
million  livres,  divided  into  1,200  shares,  one-fourth  payable  in 
specie  and  three-fourths  in  Government  notes.  The  bank  had 
the  power  to  issue  notes  payable  at  sight  to  bearer,  to  dis- 
count commercial  paper,  and  to  receive  money  on  deposit. 
It  soon  became  entangled  with  the  notorious  Mississippi  com- 
pany. Its  directors  were  intoxicated  with  the  absurd  idea 
that  the  National  debt  of  France,  $70,000,000  francs  in 
amount,  might  be  paid  out  of  an  empty  treasury;  and  it  was 
established  at  a time  when  the  King  claimed  the  legal  power 
of  giving  an  artificial  value  not  only  to  the  coinage  of 
France,  but  to  shares  in  any  scheme,  however  wild,  in  which 
he  might  be  interested.  Hence,  Law’s  bank  proved  unable  to 
resist  the  temptation  to  expand  its  operations  too  far,  and 
after  a brief  and  ruinous  career,  during  which  it  strained  its 
credit  to  an  extent  previously  unknown,  it  fell  into  utter 
ruin,  spread  insolvency  and  terror  throughout  the  nation,  and 
gave  a shock  sufficient  to  discourage  the  formation  of  any 
bank  in  France  for  many  years.  About  fifty  years  after  this 
disaster,  a bank  of  discount  was  established  in  Paris,  in  1876. 
By  an  order  of  the  council  of  State  this  new  bank  was  au- 
thorized to  discount  bills,  to  deal  in  gold  and  silver  bullion, 
and  to  receive  money  on  deposit.  After  contending  with 
grave  difficulities,  this  bank  succumbed  when  the  issue  of  as- 
signats by  the  revolutionary  government  rendered  banking 
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operations  impossible.  When  order  was  restored,  a bank  of 
discount  was  established  in  Paris,  entitled  the  **  Catss^  cUs 
Comptes  Courants”  but  its  credit  was  never  very  good,  and  it 
was  ruined  as  soon  as  one  of  its  directors  absconded  with  a 
large  sum  of  money  belonging  to  the  bank.  The  growth  of 
productive  industry  in  France  required  banking  facilities,  and 
Napoleon,  sustained  by  his  finance  Minister,  M.  Mollien,  urged 
on  the  principal  bankers  and  capitalists  of  France,  at  the 
head  of  whom  was  M.  Perregaux,  a financier  of  sound  views 
and  large  experience,  to  establish  a new  banking  institution 
for  the  discount  of  commercial  paper,  and  the  issue  of  notes 
payable  to  bearer.  The  government  promised  to  assist  the 
formation  of  such  a bank.  First,  it  permitted  one-half  of  the 
sum  paid  in  as  a guarantee  to  the  Receiver  General  of  taxes, 
to  be  invested  in  shares  of  the  bank,  and  secondly,  it  en- 
gaged that  all  the  funds  received  by  the  State,  should  be 
paid  to  the  bank  in  open  account.  The  proposal  having  been 
accepted,  a decree  of  the  2d  Nivose  An.  VIII  gave  to  this  so- 
ciety the  name  of  the  Bank  of  France,  and  shortly  after,  a 
general  meeting  was  held,  when  the  bank  was  established 
with  a capital  of  30,000,000  francs,  or  six  million  dollars, 
and  operations  were  commenced  in  the  spring  of  the  year 
1800.  Although  this  bank  was  a private  institution  with  no 
monopoly  of  note  issues,  it  was  started  under  the  best  possi- 
ble auspices.  Its  credit  was  excellent,  Napoleon  was  earn- 
estly disposed  to  strengthen  it ; and  so  its  management  was 
such  as  to  secure  general  confidence,  but  soon  after,  the  rup- 
ture of  the  peace  of  Amiens  began  to  try  its  power  of  stem- 
ing  the  tide  of  war  finance.  Mollien  was  anxious  for  the 
safety  of  the  bank,  and  seeing  that  the  circulation  of  paper 
money  by  the  other  banks  might  prove  a source  of  difficulty, 
and  that  these  banks,  the  Caisse  d'Escompte  du  Commerce  and 
the  Caisse  des  Comptes  Courants,  were  too  weak  to  stand,  he 
forthwith  proposed  to  amalgamate  them  with  the  Bank  of 
France,  and  to  suspend  their  separate  issues.  Napoleon  con- 
sented, and  by  the  law  of  24  Germinal  An.  XI,  (April,  1803), 
gave  to  the  Bank  of  France  a regular  constitution;  the  first 
clause  of  which  provided  that  the  company  formed  in  Paris 
under  the  name  of  the  Bank  of  France,  should  alone  enjoy 
the  right  of  issuing  notes  payable  to  bearer.  The  capital  of 
the  bank  was  then  increased  to  forty-five  million  francs,  or 
$ 9,000,000.  Its  management  was  placed  in  the  hands  of  fif- 
teen regents  and  three  censors,  chosen  by  the  shareholders, 
seven  of  whom  with  the  three  censors  were  to  be  merchants 
and  manufacturers.  So  long  however,  as  the  war  continued, 
and  the  wants  of  the  State  increased  at  a rapid  rate,  check- 
ing commerce  and  navigation  so  as  to  threaten  their  complete 
ruin,  it  was  impossible  for  the  bank  to  prosper,  and  its  posi- 
tion was  greatly  weakened.  Whilst  the  armies  of  France  met 
with  but  various  success,  a rumor  spread  that  Napoleon  had 
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carried  all  the  capital  of  the  bank  away  with  him  to  Ger- 
many. This  rumor  might  have  proved  fatal  had  not  the  vic- 
tory of  Austerlitz  soon  swept  away  all  discredit  aud  restored 
public  confidence  to  the  bank.  On  his  return  to  Paris  Napo- 
leon gave  to  the  bank  a stronger  organization  and  connected 
it  more  intimately  with  the  State,  though  not  so  as  to  de- 
stroy its  independent  character.  By  the  law  of  1806,  the 
privileges  of  the  bank  were  renewed  for  twenty-five  years 
longer,  and  the  capital  was  increased  to  90,000,000  francs,  or 
^ 18,000,000,  exclusive  of  the  surplus.  The  management 
which  had  previously  been  in  the  hands  of  a committee 
chosen  by  the  general  council,  was  vested  in  a Governor  and 
two  Sub-Governors,  nominated  by  the  Emperor.  The  func- 
tions of  the  bank  were  declared  to  be  the  discounting  of 
commercial  paper  not  having  more  than  three  months  to  run, 
and  the  receiving  of  money  on  open  account  and  on  simple 
deposit.  When  the  empire  fell,  the  bank  was  obliged  to  re- 
strict its  payments  of  cash  to  500,000  francs  in  a day.  This 
restriction  continued  from  the  i8th  January  to  the  14th 
April,  1814.  The  bank  at  length  was  left  without  any  Gov- 
ernor, and  its  management  had  to  be  entrusted  to  M.  Lafitte, 
one  of  the  censors.  After  the  restoration  of  peace,  industry 
revived  and  the  large  towns  of  France  felt  the  want  of  bank- 
ing facilities.  As  the  Bank  of  France  had  reduced  its  capital, 
and  contracted  its  business  and  restricted  its  operations 
chiefly  to  Paris,  the  Government  took  advantage  of  the  au- 
thority reserved  to  the  State  by  the  law  of  1803,  to  establish 
special  banks  in  the  departments  whh  the  privilege  of  issu- 
ing notes.  Nine  such  banks  were  opened  at  Rouen,  Nantes, 
Bordeaux,  Lyons,  Marseilles,  Lille,  Havre,  Toulouse,  and  Or- 
leans. They  gave  such  an  impulse  to  business  and  succeeded 
so  well  that  the  Bank  of  France  was  induced  to  open 
branches  at  Rheims,  St.  Etienne,  St.  Quentin,  Montpellier, 
Grenoble,  and  Angouleme.  Between  1835  and  1840  six  local 
banks  and  six  branches  of  the  Bank  of  France  were  thus  or- 
ganized, in  the  most  active  centres  of  the  French  industry. 

From  1840  to  1845  the  Bank  of  France  advanced  in  credit 
and  prosperity;  opening  branches  at  Besancon,  Caen,  Cha- 
teauroux,  Clermont-Ferrand,  Mulhouse,  Strasbourg,  Lemans, 
Nines,  and  Valenciennes.  But  the  revolution  of  1848  again 
caused  a disturbance  in  banking  and  finance,  and  the 
strength  of  the  bank  was  severely  tried.  From  the  26th 
February  to  the  15th  March  the  bank  discounted  $25,000,000 
of  paper  in  Paris  alone,  and  $8,600,000  in  the  Departments. 
Next  it  was  compelled  to  repay  to  the  Government  $15,400,000 
out  of  $25,000,000  deposited  at  the  bank  in  open  account  ex- 
clusive of  $2,200,000  put  at  the  disposal  of  the  Government 
for  the  public  service.  On  the  evening  of  the  14th  March  it 
was  reduced  to  $14,000,000,  and  on  the  15th  a decided  panic 
set  in;  the  bank  being  crowded  with  people  demanding  coin 
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for  their  notes.  So  that  in  one  day  more  than  $2,000,000 
had  to  be  paid  in  specie.  This  strain  on  the  bank  was  too 
severe  to  last.  On  the  next  day  the  provisional  government 
authorized  the  suspension  of  specie  payments,  limiting  the 
amount  for  which  notes  might  be  issued  to  $70,000,000,  and 
ordering  the  periodical  publication  of  the  accounts  of  the 
bank;  a similar  measure  being  also  passed  for  the  nine  de- 
partmental banks,  whose  aggregate  issues  were  limited  to 
$20,400,000.  By  declaring  both  the  notes  of  the  Bank  of 
France  and  of  the  departmental  banks  legal  tender,  different 
kinds  of  paper  money  were  practically  in  circulation,  with 
the  inconvenience  that  the  notes  of  each  bank  were  a legal 
tender  only  within  the  departments  where  they  were  in  cir- 
culation. The  evil  of  such  a system  was  so  conspicouus  that, 
to  put  an  end  to  it,  on  the  27th  April,  1848,  a decree  was 
issued  uniting  all  the  departmental  banks  with  the  Bank  of 
France,  and  granting  to  their  shareholders  so  many  shares  of 
that  bank  in  exchange  for  those  of  the  banks  thus  canceled. 
The  capital  of  the  Bank  of  France  was  then  increased  to 
91,000,000  francs  or  $18,200,000,  and  the  issue  of  notes  by 
the  Bank  of  France  and  its  branches  was  raised  to  the  ag- 
gregate of  $90,000,000.  The  suspension  of  specie  payments 
was  followed  at  first  by  a slight  depreciation  of  the  bank 
notes,  but,  the  issue  being  kept  within  the  closest  limits,  the 
notes  soon  regained  what  they  had  lost,  and  the  bank  was 
able  to  sustain  its  credit,  to  offer  the  usual  facilities  to  com- 
merce, and  to  render  important  service  to  the  Government. 
In  March,  1848,  the  bank*  lent  $10,000,000  on  Treasury  notes, 
and  a law,  passed  in  1848,  authorized  the  State  to  borrow 
$30,000,000  from  the  bank.  But  in  proportion  as  the  notes 
of  the  Bank  of  France  were  freely  circulated  in  the  channels 
of  business  so  the  coin  disappeared  from  popular  use  and 
specie  found  its  way  to  the  bank.  On  the  2 2d  November, 
1849,  the  bank  had  $82,600,000  in  coin,  and  its  note  issues 
amounted  to  $88,400,000.  The  institution  had  practically  be- 
come a bank  of  discount  and  deposit,  rather  than  a bank  of 
issue.  The  public  preferred  notes  to  cash,  but  the  bank  was 
anxious  to  dispose  of  as  much  as  possible  of  the  precious 
metals  which  were  lying  idle  in  its  coffers.  As  soon  as  gen- 
eral business  improved  the  bank  hastened  to  resume.  At  its 
own  request  the  law  of  the  6th  August,  1850,  was  passed, 
which  abrogated  all  the  decrees  of  1848  relative  to  the  sus- 
pension of  cash  payments,  as  well  as  the  imposition  of  any 
limits  to  the  issue  of  notes,  and  placed  the  bank  in  precisely 
the  same  condition  as  previous  to  suspension. 

Since  that  time  the  bank  has  had  a steady  course  of  prog- 
ress. During  the  whole  reign  of  Napoleon  III  its  operations 
increased  rapidly  with  the  enormous  growth  of  internal  and 
external  trade.  The  amount  of  its  discounts  in  1815  was 
$40  ,000,000,  in  1835  $90,000,000,  in  1855  $750,000,000,  in  1865 
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$1,200,000,000,  1873  $2,921,915,440,  and  in  1874  $2,443,925,440. 
The  issues  of  the  bank  in  1815  were  $5,000,000,  in  1835 
$45,000,000,  in  1855  $130,000,000,  and  in  1865  $165,000,000. 
They  are  at  present  $500,240,000  against  $415,210,000  of 
coin  reserve,  and  though  times  of  peril  have  come  upon  the 
Bank  of  France,  as  upon  the  Bank  of  England,  it  has  been 
observed  that,  while  England  suffered  immensely  in  the  crises 
of  1847,  1866,  in  each  of  which  the  London  joint- 

stock  banks  were  so  weak  in  their  reserves  that  the  act  of 
1844  had  to  be  suspended,  the  Bank  of  France  maintained 
itself  without  help,  and  had  its  coffers  amply  supplied  with 
coin  reserves.  On  the  9th  of  June,  1867,  the  privileges  of  the 
bank  were  renewed  for  thirty  years,  till  the  31st  December, 
1897,  and  its  capital  was  increased  to  182,500,000  francs  or 
$36,500,000,  exclusive  of  the  reserve.  Since  1848  France  has 
had  but  one  bank  of  issue.  No  limitation  has  been  made  by 
law  to  the  aggregate  of  bank  notes,  except  during  the  sus- 
pension of  specie  payments,  when  the  bank  has  usually  kept 
its  reserves  much  below  the  legal  maximum.  The  law  of 
1857  authorized  the  establishment  of  eighty-nine  branches,  so 
that  one  at  least  might  be  in  operation  in  each  Department. 
Seven  of  these  branches  are  still  to  be  organized. 


ELEMENTARY  PRINCIPLES  APPLICABLE  TO  THE 
USE  OF  GOLD  AND  SILVER  AS  MONEY, 

BY  ALBERT  W.  PAINE. 

Coining  money  consists  substantially  in  dividing  a valua- 
ble metal  into  pieces  of  a determined  weight  and  fineness, 
and  of  a convenient  form  to  pass  in  exchange  for  other 
things  of  value. 

As  money  is  used  as  a measure  of  value,  it  is  important 
to  have  a clear  idea  of  what  is  meant  by  the  word  va/ue. 
The  word  is  in  common  use  and  has  a popular  signification 
denoting  the  amount  of  money  which  anything  will  bring. 
Writers  upon  political  economy  use  the  term  to  denote  the 
exchange  value  of  anything  or  its  power  of  purchasing,  that 
is,  the  command  which  its  possession  gives  over  purchasable 
things  in  general.  To  denote  money  value  or  the  amount  of 
money  anything  will  bring  they  use  the  term  price.  The  dis- 
tinction between  the  two  is  a matter  of  common  observation. 
In  times  when  there  is  great  complaint  of  the  scarcity  of 
money,  if  any  one  wishes  to  exchange  commodities  for  money 
he  must  take  less  than  the  usual  price,  but  at  the  same 
time,  if  he  exchanges  one  commodity  for  another  he  obtains 
just  as  much  as  usual.  The  money  value  or  the  price  of  ar- 
ticles has  fallen,  the  real  or  the  exchangeable  value  remains 
the  same. 
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We  may  trace,  out  the  general  signification  of  the  term 
value,  as  applied  to  commodities,  by  noting  the  objects  it  is 
applied  to.  It  is  only  applied  to  things  which  require  some 
effort  to  prepare  them  for  use,  as  the  products  of  human 
labor.  Such  natural  objects  as  air,  water,  and  light  are  not 
called  valuable.  To  be  valuable  a thing  must  also  be  adapt- 
ed to  some  use,  capable  of  satisfying  some  want  or  desire. 
If  a thing  is  not  wanted,  however  much  labor  it  may  have 
cost,  it  is  not  valuable.  No  one  will  exchange  a thing  which 
is  wanted  for  one  which  is  not  wanted.  Valuable  things 
then  are  the  products  of  human  labor  which  are  capable  of 
serving  human  wants.  It  is  evident  that  things  represent 
different  degrees  of  labor,  and  have  the  capacity  of  serving 
human  wants  in  different  degrees,  and  therefore,  value  must 
be  of  different  degrees. 

We  may  get  a clearer  idea  of  what  is  meant  by  exchange 
value,  if  we  suppose  all  things  which  are  produced  by  human 
labor  to  be  arranged  in  a scale  consecutively,  according  to 
their  use  ’ in  serving  human  wants,  from  the  least  to  the 
greatest.  The  position  of  each  article  in  that  scale  would 
seem  to  represent  what  is  signified  by  the  term  exchange 
value,  that  is,  its  relative  importance  in  serving  human  wants. 
Now,  the  position  of  any  article  in  the  scale  would  depend 
upon  the  intensity  of  human  wants  or  the  desire  to  obtain 
it,  and  the  desire  to  obtain  it  would  depend  in  some  measure 
on  the  amount  of  labor  required  for  its  production.  The 
desire  for  an  article  may  be  sufficiently  strong  to  induce  any 
one  to  part  with  a large  portion  of  his  means  to  obtain  it, 
or  the  desire  may  be  limited  to  a very  small  outlay.  The 
real  value  of  an  article  then  depends  upon  these  two  vari- 
able quantities  — human  wants  and  cost  of  production.  By 
human  wants  is  meant  the  desire  for  a thing  which  may  be 
gratified.  Human  wants  may  be  said  to  be  infinite,  but 
human  wants  that  may  be  gratified,  are  limited,  often  very 
much  so,  depending  upon  the  means  at  command  to  com- 
pensate for  the  labor  of  production.  Each  and  every  person 
has  a certain  amount  of  labor  or  other  means  at  his  com- 
mand to  exchange  for  what  he  desires.  He  is  obliged  to 
limit  the  gratification  of  his  desires  to  his  means.  If  he  ob- 
tains more  of  one  article  he  must  be  satisfied  with  less  of 
another.  And  what  is  true  of  each  one  of  the  human  family 
must  be  true  of  all,  so  that  the  entire  human  demand  for 
satisfying  human  desires  is  a certain  quantity,  which  is  sub- 
ject only  to  light  and  very  gradual  changes.  If  any  article 
in  the  scale  of  values  can  be  furnished  with  less  labor  than 
formerly,  it  falls  in  the  scale,  and  every  one  who  desires  it, 
obtains  it  at  less  cost,  that  is,  he  may  obtain  it  by  exchang- 
ing a less  quantity  of  some  other  article  for  it.  It  is  plain 
that  exchange  values  cannot  be  increased  for  all  articles.  If 
the  value  of  any  article  is  increased,  it  goes  up  in  the  scale 
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of  values,  but  the  articles  which  it  is  thus  made  to  surpass 
in  value  are  correspondingly  crowded  down.  The  position  is 
illustrated  by  a class  of  schoolboys,  whose  position  in  the 
class  is  supposed  to  indicate  their  merits.  If  the  boy  at  the 
foot  goes  up  to  the  head  the  relative  merits  of  the  whole 
class  is  not  changed,  but  only  differently  distributed.  If  he 
goes  above  several,  that  number  is  reduced  in  rank  to  make 
a place  for  him. 

EXPRESSION  OF  VALUE. 

Exchangeable  value  being  a relative  term  indicating  the 
proportion  which  one  article  bears  to  another  in  making  ex- 
changes, it  was  found  convenient  to  have  some  means  of  ex- 
pressing the  exact  position  which  any  article  occupied  in  the 
scale  of  values.  This  was  done  by  taking  some  one  article 
in  the  scale  and  comparing  all  others  with  it.  Any  article 
might  be  said  to  be  high  or  low  in  the  scale  of  values,  but 
precisely  what  degree  it  occupied  in  the  scale  could  not  be 
expressed  without  some  measure  or  standard.  A variety  of 
articles  have  been  used  for  this  purpose  in  the  early  ages, 
but  gold  and  silver  have  herein  superseded  the  use  of  all 
other  things  in  modern  times.  A bushel  of  wheat  might  be 
used  for  this  purpose.  We  should  then  say  that  any  article 
was  worth  a bushel  of  wheat,  or  more  or  less  than  a bushel 
of  wheat.  This  would  convey  a distinct  idea  of  the  value  of 
anything. 

For  many  reasons  gold  and  silver  have  been  found  more 
desirable  for  this  purpose,  and  a certain  quantity  of  gold 
and  a corresponding  value  of  silver  have  been  taken,  called 
for  convenience  a dollar,  with  which  the  value  of  all  other 
articles  is  compared.  We  say  of  any  article  which  is  just  as 
desirable  as  25.8  grains  standard  gold  (9-10  fine)  that  it  is 
worth  a dollar.  If  it  is  more  or  less  desirable  it  is  worth 
more  or  less  than  a dollar. 

We  may  see  a certain  analogy  between  the  terms  value 
and  distance.  We  say  of  two  points  separated  in  space,  as 
Washington  and  New  York,  there  is  distance  between  them. 
This  distance  is  an  appreciable  quantity,  but  in  order  to  ex- 
press the  precise  quantity,  we  must  have  some  standard  or 
measure  of  distance  to  compare  it  with.  We  have  such  a 
standard  in  inches,  rods  and  miles.  We  have  a similar  stand- 
ard of  values  in  dollars. 

There  is  a remarkable  difference  between  the  standards  of 
value  and  distance.  We  may  choose  a standard  of  distance 
which  is  practically  an  invariable  quantity,  but  no  invariable 
standard  of  value  can  be  found  ; the  value  of  every  article 
depending  upon  variable  quantities,  the  cost  of  production, 
and  the  human  desire  for  the  article.  In  this  respect  gold 
and  silver  are  like  all  other  articles,  and  are  therefore  mov- 
ing up  and  down  in  the  scale  of  values.  The  changes  have, 
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however,  been  so  gradual  as  not  to  interfere  seriously  with 
their  use  as  measures  of  value,  although  it  is  supposed  that 
a pound  of  gold  in  the  time  of  Christopher  Columbus  had 
nearly  double  its  present  value. 

WHAT  IS  MEANT  BY  A SINGLE  AND  WHAT  BY  A DOUBLE 
STANDARD. 

If  we  take  a piece  of  gold  weighing  a certain  number  of 
grains,  and  give  it  the  name  of  a dollar,  we  say  of  any  arti- 
cle, in  designating  its  value,  that  it  has  the  value  of  so 
many  dollars,  meaning  a certain  number  of  pieces  of  gold 
each  of  the  weight  of  a dollar.  Whenever  money  value  is 
mentioned,  it  is  always  with  reference  to  that  standard. 
This  is  a single  standard. 

If  we  take  a piece  of  gold  weighing  a certain  number  of 
grains,  and  a piece  of  silver  weighing  a certain  number  of 
grains,  and  give  them  equal  legal  power  in  exchange,  by  mak- 
ing them  equally  a legal  tender  in  exchange  for  other  articles, 
and  call  each  a dollar,  we  then  mean,  when  we  say  that  any 
article  has  the  value  of  one  dollar,  that  it  is  equal  in  value 
to  and  may  be  exchanged  for  the  piece  of  gold  called  a dol- 
lar or  the  piece  of  silver  called  a dollar,  at  the  option  of 
the  party  paying.  This  is  called  a double  standard. 

Now  it  is  evident  that  if  the  quantity  of  metal  in  the  two 
pieces  is  proportioned  exactly  to  the  market  price  of  the  two 
metals,  there  would  be  no  inducement  for  the  purchaser  to 
prefer  one  coin  over  the  ocher,  and  he  would  pay  in  either ; 
but  suppose  the  number  of  grains  of  silver  in  the  silver  dol- 
lar are  worth  more  in  the  market  than  the  number  of  grains 
of  gold  in  the  gold  dollar,  then  the  purchaser  would  find  it 
for  his  interest  to  pay  with  the  gold  dollar.  In  such  case 
the  law  would  recognize  a double  standard,  but  practically 
there  would  be  but  one  standard,  for  all  payments  w^ould  be 
made  in  the  cheap  dollars,  that  is,  the  gold  dollars,  and  the 
silver  dollars  would  command  a premium. 

Again,  if  the  number  of  grains  of  silver  in  the  silver  dol- 
lar were  worth  less  in  the  market  than  the  number  of  grains 
of  gold  in  the  gold  dollar,  then  payments  would  be  made  in 
silver  dollars,  and  the  gold  dollars  would  command  a pre- 
mium. In  this  case  the  practical  standard  would  be  the  sil- 
ver dollar. 

We  see  then  that  both  metals  would  only  be  used  as  a 
practical  standard  simultaneously  so  long  as  the  proportion- 
ate values  of  the  two  coins  corresponded  with  the  market 
values  of  the  two  metals.  Very  slight  variations  in  price 
make  it  profitable  to  withdraw  one  or  the  other  kind  of 
coins  from  circulation,  and  it  has  been  found  impracticable 
to  make  an  adjustment  of  the  coins  to  the  real  values  of  the 
two  metals  which  would  continue  for  any  considerable 
period. 
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Two  standards  or  measures  of  value  which  cannot  be  kept 
absolutely  identical  are  precisely  the  same  as  two  yard-sticks 
which  are  subject  to  unequal  contraction  and  expansion. 
When  they  happen  to  correspond  in  length  they  increase  the 
facilities  for  measuring  by  furnishing  two  measures  instead 
of  one  ; but  when  they  are  of  unequal  length,  then  every 
one  who  sells,  having  the  option  by  law,  chooses  the  short 
one.  So  of  the  two  metals  stamped  with  unequal  values  by 
the  government,  every  one  who  pays  money,  having  the 
option  by  law,  chooses  the  least  valuable.  This  variation  in 
the  proportions  of  the  values  of  the  two  metals  may  arise 
from  a change  in  the  cost  of  production  of  one  or  the  other, 
or  it  may  arise  from  a change  in  human  wants.  Some  sub- 
stitute may  be  found  to  take  the  place  of  one  or  the  other 
in  the  mechanic  arts,  or  the  habits  of  people  may  change,  so 
that  they  do  not  need  or  desire  the  same  articles  as  formerly. 

The  difficulty  of  adjustment  of  the  coins  in  two  metals  is 
shown  by  the  history  of  coinage  in  all  countries.  England 
offers  us  a good  example.  By  reference  to  Professor  Jevon’s 
late  work  on  Money^  &c.,  we  find  that  silver  was  the  only 
metal  coined  in  England  from  the  time  of  Egbert  to  that  of 
Edward  III,  with  the  doubtful  exception  of  a very  few  small 
pieces  of  gold.  Silver  was  the  sole  legal  tender  and  measure 
of  value,  and  few  coins  except  silver  pennies  were  issued. 
But  in  time  gold  was  found  to  be  more  convenient  for 
the  payment  of  large  sums,  and  gold  byzants,  from  Byzan- 
tium, were  used  in  England,  and  the  gold  coins  of  Florence, 
thence  called  florins,  were  much  esteemed  in  England,  as 
well  as  in  other  parts  of  Europe.  In  the  time  of  the  Plan- 
tagenets  of  England,  the  demand  for  gold  coins  induced  the 
government  to  coin  gold,  and  the  rates  at  which  gold  coins 
should  be  exchanged  for  silver  coins  was  fixed  by  law.  After 
a time,  however,  the  proportionate  values  of  the  two  metals 
changed,  the  one  becoming  cheaper  or  the  other  dearer,  and 
it  was  found  necessary  to  adjust  the  relative  values  of  the 
two  kinds  of  coins  to  the  relative  changed  values  of  the  two 
metals.  This  was  done  from  1257  to  1664  by  royal  procla- 
mation. From  1664  to  1717  no  proclamations  were  made 
upon  the  subject,  and  the  value  of  the  guinea  was  allowed  to 
vary  in  terms  of  the  shilling.  At  one  time  it  rose  to  nearly 
30X.,  owing  partially  to  the  decreased  value  of  silver,  but 
chiefly  to  the  clipped  and  worn  state  of  the  silver  money. 
Thus  during  all  this  period  silver  was  made  the  standard. 

In  1717  Sir  Isaac  Newton,  Master  of  the  Mint,  made  a re- 
port on  the  best  measures  to  be  adopted  to  adjust  the  cur- 
rency. He  recommended  that  the  government  should  revert 
to  the  practice  of  fixing  the  price  of  the  guinea,  and  sug- 
gested 2\s,  as  the  best  rate.  At  this  rate  gold  was  overval- 
ued by  rather  more  than  one  and  a half  per  cent. ; to  that 
extent  it  was  more  valuable  as  currency  than  as  metal.  Sil- 
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ver  was  therefore  undervalued  in  coin,  and  was  more  valua- 
ble as  bullion.  It  was  therefore  melted  down,  and  gold  be- 
came the  money  in  use,  and  therefore  practically  the  stand- 
ard, and  it  has  continued  so  ever  since,  although  it  was  not 
till  i8i6  that  the  law  was  passed  which  made  gold  the  sole 
legal  standard.  That  was  done  by  making  gold  coins  a legal 
tender  for  all  sums,  and  restricting  the  legal  tender  of  silver 
coins  to  sums  of  40^. 

united  states  coinage. 

The  history  of  coinage  in  the  United  States  shows  a course 
of  proceedings  analogous  to  that  of  Great  Britain.  The 
first  coinage  act  was  passed  in  1792.  The  eagle  was  to  con- 
sist of  247^  grains  of  pure  gold,  or  270  grains  standard  gold 
(11-12  fine) — the  alloy  to  be  of  silver  and  copper,  not  more 
than  one-half  silver ; smaller  coins  in  the  same  proportion. 

The  silver  dollar  was  to  be  of  the  value  of  the  Spanish 
milled  dollar,  as  then  current,  to  consist  of  37 grains  pure 
silver,  or  416  grains  standard  silver  {89^  one-hundredths  fine 
nearly) — the  alloy  to  be  wholly  of  copper.  Both  coins  were 
a legal  tender  for  all  amounts,  and  the  coinage  was  not  lim- 
ited— that  is,  bullion  of  either  metal  could  be  exchanged  for 
coin. 

The  proportional  value  of  gold  to  silver,  as  represented  in 
the  coinage,  was  15  to  i — that  is,  one  pound  in  weight  of 
gold  was  considered  equivalent  to  fifteen  pounds  of  silver. 

In  1834  the  weight  of  gold  coins  was  reduced.  The  eagle 
was  made  to  consist  of  232  grains  of  pure  gold,  or  258  grains 
standard  gold,  instead  of  247^  and  270,  and  smaller  coins 
were  reduced  in  the  same  proportion,  thus  giving  gold  a 
greater  value  with  respect  to  silver.  It  now  took  very  near- 
ly sixteen  pounds  of  silver  (15.988)  to  be  equal  to  one  pound 
of  gold. 

In  1837  a change  was  made  in  the  proportion  of  alloy  for 
gold  and  silver  coins.  They  were  to  be  9-10  fine.  The  silver 
dollar  was  fixed  at  412.5  grains  standard  silver,  and  other 
coins  in  the  same  proportion.  The  gold  coins  were  un- 
changed in  weight  of  standard  metal;  but  the  eagle,  being 
9-10  fine,  contained  232.2  grains  pure  gold.  The  proportion 
in  value  between  the  two  kinds  of  coins  was  not  changed  by 
this  law,  the  silver  dollar,  416  grains  old  standard  (89^ 
one-hundredths  fine)  and  412.5  grains  new  standard  (9-10 
fine),  being  equivalent. 

The  next  change  in  the  coinage  laws  was  made  in  1853, 
when  a new  coinage  of  silver  for  pieces  less  than  one  dollar 
was  authorized  as  follows : a half  dollar  to  consist  of  192 
grains  of  standard  silver,  and  smaller  coins  in  proportion,  but 
to  be  a legal  tender  for  only  five  dollars ; and  the  issuing  of 
these  coins  was  restricted  by  law.  The  law  of  1873  made  no 
change  in  the  gold  coins ; in  the  silver  coinage  it  substituted 
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a trade  dollar,  to  consist  of  420  grains  of  standard  silver,  in 
place  of  the  old  dollar,  and  restricted  the  legal  tender  of 
silver  coins  to  five  dollars  in  one  payment.  The  gold  dollar, 
as  then  coined,  25.8  grains  of  standard  gold,  was  declared  to 
be  the  unit  of  value. 

The  practical  operation  of  these  laws  was,  that  from  the 
year  1834,  when  the  proportion  of  gold  to  silver  was  fixed  at 
about  sixteen  to  one,  silver  was  undervalued  in  coin,  very 
much  as  it  was  in  England  in  1717.  That  is,  it  was  worth 
more  in  bullion  than  in  coin,  as  compared  with  gold,  and  it 
was  therefore  melted  down,  and  gold  became  the  money  in 
use,  and  therefore  practically  the  standard. 

This  continued  up  to  1873,  when  the  United  States  passed 
the  law  corresponding  to  that  passed  in  England  in  1816, 
fixing  the  standard  legally  at  what  it  had  been  practically 
for  many  years. 

The  law  of  February  12,  1873,  did  not  change  in  any  re- 
spect the  legal  status  of  the  silver  dollar  as  then  coined.  It 
made  the  silver  coins  therein  authorized  and  enumerated  a 
legal  tender  for  an  amount  not  exceeding  five  dollars,  but 
the  old  dollar  piece  was  not  mentioned  among  them.  The 
old  dollar  still  retained  its  legal-tender  property  up  to  the 
time  of  the  adoption  of  the  Revised  Statutes  in  1874.  The 
revisers  introduced  the  following  section : “ The  silver  coins 
of  the  United  States  shall  be  a legal  tender  at  their  nominal 
value  for  any  amount  not  exceeding  five  dollars  in  any  one 
payment.*' 


THE  THREE  MONETARY  STANDARDS. 

Of  THE  Three  Standards  — of  Gold  and  Silver  combined, 
OF  Silver  alone,  and  of  Gold  alone  — the  Double 
Standard  is  the  most  stable,  and  the  Gold  Standard 
is  the  most  unstable. 

BY  GEO.  M.  WESTON. 

Of  the  many  considerations  which  establish  the  greater 
stability  of  the  double  standard,  the  three  following  seem  to 
be  the  most  conspicuous: 

I.  The  larger  the  mass  of  the  existing  stock  of  money,  the 
less  is  the  effect  produced  by  sudden  augmentations  of  it. 
The  same  sum  which  adds  ten  per  cent,  to  one  milliard  of 
dollars  adds  only  five  per  cent,  to  two  milliards.  Mr.  Jevons, 
although  deeming  it  his  duty  as  a loyal  Briton  to  advocate 
the  gold  standard,  admits  this  element  of  the  superior  stabil- 
ity of  the  double  standard.  In  his  work  on  Money  {1875),  he 
says  : 

“The  so-called  double  standard  system  of  money  spreads  the  fluctuations 
of  supply  and  demand  of  gold  and  silver  over  a larger  area,  and  maintains  both 
metals  more  unchanged  in  value  than  they  would  odierwise  be. 
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cannot  prevent  both  metals  from  falling  or  rising  in  value,  compared  with 
other  commodities,  but  it  can  throw  variations  of  simply  and  demand  over  a 
larger  area,  instead  of  leaving  each  metal  to  be  affected  merely  by  its  own 
accidents. 

“Imagine  two  reservoirs  of  water,  each  subject  to  independent  variations  of 
supply  and  demand.  In  the  absence  of  any  connecting  pipe,  the  level  of  the 
water  in  each  reservoir  will  be  subject  to  its  own  fluctuations  only.  But  if  we 
open  a connection,  the  water  in  both  will  assume  a certain  mean  level,  and  the 
effect  of  any  excessive  supply  or  demand  will  be  distributed  over  the  whole 
area  of  both  reservoirs.  The  mass  of  the  metals — gold  and  silver — is  exactly 
represented  by  the  water  in  these  reservoirs,  and  the  connecting  pipe  is  the  law 
which  enables  one  metal  to  take  the  place  of  the  other  as  an  unlimited  legal 
tender.  ” 

2.  The  supply  of  the  two  metals  combined  can  never  be 
more  unsteady  than  that  of  either  alone,  and  is  almost 
always  more  steady.  If  it  be  supposed  that  a sudden  en- 
largement, or  a sudden  falling  off,  shall  occur  at  one  and  the 
same  time  in  the  production  of  both  the  metals,  the  fluctua- 
tion of  the  supply  of  both  would  not  be,  even  in  such  a case, 
any  greater  than  the  fluctuation  of  the  supply  of  either 
alone.  But  this  simultaneousness  of  increase  or  decrease  of 
supply  is  very  little  likely  to  occur,  and  has  not  in  fact  oc- 
curred since  the  discovery  of  America.  That  was  a capital 
event  in  the  history  of  mankind,  augmenting  the  supply  of 
both  the  precious  metals,  and  producing  a fall  in  the  pur- 
chasing power  of  money.  But  no  new  continents  remain  to 
be  discovered.  Undoubtedly  new  discoveries  are  possible  in 
old  ones,  but  it  may  be  a thousand  years,  or  as  long  as  from 
the  downfall  of  the  Roman  Empire  to  Columbus,  before  the 
rate  of  the  supply  of  both  the  precious  metals  will  rise  or  fall 
at  one  and  the  same  time  on  any  important  scale.  We  re- 
peat, that  nothing  of  that  kind  has  occurred  since  the  New 
World  was  opened.  When  gold  has  been  more  abundantly 
produced  the  outcome  of  silver  has  remained  stationary  or 
declined,  and  vice  versa.  For  example,  when  the  revolutions 
of  the  Spanish  American  States,  beginning  in  1810,  reduced 
the  supply  of  silver  from  that  source  for  twenty  years  quite 
one-half,  the  general  supply  of  the  precious  metals  was  sup- 
plemented by  the  Ural  and  Siberian  gold  washings.  When, 
in  the  first  years  of  the  California  and  Australian  discoveries, 
the  gold  production  rose  suddenly  to  twenty-nine  millions  ster- 
ling, from  an  average  of  a little  more  than  three  millions  ster- 
ling during  the  first  forty-eight  years  of  this  century,  the  pro- 
duction of  silver  remained  stationary,  and  did  not  advance 
until  that  of  gold  fell  off.  From  1856  to  1875,  the  annual  gold 
supply  dropped  by  regular  gradations  from  thirty  millions 
sterling  to  twenty  millions  sterling,  while,  during  the  same 
period,  that  of  silver  rose  from  eight  to  fourteen  millions 
sterling.  All  the  probabilities  for  centuries  to  come,  if  human 
foresight  can  presume  to  extend  so  far,  are  in  favor  of  this 
decrease  in  gold  and  increase  in  silver.  The  first  comes 
mainly  from  alluvial  deposits,  and  when  one  is  discovered 
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and  worked  out,  the  chance  of  finding  a new  one  is  by  so 
much  diminished.  The  second  comes  mainly  from  regular 
mining,  and  as  ores  fit  for  working  under  suitable  conditions 
are  inexhaustible  and  found  in  many  places,  the  limit  is  one 
of  the  application  of  labor  and  capital,  and  of  the  extension 
of  the  civilization  and  stable  government  essential  to  the  se- 
curity of  investments.  Undoubtedly  a steady  increase  of  sil- 
ver is  to  be  expected,  although  it  must  be  long  years  before  it 
recovers  the  ratio  of  its  supply  to  that  of  gold,  which  it  had 
held  in  all  historical  times  prior  to  the  opening  of  California. 
But  without  speculating  upon  the  future,  we  know  that  the 
supply  of  the  two  metals  combined  has  heretofore  been  stead- 
ier than  that  of  either  alone,  and  that  this  must  have  been 
so  from  the  nature  of  the  case. 

3.  The  steadiness  of  gold  and  silver  as  a measure  of  value 
is  not  exactly  the  same  thing  as  the  steadiness  of  their  com- 
bined quantity.  It  has  been  frequently  said,  that  what  is 
called  the  double  standard  of  gold  and  silver  should  be 
called  the  alternative  standard  of  gold  and  silver.  The  latter 
mode  of  expression  certainly  describes  most  accurately  the 
nature  of  the  thing.  Payments  are  not  made  in  the  two 
metals,  but  always,  the  option  being  in  the  debtor,  in  the 
one  which  is  the  cheapest  for  the  time  being.  Now,  it  is  es-  , 
tablished  by  experience,  that  the  range  of  fluctuation  in  the 
money  actually  used,  being  the  cheapest  metal  for  the  time 
being,  is  less  than  the  range  of  fluctuation  of  either  of  the 
metals  separately.  Mr.  Jevons,  in  his  work  on  Money ^ illus- 
trates this  by  a diagram,  which  it  is  not  convenient  to  re- 
produce here,  but  which  we  will  endeavor  so  to  explain  that 
any  reader  curious  in  such  matters  may  test  it  for  his  own 
satisfaction. 

Take  any  given  period  of  time,  and  having  ascertained  the 
fluctuations  during  such  period  of  each  metal,  by  comparison 
with  some  staple  commodity,  or  class  of  commodities,  draw 
two  curved  lines,  one  upon  the  other,  to  represent  these  fluc- 
tuations of  gold  and  silver  respectively.  The  placing  of  these 
two  lines  one  upon  the  other  will  produce  two  other  curves, 
one  following  the  highest  elevation,  and  the  other  following 
the  lowest  depression,  of  either  line.  This  lowest  curve  may 
be  called  the  money  curve^  as  the  money  in  actual  use  is  al- 
ways the  cheapest  metal,  and  it  will  be  found  that,  although 
its  undulations  are  more  numerous,  they  are  not  so  marked 
and  violent  as  the  undulations  of  the  curves  of  either  the 
gold  or  the  silver.  As  Mr.  Jevons  says : 

“The  prices  of  commodities  do  not  follow  the  extreme  fluctuations  of  value 
of  both  the  metals,  as  many  writers  have  inconsiderately  declared.  The  stand- 
ard of  value  always  follows  the  metal  which  falls  in  value.  This  undergoes 
more  frequent  undulations  than  either  of  the  curves  of  gold  or  silver,  but  the 
fluctuations  do  not  proceed  to  so  great  an  extent;  a point  of  much  greater  im- 
portance.** 
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While  it  is  thus  true,  that  neither  of  the  metals  separate- 
ly equals  in  stability  the  two  combined,  there  is  a choice 
between  the  two,  if  a single  standard  is  insisted  upon,  and 
the  superior  steadiness  of  silver  seems  to  be  established  by 
reason  and  experience. 

It  is  the  production  of  regular  mining  and  of  the  reduc- 
tion and  manipulation  of  ores,  being  rarely  found  pure.  It 
requires  machinery  and  capital,  and  cannot  be  expected  to 
be  received  from  peoples  not  somewhat  advanced  in  civiliza- 
tion. The  fluctuations  of  the  capital  employed  in  it  are  slow 
and  gradual.  There  are  occasional  bonanzas,  as  at  Potosi  in 
the  sixteenth  century,  and  in  the  Comstock  lode  at  the  pres- 
ent day,  but  even  bonanzas  yield  their  treasures  over  long 
spaces  of  time.  Potosi  is  still  rich,  and  the  Comstock  lode 
may  survive  to  alarm  bankers  yet  unborn.  It  is  certain  that 
no  great  and  sudden  outpouring  of  silver  has  been  witnessed 
in  the  long  history  of  mankind,  and,  from  the  nature  of  the 
case,  it  need  not  be  apprehended  in  the  future.  During  the 
greater  part  of  the  last  century  and  the  first  three-fifths  of 
this,  its  annual  production  had  not  much  varied  from  eight 
millions  sterling.  During  the  last  fifteen  years  it  has  consid- 
erably gained,  chiefly  from  mines  in  the  United  States,  but 
by  nothing  like  a leap  or  bound.  The  annual  production, 
stated  in  pounds  sterling,  has  been  : 

Average  of  five  years  ending  1861,  8,200,000 

“ “ 1866,  9,900,000 

“ “ “ 1871,  10,500,000 

“ four  “ 1875,  13,900,000 

The  circumstances  of  the  production  of  gold  are  wholly 
dissimilar.  The  great  bulk  of  what  the  world  possesses  was 
found  pure,  in  alluvial  deposits  and  workings,  and  has  been 
produced  by  labor  with  very  little  aid  from  capital.  Its  pro- 
duction has  been,  as  we  might  expect,  exceedingly  fluctuat- 
ing. At  the  end  of  the  seventeenth  century,  the  auriferous ' 
fields  of  Brazil  produced  what  the  writers  of  that  day  called 
an  “inundation”  of  gold.  From  1695  to  1717  they  are  sup- 
posed  to  have  increased  the  world’s  production  of  that  metal 
fourfold.  During  this  century  we  have  had  the  gold  wash- 
ings of  Russia,  which  have  been  forgotten,  only  because  the 
later  ones  in  California  and  Australia  were  on  a scale  so 
much  more  enormous. 

Let  us  see  how  violent  a change  in  the  gold  supply  was 
brought  about  by  the  opening  of  the  last-named  sources. 

Adopting  the  figures  of  Chevalier’s  Fall  in  Gold,  reduced 
to  pounds  sterling,  the  gold  supply  at  the  commencement  of 
this  century  stood  at  2,484,000,  and  at  an  annual  average  of 
only  3,250,000  for  the  first  forty-eight  years  of  this  century, 
although  including  the  Russian  developments.  But  after  Cal- 
ifornia and  Australia  the  annual  supply  was  as  follows  : 
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During  five  years  ending  1856 29,900,000 

“ ‘‘  “ 1861 24,500,000 

“ “ “ 1866 22,700,000 

“ “ 1871 23,000,000 

“ four  “ 1875 20,400,000 


And,  as  the  result,  we  have  the  estimate  of  writers  of  re- 
pute that  the  stock  of  gold  coin  in  Europe  and  America 
doubled  in  the  twenty  years  after  1848. 

The  selection,  as  the  exclusive  standard  of  values,  of  a 
metal  so  fluctuating  in  its  supply  as  gold,  had  been  con- 
demned by  the  general  judgment  of  mankind,  even  before 
this  later  experience  of  California  and  Australia.  That  it 
should  be  thought  of  after  that  example  of  a production 
suddenly  increased  ninefold,  is  most  extraordinary. 

If  Europe  had  had  a gold  standard  in  1848  the  stock  of 
money,  consisting,  in  that  case,  exclusively  of  gold  coins, 
would  have  doubled  in  the  twenty  years  after  1848.  What 
really  did  happen,  under  the  operation  of  the  double  standard 
in  France  and  other  countries,  was,  that  gold  was  substituted 
for  silver  in  the  actual  circulation,  and  the  increase  of  money 
was  far  less  than  the  increase  of  gold.  In  other  words,  the 
Californian  and  Australian  supplies,  instead  of  being  an  ad- 
dition of  a large  per  centage  to  the  old  stock  of  gold,  was 
an  addition  of  a much  less  per  centage  to  the  greater  mass 
of  the  stock  of  gold  and  silver  combined,  and,  to  a large  ex- 
tent, was  not  an  addition  at  all,  but  a substitution  for  silver, 
which  passed  to  other  markets.  The  resulting  perturbation, 
therefore,  instead  of  being  ruinous,  was  small  and  soon  re- 
covered from. 

If  the  world,  with  a gold  standard,  would  have  suffered 
from  too  much  gold  in  1848  and  the  following  years,  it 
would  have  suffered  in  a contrary  sense,  and  more  acutely, 
from  the  scarcity  of  it  before  that  time.  In  truth,  of  all  the 
metals,  precious  or  base,  it  is  difficult  to  name  one  which,  in 
the  essential  quality  of  stability,  is  so  ill  adapted  as  gold  to 
serve  as  the  single  and  exclusive  measure  of  values.  That  it 
is  far  inferior  to  silver  in  that  respect,  has  been  the  general 
judgment  of  the  world.  When  France  reformed  its  currency, 
after  the  Great  Revolution,  it  adopted  silver,  upon  Mirabeau's 
report  in  1790,  and  specially  on  the  grounds  of  its  greater 
mass  and  steadiness  of  production.  And  of  the  distinguished 
men  of  France  who  maintained  the  discussions  which  termi- 
nated with  the  double  standard  law  of  1803,  none  disputed 
the  superiority  of  silver,  if  a single  metal  was  to  be  adopted. 

Dam,  speaking  to  the  Corps  Legislatif^  from  the  Tribune^  as 
an  advocate  of  the  double  standard,  said  : 

“The  unit  of  money  should  be  represented  by  that  metal  the  value  of  which 
is  the  least  unsteady,  the  mass  most  considerable,  and  the  use  most  widely  ex- 
tended— that  is  to  say,  by  silver.  But  it  does  not  follow  that  another  metal 
should  be  deprived  of  monetary  functions.  By  reducing  gold  to  mere  merchan- 
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dize  we  diminish  the  mass  of  money,  fetter  commerce,  augment  the  causes  of 
variations  in  the  metals,  and  introduce  disorders.  It  is  necessary,  therefore,  that, 
gold  should  also  be  employed  as  money.” 

Holland,  distinguished  as  a commercial  country,  maintained 
the  single  standard  of  silver  for  a century  and  a half,  with  a 
short  interruption.  We  have  the  authority  of  the  letter  of 
Professor  S.  Visserry,  of  Leyden  University,  published  last 
January  in  the  Journal  des  EconomisteSy  for  saying,  that  if  the 
Dutch  now  adopt  gold,  it  is  under  the  coercion  of  their  Ger- 
man neighbors,  and  against  their  still  continuing  opinion  that 
“ the  mass  of  silver  in  circulationy  and  the  conditions  of  the  produce 
tion  of  that  metaly  give  it  a fixity  of  value  to  which  gold  cannot 
pretend,^' 

In  Russia  (Appleton’s  Cyclopedia,  1875),  by  an  imperial  de- 
cree of  1839,  still  in  force,  silver  was  established  “tzi*  the  legal 
and  unalterable  metallic  unit  of  the  money  current  in  the  empire ^ 
The  reasons  for  this  decree  are  not  given,  but  they  may  be 
presumed  to  be  such  as  would  naturally  be  suggested  by 
Russia’s  own  experience  of  the  uncertain  and  fluctuating  re- 
sults of  auriferous  deposits. 

It  is  not  conceivable,  and  is  not  true,  that  the  opinion  of 
mankind  in  favor  of  the  superior  stability  of  silver,  which 
certainly  existed  before  the  California  discoveries,  has  not 
been  confirmed  and  strengthened  by  that  sudden  increase  of 
ninefold  in  the  gold  production.  The  recent  movements  for 
the  single  standard  of  gold  are  not  founded  on  any  new  facts 
favorable  to  that  metal  as  compared  with  silver.  On  the 
contrary,  all  the  new  facts  are  the  other  way,  and  all  the 
old  objections  to  gold  have  become  weightier.  The  influences 
which  determine  the  efforts  now  being  made  for  a gold 
standard,  are  influences  to  which  it  is  quite  indifferent 
whether  the  standard  is  gold  or  silver,  and  the  real  objective 
point  of  which  is  the  overthrow  of  the  double  standard,  and 
the  establishment  of  a single  one.  With  gold  the  actual  cur- 
rency of  the  richest  and  most  commercial  nation  in  the 
world,  and  with  the  certainty  that  British  pride  and  tenacity 
would  resist  change,  it  was  seen  that  no  other  single  stand- 
ard could  be  hoped  for  in  Europe  than  the  standard  of  gold. 
It  is  not  from  any  preference  for  that  metal  that  Germany 
decreed  an  exclusive  gold  standard  in  December,  1871.  The 
decisive  proof  of  that,  is  the  fact  that,  twenty  years  before, 
Germany  had  decreed  the  exclusive  standard  of  silver.  No 
objections  to  silver  existed  in  1871  which  had  not  always  ex- 
isted, and  the  only  new  thing  about  gold  which  can  possibly 
be  supposed  to  recommend  it  to  those  who  now  govern  Ger- 
many, is  the  fact  that  its  production  is  being  sensibly  dimin- 
ished. Their  real  object,  as  shown  by  their  successive  demon- 
etizations, first  of  gold,  and  then  of  silver,  is  to  reduce  the 
general  mass  of  money,  to  make  it  scarcer  and  dearer,  and 
thereby  to  aggrandize  and  enrich  Germany  as  a creditor  na- 
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tion.  The  motives  of  men  are  not  proclaimed  on  housetops, 
but  it  is  not  difficult  to  discern  them  in  this  case.  Consulta- 
tions in  bank  parlors  in  Frankfort  and  Hamburg  are  private, 
but  their  results  take  visible  shape  in  laws  and  imperial 
decrees. 


THE  HISTORY  OF  BANKING  IN  MASSACHUSETTS. 

BY  DUDLEY  P.  BAILEY,  JR. 

No.  3.  Concluded, 

In  1835  the  pressure  that  prevailed  during  the  previous 
year  had  worn  away.  Money  was  easy  and  cheap,  being  of- 
fered at  five  per  cent,  and  even  less.  The  financial  prospect 
looked  bright  and  promising.  Toward  the  end  of  the  year, 
however,  there  was  a change,  and  the  rates  of  interest,  under 
the  influence  of  a growing  stringency,  began  to  rise.  During 
the  year  1836,  as  stated  in  a memorial  of  the  Boston  Cham- 
ber of  Commerce  to  the  Legislature  in  January,  1837,  the 
mercantile  community  was  “subjected  to  a pressure  in  their 
financial  operations  unexampled  in  its  severity  and  duration. “ 
For  more  than  a year  the  rate  of  interest  “ranged  from 
twelve  to  thirty-six  per  cent,  per  annum.”  The  memorialists 
believed  the  chief  cause  was  to  be  found  in  the  operation  of 
the  usury  laws,  and  recommended  their  total  or  partial  re- 
peal. “It  is  well  knoiVn,”  says  the  memorial,  “that  they  are 
publicly  and  generally  evaded  by  circuitous  transactions 
through  agents;  the  difficulty  of  obtaining  money  has  been 
thereby  increased,  and  the  price  of  it  enhanced.”  “Many  of 
our  capitalists,  from  an  unwillingness  to  evade  these  laws, 
have  sent  large  sums  to  other  States,  particularly  New  York, 
where  the  legal  rate  of  interest  is  higher.  Large  amounts 
have  thus  been  withdrawn  when  most  needed'.”  It  was  hard- 
ly to  be  expected  that  such  a memorial  would  be  heeded. 
On  the  contrary,  medieval  ideas  of  political  economy  were  so 
deeply  rooted,  that  the  Legislature  of  1836  had  passed  acts 
(rescinded  before  taking  effect)  to  repeal  the  charters  of  the 
State  and  People’s  Banks  for  violation  of  the  usury  laws, 
while  two  other  banks,  the  New  England  and  City,  both  of 
Boston,  narrowly  escaped.  The  usury  laws  survived  for  thir- 
ty years  longer.  Beneficial  as  the  influence  of  free  trade  in 
money  would  have  been,  it  was  probably  at  that  time  too 
late  to  avert  the  crisis.  Bank  expansion  had  reached  a point 
where  there  is  reason  to  believe  an  explosion  was  inevitable. 
Between  twenty  and  thirty  new  banks  had  gone  into  opera- 
tion within  a year,  a large  proportion  of  them  on  borrowed 
specie  and  fictitious  capital.  While  the  circulation,  deposits 
and  credits  of  all  the  banks  in  the  State  had,  in  September, 
1836,  more  than  doubled  as  compared  with  1830,  the  specie 
had  showed  no  permanent  increase  for  twenty-five  years. 
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The  ratio  of  specie  to  deposits  and  circulation  was  as  i to 
13.52,  the  smallest  ever  known  up  to  that  time.  Stocks 
sensibly  declined,  and  the  premonitory  symptoms  of  a crash 
began  to  be  visible. 

In  November,  1836,  a run  for  specie  commenced  on  the 
Nahant  Bank,  at  Lynn,  owing  to  the  distrust  excited  by  the 
failure  of  its  president.  On  the  19th  it  was  obliged  to  sus- 
pend, its  specie  being  reduced  to  $215,  while  its  circulation 
outstanding  amounted  to  $242,965,  and  its  total  liabilities  to 
the  public  to  $371,335.  Of  its  funds,  over  $155,000  (more 
than  the  entire  capital)  had  been  irregularly  abstracted  by  its 
president  without  the  knowledge  or  consent  of  the  directors. 
Early  in  1837  suspicion  began  to  fasten  upon  several  of  the 
new  banks.  Legislative  committees  were  in  February  ap- 
pointed to  investigate  the  affairs  of  the  Chelsea,  Kilby,  Mid- 
dling Interest,  and  Lafayette  Banks,  all  chartered  in  1836. 
The  committees  reported  favorably  upon  the  condition  of 
these  banks,  and  with  this  certificate  of  character  they  were 
allowed  to  go  on.  Every  one  of  them  failed  in  less  than 
three  years.  In  March  the  New  Orleans  mails  brought  news 
of  heavy  failures  in  that  city.  Almost  simultaneously  oc- 
curred a succession  of  failures  in  New  York,  which  pros- 
trated a number  of  large  Massachusetts  firms  connected  with 
the  New  York  trade.  On  the  12th  of  April,  the  Chelsea 
Bank,  one  of  those  which  had  been  whitewashed  by  a legis- 
lative committee  only  about  two  months  previous,  was  forced 
to  the  wall,  with  $90,722  of  demand  and  $20,600  post  notes 
outstanding,  and  only  $36.71  in  cash.  By  the  latter  part  of 
April  the  alarm  had  become  so  great  that  business  was  al- 
most entirely  suspended. 

The  banks  of  New  York  having  suspended  specie  payments 
on  the  loth  of  May,  a meeting  was  held  in  Faneuil  Hall  on 
the  nth,  which,  though  deploring  the  necessity,  resolved  in 
favor  of  adopting  the  same  course.  On  the  following  day 
the  Boston  banks  accordingly  suspended.  Specie  became 
worth  a premium  of  ten  to  thirteen  per  cent.,  and  so  great 
a scarcity  of  small  change  ensued,  that  to  meet  the  demand 
the  banks,  forbidden  to  issue  notes  less  than  $1.00,  issued 
fractional  notes  for  $1.25,  $1.50,  and  $1.75,  which  were 
eagerly  sought  for. 

On  the  suspension  of  specie  payments  the  Boston  banks, 
with  one  exception,  associated  themselves  together  for  the 
protection  of  themselves  and  the  public,  by  a more  efficient 
supervision  over  the  affairs  of  each  bank.  A standing  com- 
mittee was  appointed,  with  full  power  to  examine  into  the 
condition  of  any  bank  in  the  association,  to  reprove  and,  if 
necessary,  restrain  banks  which  were  disposed  to  transcend 
the  limits  of  prudence,  and  to  require  them  to  give  security 
for  their  circulating  notes  held  by  any  bank  in  the  associa- 
tion. The  more  reckless  banks  were,  in  some  measure,  kept 
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in  check  by  the  coercive  power  of  the  association.  The 
compact  lasted  somewhat  more  than  a year.  Some  of  the 
banks  were,  however,  too  far  involved  to  be  saved.  In  July 
the  Franklin  and  Lafayette  Banks,  in  Boston,  failed  with 
$638,333  of  liabilities  to  the  public  and  assets  nearly  worth- 
less, while  the  Commercial,  Fulton,  and  Hancock,  also  in 
Boston,  expanded  their  circulation  in  August  to  $386,726, 
$231,666,  and  $332,476  respectively.  The  market  was  flooded 
with  the  bills  of  doubtful  banks,  while  the  sound  and  con- 
servative ones,  to  avoid  the  penalty  of  twenty-four  per  cent, 
per  year,  for  neglect  to  pay  their  notes  on  demand  in  spe- 
cie, reduced  their  issues  to  so  low  a point  as  to  cause  a se- 
vere stringency.  This  was  not  entirely  relieved  until  April, 
1838,  when  the  Legislature  passed  a law  suspending  until 
January  i,  1839,  the  statute  imposing  this  penalty,  no  bank 
to  have  the  benefit  of  the  act  if  it  failed  to  redeem  on  de- 
mand its  notes  under  $5  if  in  Boston,  and  under  $3  if  lo- 
cated elsewhere ; or  if  its  circulation  exceeded  seventy-five 
per  cent,  of  its  capital,  or  if  it  had  due  to  it,  besides  bank 
balances,  more  than  one  and  three-fourths  of  its  capital ; or 
if  its  capital  was  not  fully  paid  in.  This  act  brought  speedy 
relief.  The  banks,  immediately  on  its  passage,  commenced 
paying  specie  for  small  bills,  and  soon  after  paid  those  of  all 
denominations  when  presented.  By  August  13,  1838,  resump- 
tion had  become  general  throughout  the  State. 

During  the  six  months  succeeding  the  failure  of  the  Frank- 
lin and  Lafayette  Banks,  the  excitement  consequent  upon 
the  suspension  of  specie  payments  and  the  numerous  fail- 
ures, began  to  subside,  money  became  easier,  and  the  pros- 
pect became  more  reassuring,  when  a relapse  of  the  crisis 
was  brought  on  by  the  failure  of  the  Commonwealth  Bank, 
at  Boston,  which  suspended  at  the  close  of  business  on  the 
nth  of  January,  1838,  with  liabilities  to  the  public  of 
$915,946.  This  failure,  the  largest  that  had  occurred  among 
the  banks  of  Massachusetts  up  to.  that  time,  derived  addi- 
tional importance  from  the  fact  that  this  was  one  of  the 
banks  selected  by  the  National  Government  as  a depository 
of  its  funds.  This  was  speedily  followed  by  the  failure  of 
the  Middlesex  Bank,  at  Cambridge,  on  the  i6th  of  January. 
About  the  same  time  the  American,  Commercial,  Fulton, 
Kilby,  and  Hancock  Banks  were  forced  to  suspend.  After 
this  the  bank  failures  occurred  at  longer  intervals,  but  they 
did  not  cease  entirely  until  1842.  In  July,  1838,  the  City 
Bank  of  Lowell  was  stopped  by  injunction  before  doing  any 
business.  It  had  borrowed  specie  to  be  counted  by  the  com- 
missioners, and  its  capital  was  fictitious.  In  the  same  month 
the  Roxbury  Bank,  a swindle  owned  and  controlled  by  New 
York  speculators,  blew  up,  being  stopped  by  injunction,  with- 
out a dollar  of  capital  or  assets  of  any  kind,  and  leaving 
about  $50,000  of  notes  in  the  hands  of  the  public,  put  in 
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circulation  after  the  repeal  of  its  charter.  Later  in  1838  the 
Farmers  and  Mechanics’  Bank,  of  South  Adams,  met  with 
the  same  fate.  The  Middling  Interest,  of  Boston,  was 
brought  to  a stop  in  August,  1839,  and  the  Winthrop,  in  Rox- 
bury  and  Newburyport,  in  1841.  The  Phenix,  in  Charles- 
town, closed  its  doors  October  3,  1842,  its  whole  capital  hav- 
ing been  lost  through  a series  of  frauds.  This  was  about 
the  last  failure  connected  with  the  crisis. 

The  Legislature  of  1837  had  commenced  the  work  of 
weeding  out  insolvent  or  useless  banks  by  repealing  three 
charters.  The  Legislature  of  1838  continued  the  work,  and 
repealed  the  charters  of  ten  banks,  and  in  addition  provided 
by  a general  law  for  the  voluntary  surrender  of  bank  char- 
ters by  their  stockholders.  This  proved  very  useful  in  the 
liquidations  resulting  from  the  crisis.  The  surrenders  con- 
tinued to  increase  till  1842,  and  the  history  of  the  eight 
years — 1837-44 — is  covered  with  the  wrecks  of  banks  which, 
during  the  years  of  expansion,  started  out  under  full  sail  but 
without  ballast.  Out  of  138  banks,*  with  an  authorized  capi- 
ital  of  $40,830,000,  on  the  ist  of  January,  1837,  the  North 
American,  in  Salem,  India  and  Blackstone,  in  Boston,  and  the 
Woburn,  with  capitals  of  $1,900,000,  never  went  into  opera- 
tion. The  only  two  banks  chartered  from  1837  to  1844 — the 
Cabot,  in  Springfield  (1837),  and  the  Fishermen’s,  in  Prov- 
incetown  (1839) — both  failed  of  getting  into  operation.  Of 
the  remaining  134  banks,  seventeen  had  their  charters  re- 
pealed, in  most  cases  for  insolvency,  and  fifteen  surrendered 
or  forfeited  their  charters,  making  in  all  thirty-two  banks 
which  failed  or  discontinued  in  consequence  of  the  crisis. 
Among  these  thirty-two  banks  were  eleven  of  the  thirty- 
two  incorporated  in  1836,  six  of  the  fourteen  incorporated  in 
1833,  two  of  the  sixteen  incorporated  in  1832,  and  five  of  the 
fifteen  incorporated  in  1831.  Only  seven  were  incorporated 
in  the  years  1824-29,  inclusive,  and  only  one  incorporated 
previous  to  1824,  and  this  settled  its  affairs  without  loss  to 
the  public  or  its  stockholders.  Out  of  thirty-two  banks  char- 
tered in  1836  there  remained  in  1845  only  seventeen,  and  one 
of  these  discontinued  in  1851,  though  without  loss  to  the 
public  or  its  stockholders.  The  astonishing  proportion  of 
mortality  among  the  later  creations  is  a sufficient  comment- 
ary on  the  policy  that  brought  them  into  being. 

The  total  capital  of  the  thirty-two  banks  which  discontin- 
ued amounted  to  $ 7,700,000,  their  total  liabilities,  capital  in- 

* The  table  given  on  page  216  of  the  September  number  of  The  Banker's  Magazine 
should  be  corrected  by  adding  to  the  total  of  138  banks  chartered  and  rechartercd  from  1831  to 
1826  one  bank,  with  capital  $100,000,  incorporated  in  i8ao,  the  first  under  the  general  law,  to 
continue  until  October  1,  1851.  This  gives  a total  of  139  banks,  with  $41,230,000  authorized  up 
to  January  i,  1837,  not  including  the  two  banks  rechartered,  but  not  accepting  their  new  char- 
ters. The  deductions  from  this  total  should  be  increased  from  $300,000  to  $400,000,  by  adding 
$100,000  for  one  bank  declining  an  authorized  increase  of  capital.  This  leaves  138,  instead  of 
137,  banks,  with  an  authorized  capital  of  $40,830,000,  on  the  first  of  January,  1837.  Of  the  78 
banks  incorporated  from  1831  to  1836,  five  with  capital  of  $2,000,000,  instead  of  four  with  capi- 
tal of  $ 1,700,000,  did  not  succeed  in  getting  into  operation. 
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eluded,  to  $13,970,238,  of  which  $3,502,718  were  for  circula- 
tion, and  $1,789,108  for  deposits.  The  nominal  capital  of 
nineteen  banks  which  failed  was  $5,500,000,  their  liabilities 
$11,283,960,  of  which  $3,133,029  were  for  circulation,  and 
$1,577,738  for  deposits.  The  total  loss  to  their  stockholders 
is  estimated  at  about  $2,500,000,  and  to  the  public  at  from 
$650,000  to  $850,000;  in  all  $3,350,000,  equal  to  29.7  per 
cent,  of  their  liabilities.  The  magnitude  of  the  calamity  is 
without  a parallel  in  the  previous  or  subsequent  history  of 
banking  in  Massachusetts.  The  whole  number  of  banks  that 
failed  or  discontinued,  during  the  fifty-two  years  from  1784  to 
1836,  was  but  ten,  with  $1,533,250  of  capital,  and  $2,200,711 
of  liabilities,  of  which  $717,799  were  for  circulation  and 
$211,479  deposits.  The  total  losses  to  the  public  may 
have  amounted  to  $100,000  or  $200,000,  and  the  loss  to 
stockholders  was  probably  not  greater. 

The  crisis  of  1837  had  disclosed  the  necessity  of  having  the 
banks  subjected  to  some  more  efficient  supervision,  and  in 
February,  1838,  a Board  of  three  Bank  Commissioners  was 
established,  whose  duty  it  was  to  make  annual  examinations 
of  all  the  banks  in  the  Commonwealth,  and  special  examina- 
tions when  requested  by  the  Governor.  If  they  found  the 
condition  of  any  bank  such  as  to  make  its  further  progress 
hazardous  to  the  public,  or  to  those  having  funds  in  its  cus- 
tody, and  that  such  bank  had  exceeded  its  powers,  or  had 
violated  the  banking  laws,  they  were  authorized  to  procure 
an  injunction  from  the  Supreme  Judicial  Court,  to  restrain,  in 
whole  or  in  part,  the  further  progress  of  such  bank.  They 
were  to  report,  in  December,  the  condition  of  the  corporations 
visited  by  them.  By  act  of  1839,  they  were  also  required  to 
examine  banks  winding  up.  This  board  continued  in  exist- 
ence five  years,  when,  in  March,  1843,  the  law  creating  it 
was  repealed,  and  most  of  their  powers  and  duties  devolved 
upon  a committee  of  the  stockholders.  During  the  five  years, 
the  commissioners  had  occasion  to  procure  injunctions  against 
seven  banks.  By  the  timely  stoppage  of  these  banks,  consid- 
erable loss  to  the  public  was  avoided  and  weak  insolvent  in- 
stitutions weeded  out. 

As  a further  measure  of  protection  to  the  public,  a bank 
was  forbidden  to  have  due  to  it,  directly  or  indirectly,  from 
any  one  of  its  directors  or  officers,  or  from  any  partnership 
of  which  any  director  or  officer  was  a member,  as  principal 
surety  or  indorser,  a sum  greater  than  eight  per  cent,  of  the 
bank’s  capital  or  $40,000,  and  from  all  its  directors  not  over 
thirty  per  cent.,  except  by  express  vote  of  the  stockholders, 
and  no  person  was  allowed  to  be  a director  whose  whole 
stock  was  pledged.  No  bank  was  allowed  to  purchase  or 
hold  its  own  stock  except  as  security  for  debt,  in  which  case 
it  was  to  be  sold  within  six  months.  No  cashier  of  a bank 
was  to  be  a director.  Only  those  banks  which  accepted  this 
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act  were  entitled  to  the  benefit  of  its  provisions.  By  act  of 
1843  no  cashier,  or  any  officer  under  him,  was  allowed  to 
borrow  money  of  a bank. 

Besides  the  diminution  of  banking  capital  by  failures  and 
voluntary  liquidations,  there  were  in  the  eight  years,  1837-44, 
twenty-four  reductions  of  bank  capital  authorized,  (thirteen 
of  them  in  1844,)  amounting  to  $2,235,000,  though  new  capi- 
tal was,  during  the  same  time,  authorized  to  the  amount  of 
$2,200,000,  of  which  $1,900,000  was  called  up.  The  lowest 
point  was  reached,  in  resjDect- to  dividends,  in  1843;  in  re- 
spect to  capital  in  1844,  when  the  returns  showed  that  the 
number  of  banks  was  reduced  to  103,  and  their,  capital  to 
$30,020,000,  being  less  than  in  1835.  The  circulation,  which 
had  been  contracted  from  $10,892,249  in  1836  to  $7,875,322 
in  1839,  was  expanded  to  $9,219,267  in  1843  and  $12,1  83,158 
in  1844.  The  deposits,  which  had  sunk  from  $8,784,517  in 

1836  to  $4,767,410  in  1839,  rose  to  $7,298,816  in  1843 
$12,234,305  in  1844,  while  the  specie  which  was  only 
$1,455,230  in  1836  and  $1,838,273  in  1839,  increased  to 
$7,298,816  in  1843  and  $4,587,141  in  1844,  being  to  circula- 
tion and  deposits  as  i to  5.32  against  a ratio  of  i to  2.26 
in  1843,  I to  6.88  in  1839,  and  i to  13.52  in  1836.  The 
loans  and  discounts,  which  had  fallen  from  $58,414,182  in 

1837  to  $42,993,292  in  1843,  increased  in  1844  to  $48,770,975. 
From  this  point  the  improvement  was  more  steady  and  rapid. 
It  was  between  ten  and  fifteen  years  before  banking  invest- 
ments regained  the  popular  favor,  so  great  had  been  the  dis- 
asters resulting  from  the  crisis  of  1837 — by  far  the  severest 
shock  ever  experienced  by  the  banking  system  of  Massachu- 
setts. 

For  the  five  years  1845-49,  little  new  capital  was  asked  for 
or  authorized  for  banking  purposes.  Twenty-five  new  banks 
were  incorporated  with  $ 3,300,000  of  capital.  Of  these  twenty- 
five  banks,  three,  the  Hampshire  and  Franklin,  of  Amherst, 
the  Bank  of  Barre,  and  the  Cape  Cod  Bank,  of  Provincetown, 
with  $300,000  of  capital,  never  went  into  operation.  There 
were  in  the  same  time  twenty-eight  additions  to  capital  au- 
thorized, amounting  to  $2,175,000,  (of  which  $250,000  was  not 
accepted,)  giving  a total  of  $5, 475, 000  ^ew  capital  author- 

ized. The  reductions  of  capital  during  the  same  period, 
three  in  number  in  1845-46,  amounted  to  $310,000,  and  one 
charter,  that  of  the  Phenix,  Charlestown,  capital  $300,000, 
was  repealed.  The  net  increase  of  capital  authorized  was, 
therefore,  only  $4,315,000,  or  less  than  $1,000,000  a year.  The 
whole  amount  of  new  capital  authorized  in  thirteen  years, 
from  1837  to  1849  inclusive,  was  only  $7,675,000,  or  about 
$3,000,000  less  than  in  the  year  1836  alone. 

The  charters  of  all  the  banks  incorporated  before  1849, 
were  to  expire  October  i,  1851,  and  the  question  of  renew- 
ing them  led  to  a re-examination  of  the  principles  on  which 
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the  banking  system  was  founded.  The  result  was  several  im- 
portant additions  to  previous  legislation.  Among  these,  an 
act  passed  in  1849,  making  the  stockholders  in  any  bank,  at 
the  time  when  it  stopped  payment,  liable  individually  in  pro- 
portion to  their  stock,  for  the  redemption  of  the  notes  issued 
by  such  bank  ; transfers  of  stock  made  to  avoid  this  liability 
when  there  was  reasonable  cause  to  believe  a bank  insolvent, 
to  be  void.  A more  important  change  was  the  re-establish- 
ment, in  1851,  of  the  Board  of  Bank  Commissioners,  with  sub- 
stantially the  same  powers  and  duties  as  the  former  board. 
This  board  continued  in  existence 'until  1865,  when  the  State 
banking  system  being  superseded,  the  board  was  abolished. 
An  effort  was  also  made,  though  for  a long  time  without 
success,  to  establish  a system  of  free  banking  similar  to  that 
of  New  York.  For  this  purpose  a law  was  passed  in  1851, 
authorizing  any  number  of  persons,  not  less  than  fifty,  to  be- 
come a body  corporate  to  carry  on  the  business  of  banking 
with  a capital  of  not  less  than  $100,000  nor  more  than 
$ 1,000,000,  one-half  to  be  paid  in  before  commencing,  the 
balance  within  one  year  thereafter.  On  delivering  to  the  au- 
ditor of  the  State,  at  a rate  not  above  either  its  par  or  market 
value,  the  public  stock  of  any  city  or  town  in  Massachusetts, 
or  of  any  New  England  State,  or  of  New  York,  or  of  the 
United  States,  amounting  in  the  aggregate  to  not  less  than 
$50  ,000  nor  more  than  twenty-five  per  cent,  beyond  the  capi- 
tal of  such  bank,  it  was  entitled  to  receive  an  equal  amount 
of  circulating  notes,  prepared  in  blank  and  countersigned 
by  the  auditor,  which  notes  when  executed  and  signed  by  the 
proper  officers  of  the  bank  might  be  put  into  circulation. 
The  securities  were  to  be  held  in  trust  by  the  auditor,  the 
banks  receiving  the  interest  accruing  on  them.  If  any  bank 
failed  to  redeem  its  notes  for  ten  days  after  receiving  from 
the  auditor  notice  that  the  same  had  been  protested,  he  was  • 
required  to  give  public  notice  that  he  would  redeem  such 
notes  with  the  trust  funds  in  his  hands  for  that  purpose. 
The  funds  were  to  be  applied  pro  rata  to  the  redemption  of 
the  notes,  whether  protested  or  not.  When  any  bank  was 
placed  in  the  hands  of  receivers,  the  stocks  held  in  trust  by 
the  auditor  were  to  be  turned  over  to  the  receivers,  to  be  by 
them  applied  to  the  redemption  of  the  notes.  The  banks  es- 
tablished under  this  law,  were,  in  most  respects,  subject  to 
the  same  provisions  as  the  chartered  banks,  and  were  to 
specify  in  their  returns  the  stocks  held  as  security  for  their 
circulation.  An  act  of  1852  reduced  the  number  of  persons 
necessary  to  fofm  a corporation  to  ten,  limited  the  circula- 
tion to  the  amount  of  capital,  and  exempted  from  taxation 
not  exceeding  three-fourths  of  the  capital  invested  in  securi- 
ties transferred  to  the  auditor. 

The  inferiority  of  the  security  for  circulation,  both  in 
quality  and  quantity,  as  compared  with  the  security  required 
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under  the  National  Banking  law  is  very  marked,  and  yet  lib- 
eral as  were  the  provisions  of  the  law,  it  was  upwards  of 
seven  years  before  any  bank  was  organized  under  it.  The 
Bank  of  the  Metropolis,  which  opened  at  Boston  in  Novem- 
ber, 1858,  and  closed  in  November,  1863,  was  the  first  to  try 
the  experiment.  Not  mofe  than  seven  banks  were  ever  started 
under  the  act  of  1851.  The  system  of  chartered  banks  was  so 
firmly  rooted  in  the  habits  and  traditions  of  the  business 
community,  that  the  free  banking  law  failed  to  materially 
disturb  it.  The  readiness  of  the  Legislature  to  continue  grant- 
ing chartered  privileges  to  new  banks,  for  several  years,  made 
it  unnecessary  for  them  to  organize  under  the  more  exacting 
conditions  imposed  by  the  general  law. 

Of  the  1 15  banks  whose  charters  were  to  expire  in  1851,  all 
were  rechartered  except  the  Manufacturers*,  of  Georgetown, 
incorporated  in  1836,  which  closed  its  affairs  paying  all  liabil- 
ities and  returning  to  its  shareholders,  beyond  capital  paid  in, 
^10.58  per  share.  Another  bank,  the  Pawtucket,  capital 
$100,000,  founded  in  1814  and  rechartered  in  1850,  became  in- 
solvent and  was  stopped  by  injunction,  in  October  1850. 

; During  the  eight  years  1850-57,  the  bank  mania  raged  with 
only  less  violence  than  in  the  five  years  previous  to  1837. 
The  new  capital  authorized  was  as  follows  : 


OLD  BANKS.  NEW  BANKS. 


y^ars. 

No. 

Increase  in 
capital  authorized. 

No. 

Capital. 

Total 

new  capital 
authorized. 

1850 

. 10 

$1,180,000 

3,885,000 

9 • 

$2,000,000 

$3,180,000 

1851 

• 27 

7 • 

1,250,000 

5,135,000 

1852 

. none 

. 

none  . 

— 

. 

1853 

. 48 

. 6,310,000 

16 

4,200,000 

10,510,000 

1854 

• 36 

. 4fb40,ooo  . . 

20 

2,500,000 

. 7,140,000 

*855 

8 

600,000 

3 • 

3,250,000 

3,850,000 

6 years 

. 129 

. $16,615,000 

55  ^ 

$ 13,200,000 

. $29,815,000 

The  mercantile  embarrassments  of  the  year  1854,  seem  to 
have  checked  the  tendency  to  multiply  banking  institutions 
beyond  the  wants  of  business,  and,  in  1855,  the  Committee  on 
Banks  and  Banking  reported  against  granting  any  new  char- 
ters and  in  favor  of  increasing  the  capital  of  existing  banks 
only  $550,000.  In  1856  and  1857  the  capital  asked  for  and 
obtained  compared  as  follows : 


CAPITAL  ASKED  FOR. 

1856.  5 new  banks,  $ 500,000 

28  old  “ 6,625,000 

17,125,000 

1857.  7 new  banks,  $2,650,000 

38  old  “ 8,680,000 

11,330,000 


CAPITAL  GRANTED. 

2 new  banks,  $ 200,000 
2 old  “ i75»ooo 

$375,000 

I new  bank,  $ 1,000,000 
26  old  banks,  1,955,000 

2,955.000 


$18,455,000 


$3330,000 


The  committee  in  reporting  against  granting  any  new  char- 
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ters  in  1856,  say  that  “ notwithstanding  the  large  amount  of 
banking  capital  granted  the  last  three  years,  money  has  not 
been  plenty  and  the  rates  of  interest  have  been  unusually 
high.  The  great  excess  of  bank  capital  has  tended  to  en- 
courage speculation  and  advance  the  prices  of  merchandise 
greatly  above  its  intrinsic  values.”  The  seasonable  discovery 
that  the  bank  capital  of  the  State  was  already  excessive,  pre- 
vented an  amount  of  increase  which  would  probably  have 
caused  a recurrence  of  the  disasters  of  1837.  The  three  years 
previous  to  1857  did  not  pass  without  repeated  warnings. 
The  Cochituate  Bank,  at  Boston,  having  been  engaged  in 
financing  various  enterprises  at  the  West  and  South,  and 
being  involved  in  the  affairs  of  its  president,  was,  in  April, 
1854,  forced  to  suspend  in  consequence  of  a run,  caused  by 
the  failure  of  its  president.  In  November,  1855,  the  Grocers’ 
Bank,  at  Boston,  was  found  to  be  insolvent  and  was  stopped 
by  injunction.  The  Holyoke,  at  Northampton,  was  also,  in 
December,  1856,  temporarily  placed  under  injunction,  but 
having  contracted  its  issues  was  allowed  to  go  on.  The  pro- 
visions for  securing  publicity  in  regard  to  the  condition  of 
the  banks  were  such  as  had  not  been  enjoyed  in  any  previous 
era  of  speculation,  a law  passed  in  April,  1854,  having  pro- 
vided for  the  publication  of  weekly  returns  from  banks  in 
Boston,  and  monthly  returns  from  those  in  other  places. 
The  business  community  was  thus  furnished  with  the  means 
of  detecting,  seasonably,  the  signs  of  approaching  danger. 

Notwithstanding  this,  the  first  months  of  the  year  1857, 
found  the  banks,  especially  those  out  of  Boston,  in  a very  ex- 
panded condition,  and  but  poorly  supplied  with  specie.  Their 
condition  in  February,  was  as  follows : 

Leans  and 

Average.  Discounts.  Specie.  Deposits.  Circulation. 

Banks  in  Boston,  4 weeks  ending  February  23  $ 53,662,113  . #3,598,413  . # 15,631,007  . #6,856,015 

“ out  of  “ **  “ “ 28  47,199,814.  1,073,951.  6,716,267.  15,881,940 

Whole  State # 100,861,927  . #4,672,364  . #22,347,274  . #22,737,955 

Ratio  of  specie  to  circulation  and  deposits  in  Boston  as  i 
to  6.24.  Out  of  Boston,  as  i to  21.09.  Whole  State,  as  i to 
9.64.  One  bank  had,  in  July,  only  in  specie  to  $58.15  of 
circulation  and  deposits.  Their  position  was  not  materially 
improved  in  August,  when  the  crisis  overtook  them.  With  so 
slender  a reserve  they  were  in  no  condition  to  grant  the  ac- 
commodations necessary  to  allay  the  panic.  The  returns  of 
the  first  week  in  September  showed  an  increase  of  about 
$2,000,000  in  loans,  mostly  by  the  country  banks.  At  this 
point  the  utmost  tension  was  reached  to  which  they  ventured 
to  subject  their  resources,  and  a counter  movement  com- 
menced. During  the  month  of  September  the  Boston  banks 
contracted  their  accommodations  $3,500,000,  and  the  banks 
out  of  Boston,  $2,000,000.  The  circulation  and  deposits  of 
the  Boston  banks  were,  in  the  same  time,  reduced  about 
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$ 4,000,000,  so  that  they  lost  over  ^ 800,000  of  their  specie. 
At  the  close  of  September,  the  Boston  banks  resolved  to 
unite  upon  a scale  of  discounts  calculated  to  afford  relief  to 
the  mercantile  community ; and,  with  two  or  three  exceptions, 
entered  into  an  agreement  to  discount  before  October  5,  ten 
per  cent,  upon  their  respective  capitals.  But  the  return  of 
October  6,  showed  a further  decline  of  $449,000  in  their 
loans  and  discounts.  When  on  the  13th  of  October,  the  New 
York  banks  suspended  specie  payments,  the  Boston  banks 
succumbed  without  further  resistance.  They  extended  their 
accommodations  during  the  next  two  months  about  $ 2,000,000. 
The  country  banks,  meanwhile,  rapidly  contracted  their  op- 
erations. Their  condition  during  the  periods  ending  at  the 
dates  named  below,  shows  the  rapidity  of  the  movement: 

Loans  Specie 

and  Discounts.  in  bank.  Deposits.  Circulation. 

Oct.  3,  1857  $47,351,000  . $1,030,631  . $5,935,275  • $14,023,092 

OcL  31,  “ 43.393.570  . 1,005,827  . S.643,834  . 11,080,149 

Dec.  5,  “ 41.659.733  • 1,167,885  . 5.604,095  . 10,097,149 

Jan.  2,  1858  41,224,073  . 1,294,563  . 5,651,908  . 9.580,773 

The  contraction  of  the  note  circulation  throughout  the 
State  during  this  period  reached  nearly  $5,600,000,  or  about 
two-sevenths  of  the  outstanding  circulation  at  the  beginning 
of  October.  The  suspension  lasted  from  October  14  to  Decem- 
ber 12,  fifty-nine  days.  During  most  of  this  period  the  sus- 
pension was  scarcely  more  than  nominal,  and  the  bank3,  hav- 
ing accumulated  about  $ 5,500,000  of  specie.  Lad  no  difficulty 
in  resuming  with  the  New  York  banks.  Only  one  bank  fail- 
ure occurred,  that  of  the  Western  Bank,  of  Springfield,  which 
was  stopped  by  injunction,  October  6,  1857.  The  improved 
condition  and  management  of  the  banks,  as  compared  with 
1837,  are  apparent  in  their  ability  to  pass  through  such  a 
crisis  with  so  little  disaster.  This  was  due  in  part,  no  doubt, 
to  the  improved  machinery  of  exchange  supplied  by  the  Bos- 
ton Clearing  House,  established  a short  time  before  the  cri- 
sis, in  March,  1856. 

The  business  community  did  not  share  the  exemption  of 
the  banks  from  disaster.  The  number  of  failures  in  Boston 
was  253,  with  $41,010,000  of  liabilities;  and  in  the  rest  of 
the  State,  230,  with  $ 2,611,000  of  liabilities;  in  all,  483  fail- 
ures and  $43,621,000  of  liabilities.  In  the  amount  of  liabili- 
ties this  has  never  been  equaled,  and  in  the  number  of  fail- 
ures only  in  the  year  1875. 

The  low  state  to  which  the  banks  had  allowed  their  specie 
reserves  to  fall,  previous  to  the  crisis,  led  to  the  passage  of  a 
law  in  1858,  requiring  them  to  keep  an  amount  of  specie  on 
hand  equal  to  fifteen  per  cent,  of  their  circulation  and  deposits, 
the  Boston  balances  of  banks  located  elsewhere  to  be  counted 
as  a part  of  their  reserve.  When  their  weekly  or  monthly 
£^verage  of  specie  fell  below  this  proportion  they  were  to  stop 
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discounting  until  the  proportion  was  restored.  The  circu* 
lation  of  the  banks  was  also  limited  to  the  amount  of  their 
capital.  Before  another  crisis  occurred  to  test  the  wisdom  of 
these  provisions,  the  State  banking  system  of  Masssachusetts 
had  ceased  to  exist. 

The  year  1858  was  marked  by  the  disturbance  of  the  Suf- 
folk Bank  System.  For  several  years  previous  the  banks  of 
New  England  had  contemplated  the  establishment  of  a bank 
to  perform  the  work  of  assorting  country  money,  the  profits, 
which  were  supposed  to  be  large,  to  be  divided  among  them. 
With  this  view  the  Bank  of  Mutual  Redemption  was  incor- 
porated in  1855,  authorized  capital  not  exceeding 

^3,000,000,  to  which  the  banks  of  Massachusetts  were  to  sub- 
scribe one-half  and  the  other  New  England  banks  the  other 
half ; no  bank  to  subscribe  over  five  per  cent,  of  its  capital. 

The  new  bank  was  subjected  to  special  restrictions  in  re- 
gard to  its  issues  and  loans.  It  was  not  until  1858  that  the 
Bank  of  Mutual  Redemption  commenced  operations  with  a 
capital  of  $512,000.  The  Suffolk  Bank  system  had  produced 
results  so  excellent,  and  assumed  a position  of  so  much  im- 
portance, (effecting  redemptions  annually  to  the  amount  of 
^400,211,916  in  1856,  against  $76,248,000  in  1834,)  that  the 
majority  of  the  Boston  banks  were  opposed  to  the  attempt  to 
supplant  it,  and  refused  the  Bank  of  Mutual  Redemption  ad- 
mission to  the  Clearing-House  Association.  The  opposition 
to  the  Suffolk  Bank  became  so  bitter,  that  it  gave  notice  that 
it  would  discontinue  the  business  of  assorting  country  money 
after  November  30,  1858.  The  institution  having  subsequently 
signified  its  readiness  to  receive  country  money  at  the  rate  of 
twenty-five  cents  per  $1,000,  several  of  the  leading  banks  of 
Boston  made  a permanent  arrangement  with  the  Suffolk  Bank 
on  this  basis.  Others  transferred  their  business  to  the  Bank 
of  Mutual  Redemption,  which,  in  April  following,  had  143 
banks,  or  about  half  the  banks  in  New  England  as  its  stock- 
holders. 

There  were  some  reductions  of  capital  consequent  upon  the 
depression  following  the  crisis  of  1857,  and  one  bank,  the 
Bass  River,  at  Beverly,  capital  $ 100,000,  failed,  and  was 
stopped  by  injunction  in  October,  1859.  But  the  reductions 
were  much  more  than  offset  by  the  new  banks  put  in  opera- 
tion, and  by  additions  to  capital  by  old  banks.  The  bank 
capital  steadily  increased,  reaching  its  maximum  in  1862,  of 
$67,544,200,  divided  among  183  banks,  ten  more  than  in 
October,  1857.  They  were  in  a position  of  great  strength 
when  the  political  disturbances  of  1861  began  to  derange 
the  finances  of  the  country.  Their  surplus  amounted  to 
$5,902,598,  and  their  specie  to  $8,877,193.  Though  com- 

pelled, in  common  with  the  banks  in  other  sections,  to  sus- 
pend specie  payments  in  December,  1861,  there  were  no  in- 
solvencies among  them. 
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After  the  passage  of  the  National  Banking  law,  the  Legis- 
lature passed  an  act  to  facilitate  the  transformation  of  State 
into  National  banks.  The  Safety  Fund  Bank,  at  Boston,  or- 
ganized under  the  General  Law,  was  the  first  to  become  a 
National  Bank  in  1863.  So  rapidly  did  the  transformation 
progress,  that  at  the  date  of  the  Bank  Commissioner’s  report 
in  October,  1865,  only  one  bank,  the  North  Bridgewater,  re- 
mained doing  business  under  a State  charter.  One  hundred 
and  seventy-eight  had  become  National  banks  within  about 
two  years,  and  four  had  surrendered  their  charters,  making  six 
banks  that  discontinued  between  i860  and  1865.  The  change 
has  infused  into  the  banking  system  of  Massachusetts  ele- 
ments of  strength  and  conservatism  which  it  never  possessed 
under  State  laws.  These,  with  all  improvements,  still  re- 
mained far  from  perfect..  They  had  always  allowed  the 
banks  to  loan  money  on  mortgage  of  real  estate.  They,  in 
most  cases,  repuired  no  special  security  for  the  note  circula- 
tion, nor  were  the  banks  compelled,  for  the  protection  of 
their  general  creditors  against  loss,  to  accumulate  a surplus 
or  to  keep  so  large  a cash  reserve  as  under  the  National 
system.  The  latter,  after  the  lapse  of  twelve  years,  during 
which  it  has  been  tested  by  the  crisis  and  by  a depression 
of  unusual  severity  and  duration,  has  gained  a firm  hold  up- 
on the  confidence  of  the  public. 


TWO  HEROES. 

If  it  be  supposed  that  the  banking  profession  is  one  which 
tends  to  convert  its  followers  into  usurers  or  machines,  who 
know  not  the  higher  attributes  of  manly  character,  the  events 
now  chronicled  prove,  on  the  contrary,  that  the  noblest 
elements  of  true  manhood  may  be  found  within  its  ranks. 
The  name  of  Joseph  Lee  Heywood,  is,  to-day,  honored 
throughout  the  length  and  breadth  of  this  land  as  that  of  a 
true  hero.  The  outlines  of  the  affair  at  Northfield,  Minnesota, 
of  which  full  details  are  given  on  another  page,  are  familiar 
to  all  through  the  daily  press.  An  attack  by  armed  rob- 
bers, carefully  planned  and  boldly  carried  out,  was  thwarted 
by  the  courage  which  quailed  not  even  in  the  face  of  death. 
Modest  and  retiring  in  character,  esteemed  by  all  who  knew 
him,  and  conscientious  in  all  the  relations  of  life,  Mr. 
Heywood  knew  how  to  be  faithful  and  true,  regardless  of  the 
consequences  to  himself,  and  he  died  the  victim  of  baffled 
rage,  intrepid  to  the  last. 

The  bankers  of  this  country  will  not  leave  unhonored  the 
memory  of  this  heroic  man,  nor  will  they  suffer  the  wife  and 
child  who  are  bereft  of  their  protector,  to  come  to  want 
through  his  death.  We  are  glad  to  know  that  steps  are 
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already  begun  by  which  all  may  be  enabled  to  contribute 
something  towards  their  support,  and  towards  the  erection  of 
a monument  to  his  memory. 

And  while  this  is  being  done,  let  there  be  brought  to  notice 
another  whose  devotion  to  duty,  under  circumstances  closely 
similar,  has  had  no  fitting  recognition  whatever.  Excepting 
those  in  his  own  vicinity,  there  are  probably  very  few  by 
w^hom  the  name  of  this  other  hero  is  now  even  remembered. 

On  the  29th  of  April,  1872,  the  Bank  of  Columbia,  in  Co- 
lumbia, Adair  County,  Kentucky,  was  entered  and  robbed, 
and  its  cashier,  R.  A.  C.  Martin,  resisting  to  the  last,  fell 
dead  at  the  post  of  duty  rather  than  surrender  his  trust.  The 
circumstances  were  so  very  similar  to  those  at  Northfield,  that 
they  suggest  the  presence  of  some  at  least  of  the  same  gang. 
Five  men  entered  the  village  about  two  p.  m.,  which  is  near 
the  dinner  hour  in  such  a place.  They  were  well  mounted, 
and  were  apparently  prepared  with  all  the  information  neces- 
sary to  make  the  effort  a success,  and  at  as  little  risk  as 
possible.  After  making  a few  small  purchases  at  some  of 
the  stores,  they  suddenly  mount  and  ride  to  the  bank.  Four 
of  the  number  dismount,  and  quickly  entering,  they  at  once, 
with  presented  guns,  order  the  cashier  to  unlock  the  burglar- 
proof  safe.  On  his  persistent  refusal  and  resistance  they  shot 
him  dead.  Then,  taking  the  currency  found  in  the  cash 
drawer,  about  four  thousand  dollars,  and  some  special  deposits 
that  were  in  the  outer  vault,  they  remounted  and  made 
good  their  escape.  The  whole  affair  was  rapidly  and  s)rstem- 
atically  carried  out,  the  robbers  on  the  street  keeping  guard 
and^  effectually  preventing  any  one  from  approaching  while 
the  murder  and  robbery  were  being  accomplished  within  ; 
and  they  were  only  foiled  of  full  success  by  the  stern  and 
determined  resistance  of  the  cashier,  Mr.  Martin,  who  sacri- 
ficed his  life  in  the  faithful  discharge  of  his  duty. 

The  Governor  of  the  State  at  once  offered  a reward  of 
$5,000  for  the  apprehension  of  the  robbers,#  or  $1,000  for 
either  of  them,  and  the  bank  increased  it  to  $8,750.  But  not 
one  of  them  has  ever  been  captured,  nor  has  any  trace  of 
them,  we  believe,  ever  been  obtained. 

It  should  be  a matter  of  duty  with  every  bank  and  banker 
throughout  the  land,  to  offer  some  public  recognition  of  the 
courage  and  fidelity  of  both  these  men.  A general  contribu- 
tion, though  small,  from  each,  would  afford  a suitable  com- 
memoration of  the  heroic  faithfulness  of  both.  And  we 
hope  that  during  the  approaching  Convention  at  Philadelphia 
some  measures  may  be  suggested  for  contributions  from  all 
who  wish  to  honor  perfect  courage  and  unswerving  devotion 
to  duty. 
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BANKING  AND  FINANCIAL  ITEMS. 


Notice, — The  Banker’s  Almanac  and  Reg^ister  for  1877  is  now  in 
course  of  preparation.  Any  information  for  its  pages  will  be  welcomed.  Orders 
for  the  insertion  of  the  cards  of  Banks  and  Bakers  will  be  received  until 
December  ist. 


Calls  of  Five-Twenty  Bonds. — The  Secretary  of  the  Treasury  has  issued 
during  the  past  month  notices  that  the  principal  and  interest  of  the  bonds  desig- 
nated below  will  be  paid  at  the  dates  specified,  at  which  time  the  interest  w3l 
cease.  The  bonds  are  all  dated  November  i,  1865,  and  are  issued  under  the 
Act  of  March  9 of  that  year.  The  numbers  are  all  inclusive. 


THIRTY-SECOND  CALL. — September  i,  1876. 
Matures  December  i,  1876.  Amount,  $ 10,000,000. 


COUPON, 

$500— No.  ^01  to  No.  3350 
$ 1,000 — No.  2801  to  No.  14550 
Total,  $ 7,000,00a 


REGISTERED. 

$ 100 — No.  I to  No.  200 

$ 500 — No.  I to  No.  800 

$ 1,000 — No.  I to  No.  500 

$ 5,000 — No.  642  to  No.  1100 
$ 10.000 — No.  I to  Na  1150 

Total,  $ 3,000,000. 


THIRTY-THIRD  CALL. — September  6. 
Matures  December  6.  Amount,  0,000, 00a 


COUPON. 

$50— No.  551  to  No.  600 

$100— No.  851  to  No.  2500 

$500 — No.  3351  to  No.  9700 
$ 1,000 — No.  1455 1 to  No.  26cxx> 
Total,  $7,000,000. 


REGISTERED. 

$ 100— No  201  to  No.  650 
$ 500 — No.  801  to  No.  1050 
$ 1,000 — No.  501  to  No.  1800 
$5,000— No.  iioi  to  No.  1550 
$10,000 — No  1151  to  No.  2100 
Total,  $ 3,000,00a 


THIRTY-FOURTH  CALL. — September  12. 
Mahires  December  12.  Amount,  $ 10,000,000. 


COUPON. 

$ 50 — No.  601  to  No.  650 
$ 100 — No.  2501  to  No.  8600 
$500 — No.  9701  to  No.  15000 
$1,000— No.  26001  to  No.  35950 
Total,  $ 7,000^000. 


REGISTERED. 

$100— No.  651  to  No.  1100 
$500 — No.  1051  to  No.  1400 
$1,000 — No.  1801  to  No.  3700 
$5,000 — No.  1551  to  No.  2300 
$ 10,000 — No  2101  to  No.  3100 
Total,  $ 3,000,000. 


THIRTY-FIFTH  CALL. — September  21. 
Matures  December  21.  Amount  $ 10,000,00a 


COUPON. 

$50 — No.  651  to  No.  718 

$ 100— No.  8601  to  No.  12400 
$500— No.  15001  to  No.  19<^ 
$ 1,000— No.  35951  to  No.  46850 
Total,  $7,000,000. 


REGISTERED. 

$50— No.  1 to  No.  51 
$ 100— No.  1 101  to  No.  1650 
$500 — No.  1401  to  No.  1810 
$ 1,000— No.  3701  to  Na  5750 
$ 5,000 — No.  2301  to  No.  2900 
$ ib^ooo — No.  3101  to  No.  3950 
Total,  $ 3,000,00a 
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Convention  of  Bankers. — The  Executive  Committee,  appointed  at  the 
Saratoga  meeting  in  July  last,  have  made  arrangements  for  holding  a Mass 
Convention  of  officers  or  representatives  of  the  banks  of  the  United  States,  at 
Philadelphia,  October  3d,  4th,  and  5th,  1876.  for  the  purpose  of  discussing 
matters  of  importance  to  the  banking  interests  of  the  country,  and  to  complete 
the  organization  of  the  “American  Bankers’  Association.”  Hon.  Hugh  McCul- 
loch, former  Secret^  of  the  Treasury,  (now  of  London,  England);  Mr. 
George  S.  Coe,  President  of  the  American  Exchange  National  Banl^  and  Chair- 
man of  the  Clearing-House  Association  of  New  York,  and  other  distinguished 
financial  gentlemen  are  expected  to  be  present  and  address  the  Convention. 

Communications  for  consideration  and  reference  to  the  meeting,  may  be  sent 
to  any  one  of  the  Committee,  which  consists  of  the  following  gentlemen : 

James  Buell,  President  Importers  and  Traders’  National  Bank,  New  York ; 
George  F.  Baker,  Cashier  First  National  Bank,  New  York ; C E.  Upton, 
Cashier  City  Banl^  Rochester,  New  York  ; M.  McMichael,  Jr.,  Cashier  First 
National  Bank,  Philadelphia,  Pa.  ; J.  T.  Smith,  National  Bank  of  Baltimore, 
Baltimore,  Md.  ; Edward  Tyler,  Cashier  Suffolk  National  Bank,  Boston,  Mass.  ; 
J D.  Hayes,  Vice-President  Merchants  and  Manufacturers’  Bank,  Detroit, 
Mich.  ; L.  J.  Gage,  Cashier  First  National  Bank,  Chicago,  111.  ; Joseph  L. 
Stephens,  Central  National  Bank,  Boonville,  Mo. 

New  York  City. — The  Traders’  Savings  Bank,  at  No.  224  West  Twenty- 
Third  Street,  was  closed  on  August  26,  on  an  order  of  Judge  Landon,  of  the 
Supreme  Court,  on  the  complaint  of  the  Banking  Department.  The  report  of 
the  bank  for  July,  stated  that  it  held  $97,208  of  assets,  and  owed  to  depositors 
$94,913,  showing  a surplus  of  $2,294.97.  Its  resources  were  reported  distrib- 
ute as  follows  : Bonds  and  mortgages,  $ 55.375  ; bonds  of  cities  in  this  State, 
$7,000;  loaned  on  collaterals,  $11,250;  cash  in  other  bonks  or  trust  .companies, 
% 10,064.95  ’ hand,  $8,220  13.  The  suspicions  of  the  Bank  Depajtment 

induced  the  bank  examiner  to  make  frequent  visits  to  the  bank,  and  on  August 
9 last,  he  made  to  the  department  an  official  report  of  its  condition,  which 
showed  assets  amounting  to  $88,43934,  and  liabilities  $88,178.67  due  depos- 
itors, and  $200  for  interest,  which  would  leave  a surplus  of  $60.67.  But  as 
the  examiner  could  not  credit  bonds  and  mortgages  to  which  no  title  was  shown, 
he  deducts  on  this  account  from  the  assets  $21,000,  which  leaves  a deficiency 
in  the  assets  of  $20,93923.  The  bank  was  chartered  May  6,  187a  The 

original  officers  were  Stephen  P.  McClave,  President,  and  John  McClave,  Sec- 
retary. The  present  officers  are,  Alexander  M.  Lesley,  lYesident,  and  J.  M. 
Freese,  Secietary. 

Later  reports  in  regard  to  the  bank’s  affairs  are  more  favorable,  and  the 
depositors  ^ve  hopes  of  being  paid  nearly  in  full 

New  York  City. — The  Bond  Street  Savings  Bank  suspended  payment  on 
September  20th,  under  an  order  of  the  Supreme  Court,  and  will  in  a short 
time  be  put  in  the  hands  of  a receiver  for  liquidation.  It  was  deemed  advisable 
on  the  part  of  the  officers  of  the  bank  to  suspend  at  the  present  time,  when 
the  depositors  could  probably  be  paid  in  full,  rather  than  wait  till  a later  period, 
when  the  institution  would  be  forced  to  stop  under  unfavorable  circumstances. 
At  a meeting  of  the  trustees,  held  on  September  5th,  resolutions  were  unanim- 
ously passed  asking  for  the  appointment  of  a receiver  to  wind  up  its  affairs. 

The  statement  made  on  September  i8th  shows  the  assets  to  be  $1,412,287, 
which  is  in  United  States  bonds,  N6w  York  and  Brooklyn  city  bonds,  town 
bonds,  real  estate,  and  in  cash  $27,735.91.  The  liabilities,  all  due  depositors, 
foot  up  $ 1,286,688. 

The  officers  are  entirely  confident  that  by  proper  management  all  depositors 
will  be  paid  in  fuU.  Since  September  5th,  at  which  time  the  resolutions  asking 
for  a receiver  were  adopted,  certain  sums  had  been  received  which  were  entered 
upon  the  books  of  the  bank  as  “special  deposits,”  which  deposits  will  be  paid 
in  full  before  the  regular  depositors  receive  anything. 

The  Bond  Street  Savings  Bank  is  sixteen  years  old,  having  started  in 
i860,  and  was  originally  known  as  the  Atbntic  Savings  Bank.  The  business 
of  the  bank  has  declined  steadily  since  the  failure  of  the  Third  Avenue  Savings 
Bank,  the  deposits  during  the  past  year  amounting  only  to  $300,000,  whUe 
the  withdrawals  run  up  to  nearly  $ 1,000,000. 
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William  K.  Kitchen,  President  of  the  National  Park  Bank,  died  on  Septem- 
ber 2 1 St  in  this  city.  Mr.  Kitchen,  who  was  about  sixty-two  years  of  age,  was 
bom  in  Philadelphia.  In  early  manhood  he  went  to  Georgia,  where  he  was 
engaged  as  a druggist  for  several  years.  He  afterwards  removed  to  this  city, 
where  he  became  a member  of  the  firm  of  Harrall,  Risley  & Kitchen,  wholesale 
dn^gists.  In  1864  Mr.  Kitchen  was  elected  President  of  the  Park  Bank,  of 
which  he  had  long  been  a director.  He  was  the  third  president  of  the  bank, 
which  was  organized  in  1855,  succeeding  Mr.  Wm.  H.  Fogg. 

On  the  day  previous  to  his  death  he  was  at  the  bank  attending  to  his  busi- 
ness as  usual,  and  in  the  evening  went  to  hear  a lecture  For  several  years 
he  had  been  troubled  with  a bronchial  affection,  and  after  retiring  to  bed  he 
complained  of  pain  in  his  chest,  which  proved  to  be  a paralysis  of  the  lungs, 
from  which  he  died  before  3 AM. 

Mr  Kitchen  was  a thoroughly  conscientious  and  capable  bank  officer,  and 
was  highly  esteemed  by  all  who  knew  him.  He  was  a man  of  quiet  demeanor, 
kindly  heart,  of  excellent  judgment  and  tireless  industry. 

Reorganization. — The  Island  City  Bank,  at  Twenty- third  street  and  Eighth 
avenue.  New  York,  has  been  reorganized  by  an  increase  of  capital  and  the 
election  of  a new  l^ard  of  Directors  and  officers.  The  new  President,  Charles 
Heath,  was  for  several  years  at  the  head  of  the  late  Mercantile  Bank  of 
Orange,  N.  J.  The  cashier,  J.  T.  SprouU,  has  had  eight  years*  experience  in 
city  banks. 

Suspension. — Among  the  events  following  the  recent  panic  in  coal  stocks  was 
the  suspension,  on  September  4th,  of  the  well-known  New  York  and  Philadel- 
phia firm  of  Randolph,  Bickley  8c  Co.  This  house  was  among  the  last  to  go 
down  in  ^lie  panic  of  1873  ; and  was  also  among  the  very  first  to  resume.  The 
firm  is  highly  esteemed  among  business  men  generally,  and  when  their  suspen- 
sion was  announced  at  the  Board,  it  was  followed  with  many  expressions  of 
regret 

California. — The  Nevada  Bank  of  San  Francisco,  which  was  established  in 
October,  1875,  October,  increase  its  capital  from  $ 5.000,000 

to  $ 10,000,000  gold.  Its  principal  account  in  this  city  >^1  be  kept  with  the 
Bank  of  New  York,  which  has  a larger  number  of  gold  accounts  than  any  other 
institution  in  the  city. 

San  Francisco. — We  note  with  pleasure  the  re-opening  of  the  National  Gold 
Bank  and  Trust  Company,  of  San  Francisco,  which  has  paid  off  its  entire 
liabilities  to  depositors,  with  interest  at  ten  per  cent,  per  annum  smce  Novem- 
ber 1st,  1875,  suspension. 

The  bank  continues  under  the  same  organization  and  with  the  same  amount 
of  capital,  but  only  $40,000  circulation.  The  new  officers  are  Michael  Lynch, 
Acting  President,  and  Edward  J.  Le  Breton,  Cashier. 

Illinois. — An  injimction  has  been  granted  to  restrain  the  receiver  of  the 
Cook  County  National  Bank,  Chicago,  from  declaring  any  dividend  until  the 
claim  of  the  Charter  Oak  Life  Insurance  Company  sh^  have  been  adjudicated 
on,  and  the  question  of  its  allowance  decided  by  the  court.  It  is  stated  that 
the  assets  of  the  bank  will  not  be  sufficient  to  pay  more  than  a dividend  of 
about  five  per  cent,  to  all  the  creditors,  if  the  claim  is  allowed. 

Kentucky. — At  a meeting  of  the  shareholders  of  the  Commercial  National 
Bank  of  Versailles,  on  August  26th,  it  was  determined  to  change  its  organization 
from  a National  to  a State  bank,  the  Bank  of  Woodford,  to  take  effect  on  Sep- 
tember first. 

The  Bank  of  Woodford  was  incorporated  at  the  last  session  of  the  Legis- 
lature of  Kentucky,  and  is  now  organized  by  the  same  stockholders  of  the  Com- 
mercial National  Bank,  and  the  same  directors  and  officers. 

The  Commercial  National,  in  its  five  years  of  existence,  has  paid  to  share- 
holders fifty-four  per  cent,  upon  its  capital  in  dividends,  and  will  distribute,  in 
addition,  from  six  to  eight  per  cent,  of  surplus,  making  about  sixty-two  per 
cent  of  profits  distributed  in  five  years.  During  that  time  the  bank  has  never 
charged  over  nine  per  cent,  interest 
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Minnesota. — On  the  7th  of  September,  the  First  National  Bank  of  North- 
field,  Minnesota,  was  left  in  charge  of  Mr  J.  L.  Heywood,  acting  cashier;  the 
teller,  Mr.  Bunker,  and  assistant  book-keeper,  Mr,  Wilcox,  being  also  on  duty. 
Mr.  G.  L.  Phillips,  the  cashier,  had  left  home  for  the  East  a few  days  pre- 
viously. 

About  two  o’clock  p.  M , five  men,  who  had  been  seen  upon  the  streets  once 
or  twice  during  the  forenoon,  of  powerful  frames,  and  well  mounted,  crossed  the 
bridge  over  the  Cannon  River ; three  of  whom  rode  leisurely  to  the  front  of  the 
bank,  and,  dismounting,  tied  their  horses.  They  then  sauntered  back  around 
the  comer,  imtil  two  others  passed  up  the  street  beyond  the  bank.  The  three 
men  immediately  entered  the  bank,  closing  the  door  behind  them.  At  the 
same  moment  three  more  men  crossed  the  river,  halting  at  the  end  of  the 
bridge.  Scarcely  had  they  halted,  when  the  two  already  upon  the  street  com- 
menced firing  rapidly  in  the  air  and  in  every  direction,  and  with  loud  threats 
mingled  with  oaths  and  curses  called  on  every  one  they  saw  to  stand  back,  and 
get  out  of  the  way.  At  this  signal,  those  near  the  bridge  rode  rapidly  up  to 
the  comer,  guarding  the  street  from  below,  and  also  shouting  and  firing. 

In  the  meantime,  the  three  who  had  entered  the  bank,  leaped  over  the 
counter,  and  pointing  cocked  revolvers  at  the  heads  of  the  officials,  declared 
their  purpose  to  rob  the  bank,  and  ordered  them  to  raise  their  hands  and  get 
upon  their  knees.  Then  one  entered  the  vault  and  found  that  the  inner  door 
of  the  safe  was  locked.  Mr.  He)rvvood  sprang  forward  to  close  the  heavy  iron 
door  and  shut  him  in,  but  was  pushed  back  by  another.  Each  one  was  asked 
if  he  was  the  cashier,  and  Heywood,  with  bmtal  threats,  was  ordered  to  open 
the  safe.  He  refused.  “Cut  his  throat,”  was  the  cry,  and  a large  knife  was 
drawm  across  his  neck,  inflicting  a slight  wound.  He  did  not  flinch,  but  shouted 
“Murder  !”  A blow  upon  the  back  of  his  head  from  a heavy  revolver,  felled 
him  to  the  floor.  He  was  dragged  to  the  entrance  of  the  vault,  and  once  more 
ordered  to  open  the  safe,  and  the  command  was  emphasized  by  a pistol  shot 
fired  for  intimidation,  within  two  feet  of  his  head.  But  there  was  no  faltering 
of  his  courage.  At  this  moment  the  robber  guarding  the  two  others,  turned  his 
head,  and  Mr.  Bunker  sprang  for  the  back  door  to  escape  and  give  the 
alarm.  Two  bullets  were  sent  after  him,  one  of  which  inflicted  a severe  flesh 
wound  in  the  upper  part  of  the  shoulder.  Mr.  Heywood  rose  to  his  feet, 
stepped  back  towards  his  desk,  and  just  then,  one  of  the  villains  at  the  door  of 
the  bank,  shouted  “The  game  is  up;  we’re  beat.  Come  out.”  The  three 
men  inside  ^rang  over  the  counter,  and  rushed  for  the  door.  The  last  robber, 
with  his  hand  on  the  counter,  just  before  leaping  over,  turned  and  shot 
Heywood  through  the  head. 

During  this  time,  most  of  the  persons  who  had  been  caught  upon  the  street 
had  drawn  within  the  stores,  but  some  remained.  Four  or  five  ^vith  pistols 
and  other  arms,  began  to  return  the  fire  of  the  robbers,  of  whom  two  were 
killed  and  another  wounded. 

As  soon  as  the  bank  was  deserted  and  all  were  mounted,  two  being  upon  one 
horse,  the  party  rode  off  in  haste,  leaving  their  dead  comrades,  but  not  until 
they  had  shot  and  mortally  wounded  a young  Swede,  who,  unable  to  understand 
English,  gave  no  heed  when  ordered  to  retire. 

A band  of  fifty  citizens  was  at  once  organized  and  started  in  pursuit;  but 
after  a weeks  effort,  returned  unsuccessful.  Four  of  the  robbers  were  discovered 
and  surrounded  in  Watonwan  County,  on  the  20th,  one  of  them  killed  and  the 
other  three  wounded  before  being  captured. 

Mr.  Heywood  had  held  the  position  of  City  Treasurer,  and  also  that  of 
Treasurer  of  Carleton  College,  for  two  years.  He  was  highly  esteemed  by  all 
that  knew  him,  for  business  accuracy  and  faithfulness,  as  well  as  for  many 
other  good  traits.  He  left  a wife,  and  a daughter  about  five  years  of  age. 

The  bankers  of  St.  Paul,  promptly  subscribed  a fund  of  $ 500  for  his  widow, 
to  whom  the  First  National  Bank  of  Northfield  has  given  $ 5,000,  and  proposed 
to  send  a circular  to  all  the  banks  in  the  country,  asking  contributions  as  a 
recognition  of  Mr.  Heywood’s  rare  fidelity  to  duty.  We  trust  that  every  bank 
and  banker  in  the  Union  will  thus  unite  in  honoring  his  memory, 
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Kansas. — The  Perpetual  Savings  Bank,  at  Atchison,  is  transacting  an  active 
banking  business,  its  officers  being  W.  W.  Cochrane,  President,  H.  M.  Glancy, 
Vice-President,  and  A.  H.  Lanphear,  Cashier.  They  invite  correspondence  by 
means  of  a card  in  the  Banker’s  Magazine,  the  New  York  Correspondents  of 
the  bank  being  Messrs.  Donnell,  Lawson  & Co. 

Massachusetts. — The  directors  of  the  Appleton  National  Bank  of  Lowell 
have  elected  as  its  president  Mr.  John  F.  Kimball,  cashier  of  the  bank  for  the 
past  twenty-one  years,  to  fill  the  vacancy  occasioned  by  the  death  of  Hon. 
Josiah  B.  French.  Mr.  Edward  K.  Perley,  teller  of  the  bank,  has  been  ap- 
pointed ^shier. 

Michigan. — Mr.  David  R.  Cooley,  who,  since  its  organization,  has  been 
President  of  the  Union  City  National  Bank,  has  disposed  of  his  entire  interest 
in  the  banking  business  to  Mr.  Charles  T.  Allen,  at  present  cashier  of  the 
bank.  Mr  Cooley  will  turn  his  entire  attention  to  the  real  estate  business,  in 
which  he  has  heretofore  been  engaged. 

Coldwater. — The  liabilities  of  Bowen  & McGowan,  bankers,  Cold  water,  are 
$90,000,  of  which  $31,000  are  secured,  leaving  $59,000  unsecured,  chiefly 
deposits.  The  collectable  assets  are  valued  at  $ 50,000. 

Missouri.— A petition  in  involuntary  bankruptcy  has  been  filed  against  the 
Central  Savings  Bank.  Charles  Green  has  resigned  his  position  as  receiver, 
and  Michael  H.  Phelan  appointed  in  his  place. 

New  Jersey. — Wm.  R.  Drake,  cashier  of  the  German  National  Bank  of 
Newark,  resigned  his  place  in  September,  owing  to  ill  health.  Irregularities  in 
his  accounts  to  the  amount  of  $25,000,  were  subsequently  discovered,  but  the 
bank  will  lose  nothing,  as  it  has  fcen  fully  indemnified. 

Checks  Payable  at  a Future  Day. — In  replying  to  an  inquiry  in  our 
August  number,  as  to  grace  on  post-dated  checks,  we  omitted  to  quote  the 
law  in  this  State,  which  is  plain  and  explicit  in  making  such  instruments  pay- 
able without  grace.  The  text  is  as  follows  : 

“All  checks,  bills  of  exchange,  or  drafts,  appearing  on  their  face  to  have 
been  drawn  upon  any  bank,  or  upon  any  banking  association,  or  individual  bank- 
er, carrying  on  banking  business  under  the  act  to  authorize  the  business  of 
banking,  which  are  on  their  face  payable  on  any  specified  day,  or  in  any  num- 
ber of  days  after  the  date  or  sight  thereof,  shall  be  deemed  due  and  payable  on 
the  day  mentioned  for  the  payment  of  the  same,  wthout  any  days  of  grace  be- 
ing allowed,  and  it  shall  not  be  necessary  to  protest  the  same  for  non-accept- 
ance.” [§2,  Chapter  416,  1857.] 

Pennsylvania. — The  recent  failure  of  the  Miners*  Trust  Company,  at  Potts- 
ville,  proves  to  have  been  a very  bad  one.  It  is  now  stated  that  it  will  pay 
but  about  thirty  cents  on  the  dollar.  The  depositors  have  been  clamorous  for 
their  money,  and  the  President,  Jacob  Huntzinger,  was  one  day  surrounded 
by  crowds  of  women  who  became  so  demonstrative  that  police  protection  was 
necessary.  The  Directors  of  the  bank  have  made  an  assignment,  H.  C.  Russell 
and  E.  H.  Madden  being  appointed  assignees 

Bank  Suspension  in  Harrisburg. — On  the  morning  of  September  7th,  con- 
siderable excitement  was  created  in  Harrisburg  by  the  announcement  that  the 
City  Bank  had  made  an  assignment.  The  following  card  was  posted  at  the 
doors : 

“The  City  Bank  has  this  day  made  a voluntary  assignment  to  the  Hon. 
Francis  Jordan  and  Dr.  G.  W.  Porter,  for  the  benefit  of  its  creditors,  in  the 
hope  of  paying  in  full” 

It  is  the  old  story — outside  speculation  ! The  cause  of  the  suspension,  is 
said  to  have  been  an  extensive  purchase  of  lumber  and  a depreciation  of  its 
value  The  bank,  it  appears,  has  been  struggling  for  some  time,  and  the  assign- 
ment was  made  in  order  that  all  creditors  shoidd  be  protected.  The  liabilities 
are  $350,000,  and  the  assets  will  perhaps  cover  that  amount.  The  majority  of 
the  depositors  are  laboring  men  and  women. 

PottsvilU, — The  Ashland  Banking  Company  has  been  compelled  to  suspend  a 
second  time. 
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Canada. — Another  consolidation  of  Montreal  banks  is  in  progress.  A 
special  general  meeting  of  the  shareholders  of  the  Ville  Marie  and  Metropolitan 
^nk^  will  be  held  on  the  6th  November,  for  the  purpose  of  considering  the 
propriety  of  amalgamating  these  two  institutions;  and  if  this  step  be  decided 
upon,  to  arrange  the  basis  and  conditions  thereof,  and  to  elect  new  boards  of 
directors  who  will  carry  the  scheme  into  effect  as  soon  as  possible.  The  current 
report  is  tliat  it  is  intended  to  call  the  amalgamated  banks  the  “Alliance,” 
and  that  the  aggregate  capital  of  the  two  institutions  will  be  reduced  to 
$1,600, 00a 

Money  of  all  Nations  Equalized. — A very  useful  book  has  been  pre- 
pared by  Mr.  D.  W.  Diggs  of  this  city,  which,  by  means  of  five  sets  of  well- 
arranged  tables,  shows,  within  the  small  space  of  seventy  pages,  all  that  is 
claimed  by  its  title.  TTiese  tables  comprise ; I.  The  coinage  of  all  countries ; 
the  unit  of  value,  its  fractional  parts,  and  its  equivalent  in  money  of  the  United 
States.  II.  The  unit  and  its  fractional  parts,  as  used  in  twenty-two  of  the 
principal  countries,  equalized  so  as  to  show  the  equivalent  in  each  of  the  other 
countries.  III.  The  money  of  sixteen  countries  equalized  in  sterling  from  }^d. 
to  £20;  a table  of  very  great  convenience  to  travelers.  IV.  The  money  used 
by  all  the  countries  of  the  world,  under  the  heads  of  the  great  divisions  of  the 
earth.  The  latter  part  of  the  book  is  particularly  useful  to  bankers.  The  vari- 
ous quotations  of  exchange  on  European  countries  are  given ; and  Table  V, 
which  occupies  nearly  half  the  entire  book,  furnishes  the  gold  value  of  the  U. 
S.  paper  dollar  at  any  rate  from  par  to  120.  At  the  same  time  it  shows  the 
currency  value  of  sterling  exchange,  at  each  variation  of  ^ per  cent,  from  4.75 
to  4.95,  and  at  any  premium  in  gold  from  par  to  120. 

We  have  placed  this  volume  in  our  lists  of  Books  for  Bankers,  anticipating 
for  it  a general  demand.  It  is  issued  at  the  moderate  price  of  $1,  postage 
prepaid. 


THE  AMENDMENT  TO  THE  BANKRUPT  LAW. 

The  following  is  the  amendment  recently  passed  by  Congress,  and  approved 
July  26,  1876 : 

An  Act  to  amend  the  Act  entitled  “ An  Act  to  amend  and  supplement  an  Act 
entitled  ‘An  Act  to  establish  a uniform  system  of  bankruptcy  throughout  the 
United  States,’  approved  March  2,  1876,  and  for  other  purposes,”  approved 
June  22,  1874. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America^  in  Congress  assembled.  That  section  twelve  of  said  act  be.  and  the 
same  is  hereby,  amended  as  follows;  After  the  word  “committed,”  in  line 
forty-four,  insert  “ Provided  also.  That  no  voluntary  assignment  by  a debtor  or 
debtors,  of  all  his  or  their  property,  heretofore  or  hereafter  made  in  good  faith 
for  the  benefit  of  all  his  or  their  creditors,  rateably  and  without  creating  any 
preference,  and  valid  according  to  the  law  of  the  State  where  made,  shall,  of 
Itself,  in  the  event  of  his  or  their  being  subsequently  adjudicated  bankrupts  in  a 
proceeding  of  involuntary  bankruptcy,  be  a bar  to  the  discharge  of  such  debtor 
or  debtors.”  That  section  fifty-one  hundred  and  eight  of  the  Revised  Statutes, 
is  hereby  amended  so  as  to  read  as  follows : At  any  time  after  the  expiration 
of  six  months  from  the  adjudication  of  bankruptcy,  or  if  no  debts  have  been 
proved  against  the  bankrupt,  or  if  no  assets  have  come  to  the  hands  of  the 
assignee,  at  anv  time  after  the  expiration  of  sixty  days,  and  before  the  final 
disposition  of  the  cause,  the  bankrupt  may  apply  to  the  court  for  a discharge 
from  his  debts.  This  section  shall  apply  in  all  cases  heretofore  or  hereafter 
commenced. 
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NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 


(^Monthly  List f continued  from  September  No.  ^ page  2/^1,') 


State. 

Ala.  ., 
Cal.  .. 

Conn. 

Dak... 
III.  ... 


Piaee  and  Capital.  Bank  or  Banker. 

. Mobile  H.  Proskauer  & Co.  , 


N.  Y.  Cerreepondent  and  Cashier. 
, Greenebaum,  Brothers  & Co. 

, San  Francisco.  Nat  Gold  B’k  & Tr.  Co. . (Resumed.) 

M.  Lynch,  Pr,  E.  J.  Le  Breton,  Cos, 

Norwalk Central  National  Bank.....  American  Exchange  Nat  Bank. 

$ 100,000  A.  S.  Hurlbutt,  Pr,  W.  A.  Curtis,  Cos. 


Bismark J.  M.  Raymond  & Co 


Donnell,  Lawson  & Ca 


IND... 

Iowa. 


. Bradford William  Leet  & Co 

, Freeport German  Bank Greenebaum,  Brothers  & Ca 

( Hettinger,  CoUman  Bros.  & Co.) 

Illiopolis W.  J.  Millmr Importers  & Traders*  Nat  Bank. 

. Louisville. Savings  Bank  of  Hudelson  & Watson.  J.  J.  Cisco  & Son. 

Oneida Oneida  Ex.  Bank  (F.  Murdoch.)  W.  A.  Stephens  & Co. 

, Oquawka Robert  Moir  & Co Metropolitan  National  Bank. 

Quincy Ger.  Sav.  Inst  H.  A.  Geise  & Son.  German-Amer.  Bank. 

, Roseville Pratt,  Stem,  Worden  & Co.  Gilman,  Son  & Co. 

Windsor Citizens*  Bank Importers  & Traders*  Nat  Bank. 

James  P.  Westbay,  Pr,  J,  W.  Brady,  Cos, 

.....  Kountze  Brothers. 


Kan.... 

<< 

<(  ^ 

Ky 

Mich.. 

it 

Minn. 


. Remington.  ...  Burger  & Parker 

. Clarinda N.  B.  Moore 

. Fairfield S.  C.  Farmer  & Sons 

. Keota Henkle,  Littler  & Co 

, Louden Peterson  Brothers 

, New  Hampton  Bank  of  New  Hampton... 
$ lOjOOO  H.  Gurley,  Pr, 

, New  Sharon...  A.  W.  Nayler 

, Spencer Clay  County  Bank 

J.  L.  Nicodemus,  Pr, 

SteamVt  Rock  D.  B.  Cartwright 

, Wheatland Peterson  Brothers 

, Arvonia Lewis  Humphreys 

Atchison Perpetual  Savings  Bank... 

$50,  (XX)  W.  W.  Coc&ane,  Pr, 
Kinsley Edwards  Brothers. 

, Woodford Bank  of  Woodford 

$ 168,000  L.  A.  Berry,  Pr. 


Goodrich Roberts  & West.. 

Quincy C.  M.  Bennett... 


Grand  Mead*w  Lovell  & Easton. 

“ . Preston H.  & R.  Wells 

“ . Waseca Waseca  County  Bank 

$43,000  George  W.  Newell,  Pr, 

Neb  ...  Ashland I.  L.  Simington  & Son.  ... 

“ ...  Falls  City Hinton,  Lichty  & Co 

N.  J....  Mount  Holly. . Union  National  Bank 

$ 100,000  Benjamin  Ridgway,  Pr. 


Austin  Corbin. 
Vermilye  & Co. 
Metropolitan  National  Bank. 
C.  B.  Richard  & Boas. 
Gilman,  Son  & Co. 
F.  D.  Bosworth,  Cos. 

Gilman,  Son  & Co. 
Merchants*  Exchange  Nat.  Bk. 
A.  W.  Miller,  Cos. 

G.  Opdyke  & Co. 
C.  B.  RicWd  & Boas. 

Hanover  National  Bank. 
Donnell,  Lawson  & Co. 
A.  H.  Lanphear,  Cos. 

Donnell,  Lawson  & Co. 

National  Park  Bank. 

E.  K Thornton,  Cas. 

Preston  & Co.,  Detroit. 
Preston  & Co.,  Detroit 

Ninth  National  Bank. 
Ninth  National  Bank. 
Importers  & Traders*  Nat.  Bank. 

F.  A.  Newell,  Cas. 


Importers  & Traders*  Nat.  Bank. 

National  Park  Bank. 
Chas.  M,  Hasker,  Cas, 
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Siaie,  Place  and  Capital.  Bank  or  Banker.  N.  Y.  Correspondent  and  Cashier, 

N.  Y...  Camden D.  G.  & J.  G.  Dorrance  . Third  National  Bank. 

**  ...  Canastota. Canastota  Banking  House.  Metropolitan  National  Bank. 

F.  S.  Fiske,  Pr.  M.  De  Lano,  Cos. 

**  ...  Carthage. Meyers  & Rogers Importers  & Traders*  Nat.  Bank. 

“ ...  Clinton  Hill  & Elliott Hanover  National  Bank. 

**  ...  Gowanda Gowanda  Bank M.  Smith,  Buffalo. 

J.  S.  Bartlett,  Pr,  J.  L.  Bartlett,  Cos. 

**  ...  Schenevus P.  H.  Mitchell  & Co Importers  & Traders’  Nat.  Bank. 

“ ...  S)n’acuse Dow,  Short  & Co Market  National  Bank. 

“ ...  Watkins Watkins  Ex.  B’k,  ( Silsby,  Beach  & Scobey.)  Imp.  & Tra. 

**  ...  Wolcott Roe,  Ellis  & Pomeroy First  National  Bank. 

N.  C...  Warrenton  ....  Warren  Savings  Bank Kelly  & Alexander. 

$ I3»300  Jacob  Parker,  Pr.  J.  C.  McGraw,  Cos. 

Ohio.  . Kenton. Farmers  & Mech.  Bank...  Irving  National  Bank. 

J.  C.  Stevens,  Pr.  R.  L.  Miller,  Cos. 

“ . . Leetonia  Farmers’  Savings  Bank....  First  National  Bank. 

$25,000  C.  Townsend,  Pr.  W.  G.  Hendricks,  Cos, 

Pa.  ....  Meadville. Delamater  8c  Co First  National  Bank. 

W.  Va.  Charleston State  Bank  of  W.  Virginia.  Ninth  National  Bank. 

$ 100,000  Wm.  E.  Truslow,  Pr,  John  Claypool,  Cos. 

Wis.  ...  Omro Fox  River  Bank,  (D.  H.  Holland  & Co.)  Imp.  & Tra. 

$ 20,000 

Wyo  ...  Evanston. Beckwith  & Co Kountze  Brothers. 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS. 
Authorized  August  29 — September  15,  1876. 

Capital. . 

No.  Name  and  Place.  President  and  Cashier.  Authorized.  Paid. 

2342  Central  National  Bank,  A.  S.  Hurlbutt $ 100,000 

Norwalk,  Conn.  Wm.  A.  Curtis  $51,420 

2343  Union  National  Bank,  Benjamin  Ridgway 110,000 

^ Mount  Holly,  N.  J.  Chas.  M.  Hasker  1 10,000 


NEW  BOOKS  FOR  BANKERS. 

A Treatise  on  the  Law  of  Negotiable  Instruments.  By  Hon.  John  W. 
Daniel,  Counsellor  at  Law.  ( See  page  23  of  supplement  to  this  No.)  2 vols. 
8vo.  Price  $ 13.00. 

Safety  Book-keeping ; being  a complete  exposition  of  book-keepers’  frauds — 
how  committed  and  how  prevented.  By  H.  J.  Mettenheimer.  i2mo.  Price  $1.00. 

Money  of  all  Nations  Equalized.  By  D.  W.  Diggs.  i2mo.  Price  $1.00. 

A History  of  Savings  Banks  in  the  United  States.  By  Emerson  W.  Keyes. 
In  2 vols.  Vol.  I now  ready.  Price  $ 5.00. 

Orders  for  the  above  supplied  from  the  Office  of  the  Banker’s  Magazine. 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 


( Monthly  Ust;  continued  from  September  No.,  page  242. J 

October,  1876. 


Name  <if  Bank.  Elected.  In  place  0/ 

III.  ....  Hide  & Leather B’k,  Chicago  Byron  L.  Smith,  Cos...  W.  M.  Scudder.* 

“ ....  Prairie  State  Ln.  & Tr.  Co.  *•  Geo.  Van  Zandt,  Cos,.  C.  B.  Meyer. 

“ — Jacksonville  National  Bank..  O.  D.  Fitzsimmons,  Pr.  Wm.  Orear.* 

Ind B*k  of  Salem,  New  Albany..  J.  B.  Winstandley,  Cos.  K Newland. 

Iowa,..  Bank  of  Montezuma G.W.  Kierulff,  Cos A H.  Sloan. 

“ ...  Humboldt  Co.B’k,  Humboldt  John  Dickey,  Cos J.  E.  Cragg. 

Kan.  ..  First  National  Bank,  \ J.  W.  Simcock,  Pr....,  R.  M.  Ruggles. 

Council  Grove)  S.  E.  Newman,  Cos.,.,  J.  W.  Simcock. 

Mass...  Appleton  National  Bank,  ) John  F.  Kimball,  Pr...  Josiah  B.  French.* 
Lowell)  E.  K.  Perley,  Cos, J.  F.  Kimball. 

Md.  ..  Fred’kt’n  Sav.  Inst.,  Fredrick  L.  V.  Scholl,  Cos B.  A.  Cunningham. 


Mich.  . Merch.  & Mfrs.’  B*k,  Detroit  F.  W.  Hayes,  Cos C.  C.  Cadman. 

“ . MuskegonNatB’k,  Muskegon  W.  B.  Mcliughlin,  Cos.  G.  S.  Goodale. 

“ . First  NaPl  B’k,  Port  Huron.  H.  J.  Bamum,  cJs  ....  J.  E.  Miller. 

“ . Hicks,  Bennett  & Co.’s  B’k)  * tt  ^ t>  v 

Mt.  Pleasant^  ^ UP‘0".  R.  Young. 


N.  H. . . City  Nat’l  Bank,  Manchester  D.  W.  Lane,  Cos. E.  W.  Harrington. 

“ ..  Winch’rNaL  B’k,  Winchester  E.  C.  Thayer,  Pr William  Haile. 

N.  J. ...  National  State  B’k,  Elizabeth  A.  C.  Kellogg,  Cos. ....  J.  R.  Fairbanks. 

“ ...  State  Bank,  New  Brunswick.  Joseph  Fisher,  Cos G.  R.  Conover. 

“ ...  Princeton  Nat.  B’k,  Princeton  S.  T.  Seger,  Cos G.  T.  Olmsted. 

“ ...  German  Nat’l  Bank,  Newark  E.  M.  Douglass,  Cos.  ..  W.  R.  Drake. 

N.  Y. ..  Second  Nat. B’k, Cooperstown  B.  M.  Cady,  Cos... D.  A.  Avery. 

Ohio..  Manch’r  Nat  B’k,  Manchester  J.  P.  Ellison,  Cas R.  H.  Ellison. 

“ ..  Nat  Exch.  B’k,  Steubenville  T.  A.  Hammond,  Cos..  J.  J.  Gill. 


Penn.  . Merchants’  Exch  B’k,  Phila.  Moro  Philips,  Pr. 

**  ..  Nat’l  Bank  of  Union  Mills,  } rr  x nx.  x.  d 

Union  City}  ^ 

♦ Deceased. 


R.  B.  Sterling. 
Thomas  Woods, 


A Banking  Opportunity. — The  Cashier  of  a National  Bank,  whose  health 
requires  a milder  winter  climate,  desires  to  sell  his  stock  (something  less  than 
$ io,oco)  to  a competent  and  suitable  man  who  Mrishes  a good  investment  and 
position.  The  bank  has  been  organized  over  four  years,  in  which  period  its 
dividends  have  averaged  over  eleven  per  cent,  annually.  Town  prosperous, 
enterprising  and  healthy,  surrounded  by  one  of  the  finest  of  agricultural  regions. 

To  any  one  meaning  business  ample  particulars  will  be  given.  Address 
** Cashier,”  care  Banker’s  Magazine. 
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DISSOLVED,  DISCONTINUED  OR  CHANGED. 

{Monthly  Ust^  continued  from  September  No,^  page  241.J 
Col.  ...  People^s  Bank,  Pueblo ; closed. 

Ga. Dickenson  & Stegall,  BcUnbridge;  succeeded  by  J.  P.  & W.  A.  Dickenson. 

III.....  a.  B.  Miner  & Co.,  Bradford;  succeeded  by  William  Leet  & Co. 

“ ....  Conger  & Wickoff,  Oneida;  succeeded  by  F.  Murdoch. 

“ ....  Bruce,  Voris  & Co.,  Windsor;  succeeded  by  J.  P.  Westbay. 

Iowa...  Cartwright,  Lathrop  & Co.,  Steamboat  Rock;  succeeded  byD.  B.  Cartwright. 
Kan....  First  National  Bank,  Wichita;  in  liquidation. 

Ky Commercial  National  Bank,  Versailles;  succeeded  by  Bank  of  Woodford. 

Mo. . . . B.  N.  Tracy  & Sons,  Macon  City ; failed. 

Neb  ...  First  National  Bank,  Ashland;  succeeded  by  I.  L.  Simington  & Son. 
N.  J ...  Union  Bank,  Mount  Holly ; succeeded  by  Union  National  Bank. 

N.  Y. ..  Bunce  & Dunbar,  Clinton;  succeeded  by  Hill  & Elliott 

“ ..  Fiske  & Son,  Canastota;  succeeded  by  Canastota  Banking  Co. 

“ ..  J.  T.  Thompson,  Schenevus ; succeed^  by  Mitchell  & Co. 

“ ..  Horr,  Holcombe  ^ Co.,  Carthage;  succe^ed  by  Meyers  & Rogers. 

“ ..  Watkins  National  B*k,  Watkins;  succeeded  by  Silsby,  Beach  & Scobey. 

Ohio...  Carlins  & Co.,  Findlay ; succeeded  by  Citizens*  Savings  Bank. 

“ ...  Citizens*  Bank,  Leetonia;  succeeded  by  Farmers*  Savings  Bank. 

...  Canfield,  Murray  & Co.,  Chardon;  assigned. 

Penn.  . City  Bonk,  Harrisburg ; in  voluntary  liquidation. 

“ . Munroe  Co.  B’k,  Stroudsburg ; succeeded  by  Munroe  Co.  Bkg.  & Sav.  Co. 

W.  Va.  First  National  B*k,  Charleston;  succeeded  by  State  B*k  of  West  Virginia. 
Wis...  First  National  Bank,  De  Pere ; closing  up  its  affairs. 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK. 

August — September,  1876. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 

Recapitulation  of  the  Official  Statements — cents  omitted. 

Debt  Bearing  Interest  in  Coin. 


Bonds  at  six  per  cent 

Bonds  at  five  per  cent 

Aug.  1,  1876. 

1 984,999.630  ... 
711,685,800  ... 

Sept.  1,  1876. 

$984,999,650 

712,320,450 

$ 1,696,685,450 

$>,697,320,100 

Debt  Bearing  Interest  in  Lawful  Money. 

Navy  pension  fund  at  three  per  cent 

$14,000,000  ... 

$ 14,000,000 

Debt  on  which  Interest  has  Ceased.... 

$3,297,760  ... 

$3,021,210 

Debt  Bearing  no  Interest. 

Old  demand  and  legal-tender  notes 

Certificates  of  deposit 

Fractional  currency 

$369,686,020  ... 

32.815.000  ... 
32,902,880  ... 

29.313.000  ... 

369.401,336 

31,880,000 

3>-355.3>> 

29,969,800 

Coin  certificates 

$464,716,900  ... 

$462,606,447 

Total  debt 

Interest 

$2,178,700,111  ... 

24,850,234  ... 

$2,176,947,758 

24292.944 

Total  Debt,  principal  and  interest 

$2,203,550,345  ... 

$2,201,240,703 

Cash  in  the  Treasury. 

Coin 

Currency 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law.... 

$59,843,684  ... 

>2590,349  - 

32,815,900  ... 

$62,511,956 

11,666,805 

31,880,000 

$ 105,249,034  ... 

$ 106,058  762 

Debt,  less  cash  in  the  Treasury,  Aug.  i,  1876  $2,098,301,311  ... 

“ “ “ Sept  1,  1876  

$2,095,181,941 

Decrease  of  debt  during  the  past  month  .... 
Decrease  of  debt  since  June  30,  1876 

$1,138,033  ... 
I.  >38,033  ... 

$3.  >>9.369 
4.257.403 

Bonds  issued  to  the  Pacific  Railway  Companies,  Interest  Payable  in 

Lawful  Money. 

Principal  outstanding 

Interest  accrued  and  not  yet  paid 

$64,623,512  ... 
323»”7 

$64,623,512 

646.235 

Interest  paid  by  the  United  States 

Interest  repaid  by  transportation  of  mails,  &c. 

32080,218  ... 
6,909,204  ... 

32,080,218 

6.924.55a 

Balance  of  interest  paid  by  the  U.  S... 

$25,171,013  ... 

$25,155,666 
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NOTES  ON  THE  MONEY  MARKET. 


NEW  YORK,  SEPTEMBER  2$,  1 876. 


Exchange  on  London  at  sixty  days’  sight,  4.^2%  a 4.83,  in  gold. 


The  fall  business  is  opening  with  gratifying  activity.  There  is  more  demand 
springing  up  for  money  in  the  West  and  South,  and  for  a few  days  past  the  flow 
of  currency  has  set  from  this  city  so  that  the  forthcoming  bank  statement  will 
show  a decline  both  in  deposits  and  legal  tenders,  while  the  operations  of  the 
Syndicate  are  likely  to  produce  a decline  in  the  specie  averages.  The  prospects 
of  the  new  loan  are  reported  to  be  extremely  good,  both  here  and  in  Europe. 
There  is  a better  feeling  in  the  financial  circles  and  the  demand  for  money  is 
rather  on  the  increase.  No  perceptible  change  of  rates  is  as  yet  apparent;  but 
if  the  improvement  in  the  demand  continues,  a hardening  of  the  rates  can 
scarcely  fail  to  follow  before  long.  There  is  an  ample  supply  of  money  lending 
on  call  at  per  cent.,  prime  discount  selling  at  4 to  6.  Subjoined  are 

our  usual  quotations  for  the  New  York  Clearing-House  banks: 

Legal  Excess  of 

1876.  Loans.  Specie.  Tenders.  Circulation.  Deposits.  Reserve. 

Aug.  a6 |as4,443.4«>  . $20,946,500  . $56,939,000  . $ 14,640,400  . $ 226,542,900  . $21,249,775 

Sept.  2 355,823,500  ..  22,142,200  ..  57,780,600  ..  14,608,800  ..  228,593,000  ..  22,774,550 

9 258,43*»ioo  ..  22,778,400  ..  57,529,000  ..  14,371,200  ..  231,069,500  ..  22,540,025 

x6 260,630,500  ..  22,404,200  ..  59,223,100  ..  14,435,000  ..  234,198,100  ..  23,077,77s 

The  Clearing-Hause  exhibit  of  the  Boston  banks  for  the  past  month  is  as 
below : 

1876.  Loans.  Specie.  Legal  Tenders.  Deposits.  Circulation. 

Aug.  26 $130,048,200  $2,026,800  ....$6,784,500  ....$75,183,800  ....$21,915,400 

Sept.  2 128,913,100  ....  2,011,300  ....  7,214,600  ....  74,^5,300  ....  21,802,700 

9 *38,993,400  ....  2,107,400  ....  7,463,000  ....  74,993,400  ....  22,022,800 

16 129,614,100  ....  2,016,500  ....  7,482,800  ....  76,167,900  ....  21,934,400 


The  Philadelphia  bank  statements  for  the  same  time  are  as  follows ; 


1876. 

Leans. 

Specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

Aug.  26 

...$60,170,123  .. 

...  $599*687  . 

....$17,246,888  .. 

••$5**739.698 

....  $10,058,498 

Sept.  2 

. . . . 60,587,604  . . 

..  626,788  . 

...  17,772,682  .. 

••  53,9***058 

...  10,051,666 

" 9 

...  61,188,880  .. 

• • 704.363  • 

•••  *7.37«.S6o  .. 

■•  53,873,331 

....  10,112,232 

“ 16 

....  61,397,859  .. 

..  658,271  . 

. . . 16,440,687  . . . 

■•  53,333.4*8 

....  10,098,410 

The  stock  market  is  feverish.  Governments  are  lower,  and  the  transactions 
are  considerable  from  banks  changing  their  bonds  in  Washington.  In  State 
securities  and  railroad  bonds  little  is  doing,  except  in  those  of  the  coal  stock 
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which  are  strong  and  active,  especially  the  New  Jersey  Central  convertibles  and 
the  Lehigh  and  Wilkesbarre.  In  coal  shares  there  has  been  a heay  fall,  with 
a recovery  and  better  feeling  at  the  close.  The  railroad  shares  are  weak  and 
dull ; New  York  Central  has  fallen  to  97 Subjoined  are  our  usual  quotations  : 


Quotations  : 

Angr.  3*- 

Se/t.  5- 

Se/t.  10. 

17. 

Sr/i.  23. 

Gold 

no 

10954  •• 

iioH  . 

xioji  . 

110 

U,  S.  5-20S,  1867  Coup. 

J17 

116H  .. 

116K  • 

116H  .. 

116H 

U.  S.  new  5s  Coup.... 

iisH  ■■ 

ttsU  ■■ 

itsH  . 

Ji5%  .. 

luH 

West.  Union  Tel.  Co. . 

«9K 

69V8  .. 

70H  . 

72^4  .. 

70% 

N.  Y.  C.&  Hudson  R. 

io6>4  .. 

ios54  •. 

106 

X03 

97% 

Lake  Shore 

S3J<  •• 

50H  .. 

s»K  • 

53%  •• 

53% 

Chicago  & Rock  Island 

*o3K  • . 

104 

105 

105 

10454 

New  Jersey  Central.. . 

41 

33 

33H  . 

22H  .. 

27 

Del.  Lack.  & West. . . . 

83H  .. 

80K  .. 

78>4  . 

77%  .. 

77H 

Delaware  & Hudson. . 

8454  .. 

SoH  .. 

75 

68K  .. 

68Ji 

North  Western 

37 

36H  .. 

37%  . 

3654  .. 

36K 

Pacific  Mail 

22H  .. 

2iK  •• 

20%  . 

23H  .. 

24 

Erie 

loK  .• 

9^  .. 

io}i  . 

loH  .. 

1054 

Call  Loans 

1 @ 3 •• 

* 3 •• 

i%<^3%  . 

i%@3  •• 

1%  @ 2 

Discounts 

3 @ 8 •• 

3 @ 8 .. 

4 @ 8 

4 @ 9 •• 

4%  & 9 

Bills  on  London 

4.86«4-4-88J^.. 

4.86-4.87  J4-. 

4.84-4.86. 

4.82^-4.84- • 

4.8254-4.84 

Treasury  balances,  cur. 

1 32.777.635  •• 

132.298,631  .. 

131,906,902  . 

$34,462,022  .. 

$34,831,882 

Do.  do.  gold. 

35.624.09s  •• 

35,0X4.544  •• 

36,044,364  • 

39.334.484  •• 

39.456,57s 

The  Treasury  reports  show  the  following  items : 


Week 

ending 

^e/es  in 
circulation. 

Bonds /or 
circulation. 

Bonds /or 
U.  S.  deposits 

Total  bonds. 

Coin  in 
Treasury. 

Coin 

Certificates. 

i875- 

July 

24.... 

$ 350.764.469 

- $ 374.753.362 

. $18,792,200  . 

$393,545,562  . 

$66,926,937 

$22,628,300 

Aug. 

7.... 

348,937,939 

••  374.927,  *62 

. 18,792,200  . 

393.720,06a  . 

• 71.953.412 

. 22,657,200 

Aug. 

31 •... 

349,130,000 

••  374.788,76a 

. . 18,792,200  . 

• 393.580,962  . 

. 70,738,807 

• 18,561,000 

Sept. 

II.... 

347,980,000 

••  373,382,76a 

..  18,792,200  . 

• 392,174.962  . 

. 66,730,316 

. 16,389.400 

Sept. 

as- . . . 

347.720,223 

••  372,150,762 

..  18,792,200  . 

390.942,962  . 

66,924,153 

• 12,435.000 

Oct. 

9.... 

346,769,853 

••  369,791.762 

. . 18,782,200  . 

• 388,573,963  . 

. 68,784.33a 

. 12,477,100 

Oct. 

j6. . . . 

346,813,776 

..  368,857,212 

..  18,782,200  . 

• 387.639.412  - 

. 70,472,506 

. 12,775,600 

Oct. 

23.... 

344,458.128 

..  368,119,9x7 

..  18,760,000  . 

. 386,879,9x7  . 

• 69,070,408 

. 11,502,300 

Oct. 

30.... 

346,805,616 

••  367,799.412 

. . 18,730,000  . 

• 386,529,41a  . 



Nov. 

6.... 

345,799,108 

..  366,658,312 

..  18,730,000  . 

. 385.388,312  . 

• 72,042.514 

. 16,069,900 

Dec. 

18.,.. 

343,938,278 

..  364,690,1x2  . 

. . 18,626,500  . . 

■ 383,316,6x2  .. 

. 69,206,263 

. 21,447,000 

1876. 

Jan. 

22.... 

343-253.577 

. . 363, 108,06a 

..  18,626,500  • 

• 380,734.562  . 

• 73.200,709 

• 34.429,000 

Feb. 

19. . . . 

341.557,911 

..  358,428,650 

. . 18,621,500  . 

• 376,050,150  . 

• 75.051.625 

• 33.786,900 

Mar. 

3I...« 

340,046,776 

••  355,311,715 

..  18,741,500  ., 

• 374.053.215  • 

• 69,657,203 

• 34.797.600 

Apr. 

31.  . . . 

337,635.2  C9 

-•  347.800,350  . 

..  18,623,000  . 

. 366,423.350  - 

. 76,148,711 

. 28,457,600 

May 

20. ... 

335,197,105 

••  344,883,850 

..  18,623,000  • 

• 363.506,850  . 



June 

17.. .• 

332.322,6^8 

..  342.340,550 

.•  18,823,000 

- 361,163,550  . 

• 65,664,354 

. 22,874,000 

July 

18.... 

331,839.109 

••  340,249.850 

..  18,723.000  . 

.♦369.772,284  . 

. 61,848,009 

. 31,588,600 

Aug. 

36*.. ■ 

326,561,064 

••  338,823,850 

..  18,723,000  . 

. 62,580,61a 

. 35,120,000 

Sept. 

16. . . . 

324,832,877 

••  337,318.650 

. . 18,743,000  . 

••369,334.604  • 

• 63,204,594 

. 31,678,100 

* Outstanding  greenbacks. 


The  Treasury  now  holds  $ 337,906,000  in  United  States  bonds  to  secure  bank 
circulation,  and  $18,578,000  to  secure  public  deposits;  United  States  bonds  de- 
posited for  circulation  during  the  fortnight  ending  to-day,  $7,192,300;  United 
States  bonds  held  for  circulation  withdrawn  for  the  fortnight  ending  to-day, 
$3,614,750,  showing  no  contraction  of  the  National  bank  circulation;  National 
bank  circulation  now  outstanding:  currency  notes,  $322,790,906;  gold  notes, 
f 2,099,19a 
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The  question  has  been  extensively  discussed  by  the  press  whether  the  new 
4|  per  cent,  bonds  may  be  deposited  by  National  banks  as  security  for  their  cir- 
culation, and  if  so,  on  what  different  terms,  if  any,  from  bonds  bearing  a higher 
rate  of  interest.  The  first  portion  of  section  21  of  the  original  banking  act  of 
1864,  which  portion  has  not  been  modified  by  late  legislation,  reads  as  follows: 

And  be  it  further  enacted,  That,  upon  the  transfer  and  delivery  of  bonds  to 
the  treasurer,  as  provided  in  the  foregoing  section,  the  association  making  the 
same  shall  be  entitled  to  receive  from  the  Comptroller  of  the  Currency  circula- 
ting notes  of  different  denominations  in  blank,  registered  and  countersigned  as 
hereinafter  provided,  equal  in  amount  to  90  per  centum  of  the  current  market 
value  of  the  United  States  bonds  so  transferred  and  delivered,  but  not  exceed- 
ing po  per  centum  of  the  amount  of  said  bonds  at  the  par  value  thereof,  if 
bearing  interest  at  a rate  not  less  than  five  per  centum  per  annum. 

In  the  revised  statutes  the  statement  is  not  quite  so  exact,  but  is  not  essentially 
different.  The  modifications  made  by  the  acts  of  June  20,  1874,  and  January 
14,  1875,  affect  the  point  at  issue.  That  point  is  whether  the  phrase 

“if  bearing  interest  at  a rate  not  less  than  five  per  centum  per  annum*’  applies 
to  the  phrase  “but  not  exceeding,”  &c.,  or  whether  it  applies  to'  the  whole 
sentence.  If  the  latter  supposition  be  correct,  then  the  National  Bank  Act  dis- 
criminates in  favor  of  five  per  cent  and  higher  bonds,  by  restricting  banks  to 
them  in  depositing  bonds  at  Washington  as  security  against  their  circulation. 
The  Secretary  of  the  Treasury  has  adopted  the  former  interpretation  and  repre- 
sentations have  been  made  to  him  that,  in  case  this  liberal  construction  of  the 
banking  law  were  adopted,  from  $ 2o,ooo,OQp  to  $ 30,000,000  per  annum  of 
additional  circulation  would  be  called  for  by  the  banks.  Already  a large 
amount  of  these  bonds  have  been  deposited  in  Washington  by  the  banks  in  ex- 
change for  bonds  at  higher  rates  of  interest. 

The  large  amount  of  capital  lent  from  this  dty  on  mortgage  in  Chicago,  gives 
importance  to  the  bill  filed  at  Chicago,  in  the  United  States  Circuit  Court,  by 
Jonathan  Young  Scammon,  against  Samuel  D.  Babcock,  of  New  York  (^ity,  the 
United  States  Mortgage  Company  of  New  York,  and  others,  to  set  aside  the 
foreclosure  sale  of  real  estate  under  a mortgage  given  to  that  company.  The 
plaintiff  raises  the  point  that  no  foreign  corporation  can  acquire  title  to  land  in 
Illinois  under  the  present  laws,  either  directly  by  deed,  or  indirectly  by 
mortgage.  A decision  in  his  favor,  the  Chicago  Tribune  observes,  would  create 
great  excitement,  and  bring  to  a sudden  stop  the  loaning  of  any  money  in  that 
city  by  eastern  corporations  on  real-estate  security. 

In  regard  to  the  prospective  demands  for  silver  in  the  East  it  is  said  by  some 
of  the  British  authorities  that  there  are  28,000  bales  of  silk,  worth  about 
.^3»cxx>,ooo,  now  in  stock  at  Shanghai,  and  that  trade  is  a good  deal  hampered 
for  want  of  silver.  The  foreign  banks  there  are  getting  from  15  to  20  per 
cent,  for  their  advances,  or  some  10  per  cent  above  the  Indian  market  rates, 
and  the  rates  of  native  money-lenders  and  banks  are  as  high  as  35  per  cent. 
At  Foochow  the  market  is  practically  stopped  for  want  of  funds  to  settle 
with,  and  everywhere  in  China  there  is  much  lack  of  silver,  while  the  only 
amount  likely  to  arrive  at  Shanghai  within  the  next  fortnight  is  some  £ 350, 00a 
That  sum  was  purchased  by  an  Eastern  bank  at  a price  equivalent  to  5s.  for 
the  tael  in  Shanghai,  so  that  the  bank  will  make,  as  rates  are  now  ruling, 
a profit  of  about  16  per  cent,  on  the  transaction.  In  India  trade  is  check^ 
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by  a glut  of  bills,  while  in  China  business  is  at  a standstill  for  lack  of  silver. 
The  impending  scarcity  * or  famine  will  probably  affect  a population  twice  that 
of  Bengal,  and  seriously  interfere  with  the  demand  for  European  goods  in 
China,  and  thus  stimulate  the  demand  for  silver  by  .causing  the  Chinese 
imports  of  commodities  to  fall  off. 

Since  the  failure  of  the  Bond  Street  Savings  Bank  considerable  interest  has 
been  excited  at  the  small  dividends  likely  to  be  realized  from  the  other  sus- 
pended banks,  and  at  the  heavy  expenses  of  winding  up  these  defunct  institutions. 
The  receiver  of  the  Mechanics  and  Traders*  Savings  Institution  reports  the 
appraised  value  of  the  assets  at  $ 1,212,449.70.  The  liabilities  amount  to 
$1,556,266.09,  leaving  a deficiency  of  $343,816.39.  This  deficiency  will  be 
increased  by  the  necessary  expenses  of  the  receivership.  It  is  also  liable  to  be 
increased  by  the  sale  of  securities,  which  are  changing  in  value  almost  daily. 
As  instances  of  the  mismanagement  from  which  the  institution  has  suffered,  the 
following  mention  is  made : May  19,  1864,  a special  Examining  Committee 
reported  that  on  January  1,  1857,  over  six  years  after  it  occurred,  a deficiency 
existed  of  $12,820.14;  and  on  November  14,  in  the  same  year,  a deficiency  of 
$62,812.14  was  reported  up  to  January,  1862.  Of  the  bank  building,  which 
is  contained  in  the  list  of  assets,  the  receiver  says  that  it  is  adapted  to  banking 
and  insurance  purposes  only,  and  to  force  its  sale  now  would  entail  a heavy  loss. 
The  depositors  are  not  expected  to  receive  more  than  75  per  cent,  of  their 
claims.  The  report  of  the  Abingdon  Square  Savings  Bank  is  to  be  presented 
in  a few  days.  This  is  another  of  the  institutions  whose  fall  is  ascribed  to  the 
locking  up  of  too  much  money  in  real  estate  injudiciously  selected. 

The  $2,000,000  water  loan  of  the  city  of  Boston,  was,  on  September  21st, 
awarded  to  Blake  Brothers  & Co.,  at  111.07  currency,  the  rate  of  interest  being 
five  per  cent.  gold. 


DEATHS. 

At  Boscobel,  Wisconsin,  on  Monday,  April  24th,  aged  forty  years,  Herman 
A.  Mybr,  Cashier  of  the  First  National  Bank  of  BoscobeL 

At  New  York  City,  on  Thursday,  September  21st,  aged  sixty-two  years, 
William  K.  Kitchen,  President  of  the  National  Park  Bank. 

At  Northfield,  Minnesota,  on  Thursday,  September  7th,  aged  thirty-nine 
years,  Joseph  Lee  Heywood,  Acting  Cashier  of  the  First  National  Bank  of 
Northfield.  He  was  murdered  by  robbers  while  resisting  them. 
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THE  AMERICAN  BANKERS’  ASSOCIATION. 

In  financial  as  well  as  in  political  history  we  often  find  that 
in  distant  places  similar  movements  begin  at  the  same  time 
without  any  concert  or  mutual  knowledge.  The  operation  of 
this  principle  is  illustrated  in  the  organization  of  the  Amer- 
ican Bankers’  Association  at  Philadelphia.  A similar  asso- 
ciation has  lately  been  formed  among  the  banks  of  Great 
Britain,  and  there  is  little  reason  to  doubt  that  both  these 
societies  have  their  origin  in  necessity,  and  are  capable  of 
rendering  g^eat  services  to  the  cause  of  sound  banking.  At 
some  future  time  we  shall  endeavor  to  give  an  account  of 
the  constitution,  objects  and  work  of  the  English  society. 
On  another  page  of  this  issue,  we  publish  a report  of  the 
American  Association.  Several  attempts  have  been  made  in 
past  years  to  establish  a union  among  our  banks.  We  be- 
lieve the  first  of  these  attempts  began  as  long  ago  as  the 
year  1838.  In  May,  1837,  all  the  banks  in  the  United  States 
suspended  specie  payments.  When  the  panic  had  abated, 
some  of  the  banks  in  New  York  and  elsewhere  took  meas- 
ures to  summon  a convention,  and  on  the  nth  April, 
1^38,  158  bank  delegates,  from  eighteen  States,  assembled 
in  this  city  for  the  purpose  of  united  action  in  regard  to 
the  currency  and  the  resumption  of  specie  payments.  We 
need  not  detail  the  proceedings  of  this  convention  further 
than  to  say  that  it  voted  by  a large  majority  to  resume 
in  January,  1839,  and  that  to  its  deliberations  in  part  was 
due  the  establishment  of  that  celebrated  system  of  banking 
which  was  created  by  the  New  York  Legislature  in  the  Act  of 
22 
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April,  1838.  This  system,  as  is  well  known,  was  not  only  com- 
mended in  high  terms  by  Sir  R.  Peel  and  by  other  English 
bank  reformers  during  the  Parliamentary  debates  which  pre- 
ceded the  passage  of  the  British  Bank  Act  of  1844,  t>ut  it 
was  the  basis  on  which  were  modeled  the  chief  features  of 
our  national  banking  system,  as  organized  by  Mr.  Chase  and 
Mr.  McCulloch  in  1863  and  1864  under  the  national  currency 
law. 

The  second  convention  was  held  in  this  city  in  1865,  two 
years  after  the  National  Banking  system  had  been  set  up. 
Like  the  first  convention  it  was  largely  attended  by  bank 
officers  from  all  parts  of  the  countr}^  It  was,  however,  re- 
stricted to  the  officers  of  the  National  banks ; and  the  plan 
of  uniting  these  institutions  together  in  a national  associa- 
tion proved  abortive.  The  foundation  and  the  principles  on 
which  this  union  was  attempted,  proved  too  narrow  for  the 
superstructure  which  was  designed  to  rest  upon  them. 

Last  year  a third  convention  was  held  at  Saratoga,  under 
much  more  promising  auspices.  A large  and  influential  body 
of  bank  officers  and  bankers  assembled,  but  as  mature  delib- 
eration was  necessary,  all  that  was  done  was  to  prepare  the 
preliminaries  for  a permanent  organization,  and  final  action  was 
postponed  till  the  present  year.  On  Tuesday,  October  3d,  the 
Philadelphia  convention  assembled,  and  its  sessions  continued 
for  three  days.  During  that  time  a constitution  was  adopted, 
officers  were  chosen,  and  a permanent  association  was 
created,  having  for  its  Executive  Committee  bankers  promi- 
nently known  in  the  chief  cities  of  the  United  States.  Among 
the  features  of  this  association  which  commend  it  to  the  confi- 
dence of  the  banking  community,  two  or  three  are  worthy  of 
special  notice.  It  is  limited  to  no  single  class  of  banks,  but  it 
includes  trust  companies,  and  savings  banks,  as  well  as  National, 
State  and  private  banks.  It  has,  moreover,  a definite  practi- 
cal object  in  view.  It  aims  to  spread  among  the  banks  and 
to  make  accessible  to  them  throughout  the  country,  such  in- 
formation as  will  be  of  general  utility  in  regard  to  legisla- 
tion and  other  questions.  For  example,  there  is  the  subject 
of  taxation.  It  is  well-known  that  our  banks  are  suffering 
from  excessive  fiscal  burdens.  No  less  than  one  hundred 
banks  in  various  parts  of  the  United  States  have  succumbed 
within  a few  months.  The  profits  of  legitimate  banking  are 
for  obvious  reasons  so  much  diminished,  that  the  banks  are 
no  longer  able  to  pay  as  heavy  taxes  as  formerly.  During 
the  war,  and  while  the  inflation  of  paper  money  values  was 
at  its  height,  a stimulus  was  given  to  all  kinds  of  business, 
and  the  profits  of  banking  and  of  commerce  generally,  were 
much  larger  than  they  are  now.  War  taxes  were  imposed 
both  on  commerce  and  on  banking ; and,  notwithstanding  the 
pressure  of  these  burdens,  they  were  endured  until  the  close 
of  the  war,  when  most  of  them  were  gradually  removed. 


Digitized  by  LjOOQle 


1876.]  the  AMERICAN  BANKERS*  ASSOCIATION.  33 1 

Nearly  all  the  war  taxes  of  every  description  have  been  re- 
pealed, and  those  imposed  upon  the  banks  alone  survive. 
Under  these  circumstances  the  American  Bankers*  Association 
deems  it  wise  to  make  its  first  movement  in  opposition  to 
these  taxes.  It  is  circulating  petitions  for  signature  through- 
out the  country,  and  it  has  issued  various  documents  in  aid 
of  the  effort  to  be  made  at  the  coming  session  of  Congress,  for 
removing  the  war  taxes  from  the  banks.  Three  reasons  are 
given  why  these  taxes  should  be  repealed.  First,  they  are 
inequitable,  excessive  and  unjust.  The  banks  cannot  afford 
to  pay  them.  They  are  suffering  under  the  pressure  of  these 
and  other  burdens,  and  they  are  looking  forward  to  the  still 
heavier  burdens  which  will  be  imposed  upon  them  by  the 
approaching  resumption  of  specie  payments.  In  view  of  the 
present  and  prospective  burdens  which  are  incident  to  the 
banking  business,  they  declare  that  except  the  relief  asked 
for  be  granted,  they  will  be  compelled  to  go  out  of  the  busi- 
ness. The  next  reason  assigned  is  that  the  taxes  in  question 
belong  to  the  system  of  war  taxation,  and  should  have  been 
repealed  with  the  rest  of  that  system  years  ago. 

As  scarcely  any  other  vestiges  of  specific  war  taxation  re- 
main now  upon  the  statute  book,  the  banks  contend  that  it 
is  a demand  of  simple  justice  that  all  the  war  taxes  on 
the  business  of  banking  should  be  at  once  removed.  Finally 
they  point  to  the  fact  that  in  no  other  country  in  modern 
times  is  the  business  of  banking  selected  for  taxation  as  in 
the  United  States.  In  England  no  banks  pay  taxes  to  the 
Government,  except  those  which  issue  bank  notes.  On  such 
banks  a tax  is  imposed  in  proportion  to  the  amount  of 
notes  issued.  Such  a tax  our  banks  should  not  object  to 
pay  upon  their  circulation.  But  the  tax  upon  their  capital 
and  deposits  is  both  impolitic  and  unjust,  and  it  is  these 
taxes  of  which  a repeal  is  demanded. 

Of  course  there  are  many  other  subjects,  some  of  which 
we  have  lately  ventured  to  suggest,  as  adapted  to  occupy 
the  attention  of  the  Association  hereafter.  But  they  have 
done  well  to  take  up  in  the  first  instance  a question  of  so 
definite  and  popular  a character  as  that  of  oppressive  taxa- 
tion. It  has  been  well  said  that  there  is  no  bond  so  likely 
as  a grievance  to  bind  great  bodies  of  men  together.  When 
the  banks  become  accustomed  to  act  together  for  this  com- 
mon object  they  will  the  more  easily  form  the  habit  of 
acting  together  for  other  purposes.  In  union  they  will  not 
only  find  strength,  but  many  other  benefits  conducive  to 
sound  banking.  The  American  Bankers*  Association,  under 
its  vigorous  management,  is  full  of  promise,  and  its  perma- 
nent establishment  on  the  basis  of  broad  and  liberal  prin- 
ciples should  promote  the  growth  of  our  banks  and  the 
strength  of  our  financial  system. 
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THE  CLEARING  HOUSES  OF  THE  UNITED  STATES. 

The  report  of  the  annual  meeting  of  the  New  York  Clear- 
ing House,  which  appears  elsewhere,  is  very  suggestive.  It 
proves  that  th^  transactions  of  the  year  ending  30th  Septem- 
ber were  smaller  than  those  of  any  year  since  1863.  The 
total  clearings  compare  as  follows  with  those  of  previous 
years  : 

New  York  Clearing  House  Transactions,  1872-76. 

Year  ending  Sept.  2,0.  1872.  *873.  *874.  *875.  1876. 

% % % % i 

Currency  exchanges.  32,636,997,403  .33,972,773,942  .20,850,681,962  .23,082,276,858  .19,874,815,360 


Currency  balances. . . 1,213,293,827.  1,152,372,108.  971,231,280.  1,404,346,845.  1,009,533,037 

Gold  exchanges 1,207,372,164  . 1,488,278,882  . 2,005,245,673  . 108,940,058  . 1,722,458,8^ 

Gold  balances 215,288,880  . 322,135,916  . 3x5,521,895  . 18,284,429  . 285,508,991 

Toul  transactions 35,272,952,275  .36,935,560,850  .24,142,680,812  .24,613,848,192  .22,892,316,275 

Average  daily  currency 

exchanges 105,964,277  . 117,022,137  . 68,439,483  . 79,3^f30i  . 70,349,427 

Average  daily  currency 

balances 3i939t265  . 3,765,821  . 3,173.958  • 3,608,976  . 3,288,381 


These  figures  show  the  extent  to  which  general  business,  as 
well  as  that  of  the  stock  exchange,  has  fallen  off  since  the 
panic  of  1873.  To  illustrate  this  point  still  further,  we  com- 
pare the  statistics  for  the  last  twenty-three  years  : 

Currency  Exchanges  and  Balances,  1853  to  1876. 

Oct.  to  Currency  Cask  Balances  Average  Daily  Average  Daily 

Oct.  Exchanges.  Paid,  Exchanges.  Balances. 

1853- 54  • 15.750*455.987  • I297.4n.493  • $19,104,504  . $988,078 

1854- 55  • 5,362,912,098  • 289,694,137  . 17,412,052  . 940*565 

1855- 56  . 6.906,213,328  • 334,714,489  22,278,107  . 1,079,724 

1856- 57  . 8,333,226,718  • 365,313,901  . 26,968,371  . 1,182,245 

1857- 58  . 4,756,664,386  . 314,238,910  . 15,393,735  • 1.016,954 

1858- 59  . 6,448,005,956  . 363,984,682  . 20,867,333  . 1,177.943 

1859- 60  . 7,231,143,056  . 380,693,438  . 23,401,757  . 1,232,017 

1860- 61  . 5,915,742,758  . 353,383.944  • 19,269,520  . 1,151,087 

1861- 62  . 6,871,443,591  . 415.530,331  • 22,237,681  . 1,344,768 

1862- 63  . 14,867,597,8^  • 677,626,482  48,428,657  . 2,207,252 

1863- 64  . 24,097,196,655  . 885,719,204  . 77,984,455  • 2,866,405 

1864- 65  . 26,032,384,341  • 1,035,765,107  . 84,796,040  . 3,373,827 

1865- 66  . 28,717,146,914  . 1,066,135,106  . 93,541,195  . 3,472,752 

1866- 67  . 28,675,159,472  . 1.144,963,451  . 93,101,167  . 3,7I7,4«3 

1867- 68  . 28,48^288,636  . 1,125,455,236  . 92,182,163  . 3,642,249 

1868- 69  . 37,407,028,986  . 1,120,318,307  . 121.451,392  . 3,637,307 

1869- 70  . 27,804,539,405  . 1,036,484,821  . 90,274,478  ; 3,365,210 

1870- 71  . 29,300,986,682  . 1,209,721,029  . 95,133.073  . 3,927,665 

1871- 72  . 33.844.369568  . 1,213,293,827  . 105,964,277  . 3,939,265 

1872- 73  . 33.972,773.942  . 1,152,372,108  . 111,022,137  . 3,765,921 

1873- 74  . 20,850,681,962  . 971,231,280  . 68,139,483  . 3,173.958 

1874- 75  . 23,042,276,858  . 1,104,346,845  . 79,326,301  . 3,608,976 

1875- 76  . 19,874,815,360  . 1,009,533,037  . 70,349,427  . 3,288,381 

All  these  transactions  have  been  settled  without  any  loss  or 
error.  The  Clearing  House  now  consists  of  fifty-nine  banks. 


Digitized  by  LjOOQle 


1876.] 


THE  CLEARING  HOUSES  OF  THE  U.  S. 


333 


fourteen  of  which  are  state  banks,  having  an  aggregate  capi- 
tal of  $12,385,200;  while  forty-five  banks  are  under  the 
national  law  and  have  a capital  of  $66,150,000.  The  aggre- 
gate capital  of  the  fifty-nine  banks  in  the  association  is 
therefore  $78,535,200,  against  $80,435,200  a year  ago.  In 
addition  to  these  banks,  sixteen  others  clear  through 
various  members  of  the  association  ; thus  the  whole 
of  the  banks  in  the  city  of  New  York  are  seventy-five. 
Of  these  the  twenty-eight  state  banks  have  a capital  of 
$ 15,322,200,  while  the  forty-seven  national  banks  have  a total 
capital  of  $66,500,000.  It  would  be  interesting  to  give  to 
the  public  an  annual  report  of  all  the  Clearing  Houses  in 
the  United  States.  These  institutions  are  now  twenty  in 
number,  as  is  shown  in  the  subjoined  list  : 


Clearing  Houses  of  the  United  States. 


Estadiish^d. 

City. 

State. 

A>.  of  Banks. 

1855 

..  New  York 

1856 

..  Massachusetts 

1858 

..  Pennsylvania 

27 

1858 

..  Maryland. 

1858 

..  Ohio.. 

9 

1861 

..  Massachusetts 

9 

1865 

..  Illinois 

25 

1865 

..  Pennsylvania 

18 

1866 

..  Ohio 

1867 

..  Connecticut 

1868 

..  Missouri 

36 

1868 

..  Wisconsin 

1868 

..  Ohio 

13 

1871 

. . Indiana 

*4 

1872 

..  Louisiana. 

•873 

..  Kansas 

9 

1874 

..  Minnesota 

8 

1876 

..  California 

14 

1876 

..  Kentucky 

1876 

Twenty  Clearing  Houses 

. . Massachusetts . . . . . 

394 

If  every  one  of  these  Clearing  Houses  were  to  publish  its 
annual  transactions,  at  a uniform  .period  of  the  year,  a con- 
siderable aid  would  be  given  to  the  investigation  of  the 
financial  and  banking  movements  of  the  country.  In  this 
country  the  operations  of  Clearing  Houses  are  more  com- 
pletely developed  than  in  Europe.  The  improvement  we 
have  suggested  would  tend  to  bring  our  clearing  methods 
a step  nearer  to  perfection.  Another  suggestion  is  that  the 
twenty  Clearing  Houses  should  be  so  associated  together 
as  to  form  a bond  of  union  among  the  banks  throughout 
the  country.  The  plan  offers  many  important  advantages ; 
and  were  it  feasible,  it  would  no  doubt  prove  capable  of 
doing  much  good.  But  the  machinery  of  the  American  Bank- 
ing Association  is  much  better  fitted  than  that  of  our  Clearing 
Houses  to  keep  up  the  active  correspondence  which  would 
be  needful. 
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MERCANTILE  FAILURES. 

BY  DR.  GEORGE  MARSLAND. 

The  last  quarterly  report  of  mercantile  failures  issued  by 
Dun,  Barlow  & Co.  is  very  instructive.  The  principal 
lessons  it  teaches  are  that  the  revival  of  general  business 
is  by  no  means  so  active  or  so  far  advanced  as  some  of  the 
more  hopeful  observers  have  supposed ; and  secondly,  that  the 
recovery  of  the  tone  of  confidence  has  been  more  evident 
during  the  last  month  than  at  any  previous  period  since  the 
panic  of  1873.  With  regard  to  the  first  point,  the  circular 
before  us  shows  that  the  failures  for  the  last  three  months, 
amounting  in  number  to  2,450,  show  an  increase  over  those 
of  the  previous  quarter,  of  656.  It  was  expected  that  the  de- 
cline in  the  second  quarter  of  this  year,  as  compared  with 
the  first,  would  be  followed  by  a similar  reduction  in  the 
number  for  the  third  quarter ; but  the  improvement  in  busi- 
ness did  not  begin  till  two-thirds  of  the  quarter  had  expired, 
and  even  then  it  was  too  restricted  to  influence  very  much 
the  affairs  of  men  in  an  embarrassed  position.  The  amount 
of  liabilities  involved  in  the  failures  of  the  third  quarter  of 
the  year,  shows  a considerable  decrease  in  proportion  to  the 
number  reported. 

As  a further  illustration  of  the  extent  of  the  depression  of 
business,  which  continued  to  so  recent  a period,  but  is  now 
partially  relieved,  the  circular  gives  the  statistics  of  the  in- 
solvencies of  each  of  the  last  seven  quarters,  and  shows  that 
14,787  mercantile  failures  have  occurred  in  that  period,  in- 
volving a total  indebtedness  of  $358,000,000.  This  gives  an 
average  liability  for  each  insolvent  of  $24,235,  with  an  aver- 
age number  of  2,112  insolvents  in  each  quarter.  It  will 
therefore  be  seen  that,  while  the  last  three  months  have  been 
fruitful  in  failures,  to  the  extent  of  about  300  above  the  aver- 
age, the  gross  indebtedness  of  each  of  these  failures  has 
been  some  $5,000  less  in  the  present  quarter  than  for  the 
seven  previous  quarters.  A comparison  of  the  three  months 
just  closed  with  the  same  quarter  last  year  leads  to  a similar 
conclusion.  In  number  the  insolvencies  are  greater,  but  less 
in  amount.  The  average  liabilities  are  only  $ 19,000  for  each 
failure,  against  $30,000  each  for  the  third  quarter  of  1875. 
Several  inferences  are  suggested  by  these  figures;  for  instance, 
the  failures  are  more  numerous  among  the  smaller  traders, 
and  fewer  large  disasters  are  reported  ; and,  moreover,  the 
failures  of  credit  have  been  gradually  lessened  and  indebted- 
ness reduced.  Both  these  conclusions  lead  to  the  belief 
that  the  state  of  business  and  of  credit  is  undergoing  a 
favorable  change.  Subjoined  are  the  tables  : 
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Third  Quarter  in 

Total  /or  First  Nine 

Total  /o 

r First  Nifir 

STA  TES  AND 

1876. 

Months  in  1876. 

Months  in  1875. 

TERRITORIES. 

No.  of 

Amount  of 

' No.  0/ 

Amount  0/ 

No.  0/ 

Amount  qf 

Failures.  Liisbilities. 

Failures 

Liabilities. 

Failures. 

Liabilities . 

% 

% 

% 

Alabama 

32 

9,898 

40  . 

490.8*7  . 

22  . 

543.000 

Arizona. 

Arkansas 

2 

13,000 

• *5  • 

203,649  . 

20  . 

221,000 



City  of  San  Fricisco. 

63 

19 

• 403.890 

. 260,280 

. 128  . 
. 5*  • 

*.*95.5961 

1,141,683) 

*65  . 

3.*34.*** 

Colorado 

12 

116,900 

. 34  . 

3*6.*4I  . 

53  • 

562,402 

Connecticut 

S8 

. 1,018,583 

. 156  . 

3,291,277  . 

141  . 

2,368,569 

Dakota 

6 

1 1,400 

9 • 

78.400  . 

...  . 

Delaware 

8 

68,600 

. *7  . 

201,600  . 

*5  • 

*54.500 

Dist.  of  Columbia.... 

5 

26,200 

. *7  • 

80,977  • 

16  . 

*39.924 

241,800 

Florida 

3 

55»«x> 

. *4  . 

121,000  . 

12  . 

Georgia 

20 

*07.554 

. *33  . 

2,955,  *45  • 

123  . 

4,3*8,430 

Idaho 

... 

I . 

3,500  . 

1 . 

3.«x> 

Illinois 

City  of  Chicago 

>39 

75 

. I.4H.4IO 

. 1.538.900 

; ni: 

5.307,410) 

7,514,800; 

277  . 

6,013,970 

Indiana. 

128 

. 1,104,400 

. 284  . 

3,235,521 

236  . 

3,654,012 

Iowa 

242 

. 1,701,500 

. 385  . 

3,*77,98o  . 

*3*  • 

1,014,805 

Kansas 

12 

97,400 

. 4*  . 

372,400  . 

57  • 

543.400 

Kentucky 

47 

• 1.037.47* 

. 178  . 

5,261,172  . 

106  . 

*,582,300 

Louisiana 

6 

24,200 

. 61  . 

*.148,993  • 

24  . 

702.484 

Maine 

35 

. 578,700 

. 1*3  . 

1,511,250  . 

90  . 

904,000 

Maryland 

26 

• 302,745 

102  . 

*,449,637  • 

85 . 

9,324,666 

Massachusetts 

City  of  Boston 

1 14 
58 

. 4,191,886 
. 1,528,900 

. 358  . 
. 222  . 

11,628,064) 
8.955,  *00; 

564  • 

*5.6*8,321 

Michigan 

190 

• 3.469.555 

. 44*  • 

7.9*7,399  • 

172  . 

2,490,652 

Minnesota 

32 

■ 843,904 

• • 

*,*07.989  • 

612,833  • 

109  . 

1,363,200 

8*3.465 

Mississippi 

7 

119,050 

64  . 

29  . 

Missoun 

18 

268,500 

. 7*  . 

1,062,700) 

*45  . 

*.7*5.793 

City  of  St  Louis  ... 

23 

• 975.8*4 

. 64  . 

*.063,057; 

Montana 

1 

20,000 

3 . 

1 . 

35.000 

Nebraska 

27 

30,900 

. 36  . 

88,100  . 

29  . 

176,400 

Nevada. 

8 

42,700 

16  . 

105.400  . 

23  . 

41  *,700 

New  Hampshire 

10 

72,055 

. 32  . 

463,555  • 

57  . 

890,900 

New  Jersey 

43 

. 737, 5>3 

. 122  . 

1,642,692  . 

77  . 

*,8^103 

New  York 

313 

. 7,095.9*4 

. 763  . 

16,388,295  . 

476  . 

8,474,857 

City  of  New  York  . 

203 

. 8,155,000 

. 645  . 

26,921,660  . 

546  . 

3*,696,355 

North  Carolina 

8 

54,600 

102  . 

772,885 . 

44  . 

67*.4*9 

Ohio 

80 

. 1,626,447 

. 284  . 

4,448,304) 

*.039,939; 

260  . 

4,686,334 

City  of  Cincinnati  . 

18 

. 430,932 

. 67  . 

Oregon 

12 

. 136,000 

. 26  . 

290,716 . 

*5  . 

210,448 

Pennsylvania 

167 

. 3,812,962 

. 403  . 

8,810,611) 

4*9  . 

13,019,883 

City  of  Philadelphia 

36 

. 759»>95 

. *09  . 

3,450,995; 

Rhode  Island 

26 

. 661,888 

. *15  . 

5.759,634 . 

59  . 

995.594 

South  Carolina 

6 

49.33* 

. 76  . 

*.307.996  ■ 

118  . 

*,554,5*8 

Tennessee 

11 

85,011 

. 130  . 

*.755,976 . 

83  . 

598.743 

Texas 

35 

. 228,324 

. 125  . 

1,246,462  . 

*93  . 

*.876,*39 

Utah 

I . 

6,000  . 

3 . 

53.500 

Vermont 

22 

• 331.596 

. 5*  . 

*.030,630 

49  . 

472,500 

Virginia  & West  Vir. 

21 

. *i*,5*3 

. 140  . 

2,993,842 . 

90  . 

*,480,370 

*,804 

Washington  Territ’y. 

2 

40,000 

5 . 

202,664 . 

1 . 

Wisconsin 

42 

. 1,784,239 

. *69  . 

3,604,344  • 

198  . 

*.5*3>o*7 

Wyoming 

9 

. 103,900 

. 10  . 

*40,900 . 

•••  V 

Total 

2,450 

•47.857.371 

.7,050  . 

156,272,800  . 

5.334  . 

131,172,503 

Dominion  of  Canada. 

’ 398 

. 5>09*,9*4 

.i.*56  . 

*7.786,150 .1,569 . 

21,911.544 
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MERCANTILE  FAILURES  JANUARY  I,  1875,  TO  SEPTEMBER  30,  1876. 

1875.  1876. 

No.  0/  Avera^  No.  0/  Avera^ 

Failurei.  Liabilities.  Liabilities.  Failures.  Liabilities.  Liabilities. 

First  Quarter....  1,982  . $43,173,000  . $21,782  . 2,806  . $64,644,000  . $23,038 

Second  Quarter.  1,581  . 33*667,000  . 21,295  • *»794  • 43*.77*»«»  • 24,398 

Third  Quarter...  1,771  . 54,328,000  . 30,676  . 2,450  . 47,857*371  • 19*533 

Fourth  Quarter.  2,405  . 70,888,000  . 29,475  . 

With,  regard  to  the  improvement  in  business,  the  circular 
points  out  several  circumstances  which  have  not  always  been 
fully  appreciated  in  the  current  estimates  of  the  financial  sit- 
uation. For  example,  there  is  the  fact  that  the  main  burden 
of  the  depression  which  followed  the  revulsion  of  1873,  fell 
upon  the  manufacturing  and  mercantile  population,  while  the 
producers  in  agricultural  regions  have  prospered.  The  farm- 
ing classes,  whose  prosperity  involves  that  of  all  others  in 
this  country,  have  been  exceptionally  favored.  Good  crops, 
bringing  good  prices,  cheap  freights,  reduced  cost  of  labor, 
and  lower  prices  for  all  supplies,  have  largely  increased  their 
purchasing  power,  and  placed  them  in  a position  compara- 
tively independent  of  the  adverse  circumstances  which  im- 
poverished other  classes  of  the  community. 

On  this  subject  Messrs.  Dun,  Barlow  & Co.  offer  the  fol- 
lowing pertinent  observations : “ It  is  significant  that  the 
gloom  which  pervades  the  commercial  horizon  of  the  rest  of 
the  world,  has  not  only  been  more  disastrous  and  destructive 
of  confidence  abroad  than  in  this  country,  but  that  the  signs 
of  vitality,  and  of  a return  of  healthy  trade,  seem  far  more 
distant  than  here.  Excepting  France  and  Belgium,  almost  in 
every  other  commercial  country  the  failures  have  been  quite 
as  numerous  in  proportion  to  the  number  engaged  in  busi- 
ness, as  in  the  United  States.  But  in  addition  to  this,  the 
daily  reports  indicate  an  extent  of  liabilities  far  exceeding  in 
magnitude  those  in  this  country.  So  that  an  expansion  in 
permanent  expenditure  in  this  country  far  exceeding  the 
bounds  of  prudence,  an  enormous  debt,  a disorganized  cur- 
rency, a recklessness  in  trade,  and  an  extravagance  in  living, 
has  not  prevented  our  commercial  fabric  from  sustaining 
itself  with  far  less  signs  of  distress  than  appear  in  other 
countries  that  are  free  from  these  hurtful  disabilities.  Under 
these  circumstances,  is  it  not  fair  to  assume  that  the  vigor 
and  elasticity  exhibited  under  such  pressure,  in  the  presence 
of  such  adverse  conditions,  will  enable  the  country  the  more 
rapidly  to  achieve  a prosperity  which  shall  be  permanent  and 
all-pervading.  The  improvement  in  business  within  the  past 
month  may  be  regarded  as  the  first  feeble  intimation  of  this 
change.  It  would  be  unsafe  to  rely,  however,  too  implicitly 
on  the  expectation  that  the  hard  times  are  nearly  over.  The 
spurt”  in  trade,  which  some  term  the  activity  of  Septem- 
ber, is  not  likely  to  be  followed  by  a continuous  revival 
throughout  the  autumn  and  winter. 
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Failures  in  the  United  States,  1873  to  1875. 


STATES  AND 

No.  0/ 

1873. 

Amount  of 

No.  0/ 

1874. 

Amount  of 

No.of 

1875. 

Amount  of 

TERRITORIES,  Failures. 

Liabilities. 

% 

Failures 

Liabilities. 

$ 

Failures.  Liabilities. 

% 

Alabama 

52 

h337»«x> 

■ 48 

963,000 

42 

1,118,100 

Arkansas. 

17 

307,000 

22 

406,000 

. 31 

391.300 

^^^^Califomia 

Colorado 

70 

1,500,000 

. 68 

. 2,571,000 

• 237 

. 70 

. 5,281,111 

9*8,351 

. 2,851,926 

Connecticut 

104 

1,452,000 

. 151 

2,286,000 

. I9I 

Delaware 

3* 

663,000 

. 27 

578,000 

21 

259,500 

Dist.  of  Columbia 

*3 

240,000 

. 18 

256,000 

18 

. 161,924 

Florida 

10 

358,000 

14 

293,000 

16 

. 262,800 

Georgia 

67 

2,113,000 

. 118 

. 1,845.000 

. 156 

6,128,464 

Idaho  Territory., 

. 

1 

3,000 

Illinois 

329 

7,109,000 

• 332 

■ 7.5>o,ooo 

. 409 

8,218,470 

Indiana 

134 

2,260,000 

. 167 

. 2,397,000 

. 332 

4,804,052 

Io\va 

141 

1,917,000 

. 144 

. 2,034,000 

• 'h 

1,610,305 

Kansas 

94 

821,000 

. 94 

988.000 

. 88 

829,400 

Kentucky 

125 

2,287,000 

. 167 

. 1,879,000 

. 148 

3.669,758 

Louisiana 

74 

2,831,000 

. 99 

. 4,429,o» 

. 58 

2,937,684 

Maine 

So 

753,000 

84 

1,063,000 

. 130 

• 1.537.500 

Marylai}d 

63 

1,229,000 

. 110 

1,691,000 

. 108 

. 10,067,690 

Massachusetts .... 

11,224,000 

• 416 

. 10,600,000 

. 772 

*7.494,943 

Michigan 

3,917,000 

. 286 

. 4*477.«» 

. 283 

. 4.123,718 

Minnesota 

61 

944,000 

60 

. 1,029,000 

140 

1,803,406 

Mississippi 

79 

909,000 

66 

• J.5SS.OOO 
. 3,061,000 

• 15 

913.565 

3.748,793 

Missouri 

188 

5,867,000 

• 175 

. 189 

Montana 

6 

. 92,000 

Nebraska 

22 

311,000 

. 42 

521,000 

• 32 

197,400 

Nevada. 

• 45 

. 1,011,700 

New  Hampshire. 

27 

5*3»a» 

• 32 

266,000 

• 73 

. 1,076,400 

New  Jersey 

1 19 

2,482,000 

. 146 

. 3,854,000 

• 134 

. 2,830,485 

New  York 

544 

13,721,000 

• 573 

. 10,295,000 
. 32,580,000 

. 706 

. 11,920,822 

New  York  City... 

644 

92,635,000 

. 645 

. 951 

• 49.*63-6«7 

North  Carolina... 

63 

672,000 

. 56 

542,000 

. 928,429 

Ohio 

321 

11,320,000 

• 343 

. 8,481,000 

. 3^ 

. 7.*93.*82 

Oregon 

. 18 

219,448 

Pennsylvania 

576 

31,445,000 

. 644 

. 34,774,000 

. 583 

. 18,247,872 

Rhode  Island. .... 

58 

15,259,000 

• 71 

1,250,000 

. 106 

. 6,281,695 
. 2,781,048 

South  Carolina ... 

36 

1,927,000 

61 

. 1,531,000 

• 131 

Tennessee......... 

77 

1,036,000 

. 94 

. 1,585,000 

. 136 

. 1,121,839 

Texas 

116 

1,751,000 

. 142 

2,201,000 

969,000 

. 250 

• 2,495,849 

Territories 

44 

868,000 

. 67 

Utah  Territory ... 

... 

^ 36 

380,000 

! 8 

249,500 

Vermont 

21 

350,000 

• ^2 

772,700 

Virginia  & W.  Va. 

125 

2,188,000 

. Ill 

1,514,000 

. 138 

• 3.296,307 

Washington  Ter. 

. 

1 

2,804 

Wisconsin 

81 

1,574,000 

lOI 

• *,575.000 

• 45 

. 2,130,346 

Total 

5.  >83 

.228,499,000 

•5,830 

■ •55.  *39.000 

•7»740 

.201,060,353 

Canada 

. 

It  is  interesting  to  compare  the  disasters  of  these  years 
with  those  of  the  period  which  has  elapsed  since  the  panic  of 
1857.  We  shall  have  to  look  back  as  far  as  the  year  1861 
before  we  can  find  the  aggregate  failures  throughout  the 
country  reaching  as  high  as  the  average  of  1875.  In  1861 
the  year’s  failures  were  6,993,  and  amounted  to  $207,210,000. 
Three-fourths  of  these  aggregates  would  give  5,244  failures, 
amounting  to  $155,407,500. 
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Failures  in  the  United  States,  1857  to  1875. 


— New  York. — > / Boston. . ^Philadelphia.—^.  r— United  States. — 

No.  Amount.  No.  Amount.  No.  Amount.  No.  Amount. 


1857  . 9*5  • 253  .4*.o*o»«x>  • 280 

1858  . 406  . 17,775,462  . 123  . 4*178,925  • *09 

1859  • 290  . 13,218,000  . 123  . 4,759,000 . 105 

1860  . 428  . 22,127,297  . 172  . 4,956,760 . 144 

1861  . 980  . 69,067,114 . 480 .18,317,161  . 3^ 

1862  . 162  . 7,491,000  . 120  . 2,023,000  . 60 

*863  . 34.  1,670,000.  50.  1,096,100.  14 

1868  . 417  . 31,654,000 

1869  . 418  . 21,370,000 

1870  . 430  . 20,573,000 

1871  . 324  . 20,740,000 

1872  . 385  . 20,684,000 

1873  .644.  92,635,000.^ 

1874  .645.  32,580,000.  . ... 

*875  • 95*  * 49*263,667 

1876*.  645  . 26,921,660 


% i 

32,954,000 . 4,932 .291,750,000 
10,002,385 . 4*225  . 95*749»«» 
2,589,000 . 3,913  . 64,394,000 
6,107,936 . 3,676  . 79,807,000 
21,294,363 . 6,993  .207,210,000 
1,310,000  . 1,652  . 23,049,300 
401,500 . 485  . 6,864,700 

2,608  . 63,774,000 

2,799  . 75*054*000 

3*55*  • 88,242,000 

2,915  . 85,252,000 

4*069 .121,056,000 

5**83  228,499*000 

5*830.155*239*000 

7*740  .201,060,353 

7*050  .156,272,800 


• Jan.  I to  Sept. 


One  of  the  most  obvious  lessons  suggested  by  these  sta- 
tistics is  as  to  the  enormous  waste  of  capital  which  they 
bring  to  light.  They  show  that  since  1868  the  failures  in 
the  United  States  have  amounted  to  $1,174,449,153,  and  that 
from  1857  to  1863,  the  failures  amounted  to  $768,824,000. 
The  aggregate  of  the  two  periods  is  $1,943,273,153.  If  we 
estimate  thirty  per  cent  as  the  average  dividend  received  by 
the  creditors,  the  losses  inflicted  upon  them  would  amount  to 
$1,360,291,207,  of  which  sum  over  600  millions  have  been  lost 
since  1868.  In  other  words,  a sum  equal  to  one-half,  of 
our  national  debt  has  been  lost  by  the  commercial  com- 
munity in  consequence  of  the  failure  of  their  debtors. 

Another  deduction  is,  that  the  risks  of  business,  though 
large,  are  much  less  than  is  often  supposed,  and  that  the 
percentage  of  losses  is  being  slowly  reduced.  The  number  of 
insolvencies,  however,  is  greater,  though  their  average  amount 
is  diminished.  The  failures  for  nine  months  of  1876,  are 
7,050,  which  is  more  than  one  per  cent,  of  the  firms  engaged 
in  mercantile  business  in  this  country.  It  will  be  seen  that 
prior  to  the  panic  of  1873,  failures  did  not  average,  for 
several  years,  more  than  one  per  cent,  per  annum.  Since  the 
panic  it  has  barely  reached  one  per  cent.  Hence,  the  failures 
for  three-quarters  of  this  year  affect  a greater  proportion  of 
the  business  firms  than  the  average  of  previous  years.  As 
we  have  said,  however,  the  proportionate  amounts  of  capital 
lost  by  the  insolvencies  are  diminishing,  and  we  are  war- 
ranted in  deducing  the  inference,  that  of  late,  credits  have 
been  more  judiciously  given  than  in  former  years,  as  is 
proved  by  the  circumstance  that  the  failures  individually  are 
for  smaller  sums,  although  the  great  general  volume  of  mer- 
cantile business  in  the  country,  was  probably  about  the  same 
in  each  year.  The  amount  of  the  mercantile  business  of  the 
country  has  been  lately  estimated  at  68,000  millions  of  dollars 
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a year.  This  estimate  would  give  51,000  millions  as  the  ag- 
gregate transactions  of  nine  months.  Hence  it  appears  that 
51,000  millions  of  commercial  transactions  have  yielded  but 
156  millions  of  insolvencies.  If  thirty  per  cent,  was  paid  to 
the  creditors,  their  losses  would  be  no  millions,  or  less  than 
one-fourth  per  cent.  Hence  it  appears  that  great  as  are  the 
risks  of  mercantile  business,  an  insurance  fund  of  one-fourth 
per  cent,  would  not  only  suffice  to  pay  the  actual  losses  at 
the  high  average  of  the  last  nine  months,  but  it  would  leave 
a surplus  for  emergencies,  of  seventeen  millions  of  dollars. 
Of  course  we  do  not  decide  whether  or  not  it  is  possible  in 
the  present  condition  of  business,  to  apply  the  principle  of 
insurance  to  bad  debts,  or  whether  the  obstacles  to  the  adop- 
tion are  not  too  great  to  be  surmounted.  We  simply  renew 
the  suggestion  we  made  on  the  subject  some  months  ago, 
that  it  may  be  kept  alive  in  the  public  mind. 


THE  CONTROVERSY  CONCERNING  INTEREST  ON 

DEPOSITS. 

It  is  well  known  that  a lively  discussion  has  sprung  up 
among  the  banks  of  London,  with  regard  to  the  custom  of 
pa)ring  interest  on  current  accounts.  The  method  of  attract- 
ing capital  to  the  banks  by  the  payment  of  interest,  has  been 
of  great  service  in  certain  stages  of  the  past  history  of  bank- 
ing in  this  country  and  abroad.  But  it  is  argued  by  many 
persons  that  the  stage  of  bank  development  has  been  long 
passed  when  such  payments  can  be  regarded  as  useful  or 
even  legitimate.  Without  going  so  far  as  this,  we  may  freely 
admit  that  there  is  a necessity  for  more  discrimination  than 
has  been  used  on  this  subject  in  the  past.  Still,  there  is  so 
great  a diversity  of  opinion,  that  we  had  hoped  that  a calm, 
temperate  analysis  of  the  arguments  on  both  sides  of  this 
controversy  would  have  been  delivered  by  some  of  the 
speakers  at  the  recent  Bank  Convention,  at  Philadelphia. 
But  the  multitude  of  topics  pressing  on  the  attention  and 
the  very  short  period  available  for  the  sessions,  precluded 
the  possibility  of  taking  up  this,  as  well  as  several  other  sub- 
jects of  practical  interest.  As  a contribution  to  the  history  of 
the  controversy,  we  give  the  subjoined  extract  from  an  article 
in  the  London  Times^  on  one  or  two  of  the  questions  which 
are  now  most  prominent  in  England  : 

“ It  will  be  a subject  of  real  regret  and  danger,  if  the  Lon- 
don banks  permit  the  present  condition  of  their  business  in 
deposits  to  pass  away  without  commencing  the  wholesome 
and  long  needed  reform  regarding  the  rates  of  interest 
allowed  by  them  on  current  and  deposit  accounts.  As  con- 
cerns the  current  accounts,  the  Union  and  the  other  one  or 
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two  banks  who  still  follow  that  practice,  have  wisely  so  cut 
down  the  rates  and  altered  the  conditions,  that  the  whole 
affair  has  become  virtually  nominal,  and,  being  nominal,  it 
had  better  be  abandoned  altogether.  It  is  a practice  wholly 
unsound,  when  applied  to  London  banking,  and  it  has  only 
lingered  in  two  or  three  cases  because  long  since  reduced  to 
little  more  than  a plausibility  on  paper.  The  allowance  of 
interest  on  deposits  is  a larger  and  more  serious  matter. 
The  Bank  of  England  rate  is,  and  has  been  for  some  time, 
two  per  cent,  per  annum.  Under  the  old  rule,  the  banks 
would  have  allowed  one  per  cent,  on  deposits,  but  for  weeks 
past  such  an  allowance  would  have  been  the  purest  folly  or 
the  most  manifest  benevolence,  for  the  deposits  could  not  be 
employed  at  any  such  rate,  and  when  the  masses  of  capital 
to  be  dealt  with  amount  to  scores  of  millions  the  difference 
of  a fraction  on  the  wrong  side  entails  the  loss  of  tens 
of  thousands  in  the  aggregate.  The  banks,  therefore, 
very  wisely  have  been  reducing  the  allowances  to  fifteen  and 
even  ten  shillings  per  cent,  per  annum,  and  in  no  small 
number  of  cases  have  been  refusing  deposits  altogether. 
Now,  the  cardinal  condition  of  all  sound  and  safe  banking 
is,  that  the  banker  shall  not  make  himself  responsible  for 
deposits  which  he  cannot  employ  at  a profit  in  the  best 
banking  securities.  It  is  no  part  of  the  business  of  a banker 
to  act  as  an  investment  agent  for  his  customers ; and  it  may 
be  safely  said,  that  in  all  cases  where  banks  have  assumed 
and  persisted  in  such  functions,  they  have  come  to  mischief. 
For  some  years  past,  and  at  this  moment,  the  greatest  finan- 
cial peril  of  the  country  is  precisely  this  undue  and  enormous 
accumulation  of  scores  of  millions  of  deposits  in  the  hands 
of  a few  London  banks,  and  the  only  way  to  diminish  this 
peril  is  for  the  banks  to  refuse  on  principle  to  accept  de- 
posits except  on  terms  which  leave  them  a positive  profit. 
At  this  moment  the  true  policy  of  the  banks  should  be,  now 
that  the  rate  of  allowance  has  fallen  to  the  absurd  rate  of 
half  per  cent,  per  annum,  to  say  that  until  the  course  of 
trade  takes  a decided  turn,  they  will  not  allow  any  interest 
at  all.  The  effect  of  a measure  of  this  kind  would  be  en- 
tirely salutary,  and  for  several  reasons.  First,  it  would,  in  a 
material  degree,  compel  the  public  to  examine  with  new  in- 
terest the  causes  which  have  led  to  the  stagnation  of  trade, 
and  to  endeavor  to  find  remedies — processes,  both  of  them, 
beneficial  on  every  ground  ; secondly,  it  would  constitute  a 
desirable  departure  from  the  general  assumption,  that  banks 
can,  under  all  circumstances,  be  relied  on  to  pay  to  deposi- 
tors rates  within  a fraction  of  the  highest  market  rates,  al- 
though the  banks  themselves  may  sustain  loss  by  the  opera- 
tion ;•  and,  thirdly,  it  would  enable  the  banks  to  draw  still 
tighter  the  rules  of  selection,  as  regards  bills  and  securities. 
It  must  not  be  assumed  that  because  good  bills  are  scarce. 
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unsound  and  finance  bills  are  at  an  end.  They  are  not  so 
plentiful  as  they  were,  but  they  still  abound  ; and  so  long  as 
the  banks  have  to  struggle  for  small  fractions  of  profit  on 
their  deposits,  there  is  great  danger,  as  all  experience  proves 
(and  especially  the  experience  of  1875),  that  the  tempta- 
tion of  high  rates  of  discount,  obscures  the  vision  as  regards 
the  doubtful  nature  of  the  security/’ 

A more  elaborate  summary  of  the  arguments  on  each  side, 
is  given  by  the  Pall  Mall  Gazette,  After  referring  to  the 
Aberdare  failures  and  the  other  commercial  disasters  of  a 
year  or  two  ago,  the  Gazette  says : “ The  facilities  which 
could  enable  speculators  to  continue  their  course  for  several 
years,  by  the  renewal  and  gradual  enlargement  of  millions  of 
mere  accommodation  paper,  could  only  have  been  possible 
under  a system  which  created  and  maintained  a strong  de- 
mand for  mercantile  bills  on  the  part  of  the  banks  in  Lon- 
don and  elsewhere,  but  especially  in  London,  having  immense 
sums  of  cash  deposits  to  employ  at  the  highest  rates  consist- 
ent with  apparent  prudence ; and  having  to  employ  these 
deposits  at  the  highest  rates  because  the  banks  had  engaged 
to  allow  upon  them  the  highest  rates  consistent  with  ap- 
parent prudence.  During  the  last  ten  or  twelve  years  two 
circumstances  have  essentially  changed  the  economic  condi- 
tions under  which  deposits  are  accumulated  in  the  London 
banks^  and  are  employed  by  them.  First,  the  allowance  by 
the  banks  of  rates  of  interest  on  deposits  always  within  one 
per  cent,  of  the  minimum  rate  of  discount  at  the  Bank  of 
England,  has  rendered  the  deposit  vouchers  of  the  banks  the 
most  convenient,  and  nearly  the  most  profitable,  security  in 
which  masses  of  floating  capital  can  be  employed,  implying, 
as  these  deposit  vouchers  do,  punctual  repayment  of  the 
exact  principle  on  demand,  and  a full  current  rate  of  interest 
calculated  to  the  last  moment  of  withdrawal.  These  induce- 
ments have  drawn  to  the  banks,  year  by  year,  larger  masses 
of  the  floating  capital  within  the  country,  until  at  length  the 
deposits  held  by  about  a dozen  of  the  leading  joint-stock 
banks  in  London,  alone,  have  reached  quite  a hundred  mil- 
lions sterling,  and  more  than  sixty  millions  of  this  are  in  the 
hands  of  three  of  the  older  joint-stock  banks.  In  point  of 
fact,  these  banks  have,  by  force  of  circumstances,  become 
quite  as  much  investment  companies  as  banks.  Secondly,  the 
tendency  to  convert  these  banks  into  investment  companies 
has,  during  the  last  ten  years,  been  greatly  fostered  by  the 
steady  growth  of  the  floating  capital  of  the  country  itself, 
and  that  brought  into  it  by  foreigners,  and  particularly  by 
the  accumulation  in  London,  since  the  political  collapse  in 
France,  of  enormous  floating  funds  which  were  previously 
employed  on  the  Continent.  The  rapid  increase,  too,  of  se- 
curities to  bearer,  available  in  any  European  market,  and  the 
enormous  dealings  which  are  now  carried  on  in  such  securi- 
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ties,  all  tend  to  add  to  the  deposits  of  the  banks  sums  of 
money  unknown  before  the  time  of  telegraphs.  The  effect  of 
these  causes  has  been  to  alter,  considerably  for  the  worse, 
the  relation  of  the  joint-stock  banks  to  the  money  market, 
meaning  by  the  money  market,  the  amount  of  funds  available 
for  carrying  on  the  current  daily  business  of  a community  of 
merchants  and  traders,  who,  in  the  course  of  their  legitimate 
dealings,  have  bills  to  discount,  short  loans  to  raise,  and  tem- 
porary advances  of  a fluctuating  character,  governed  by  the 
occurrence  of  sales,  markets,  the  arrival  of  ships,  and  so  on, 
to  secure.  It  is  these  current  daily  wants  which  constitute 
the  wholesome  applications  to  bankers,  and  the  money  mar- 
ket is  in  a sound  state  when  these  applications  on  the  one 
side  can  be  supplied  at  say  four  per  cent,  out  of  funds 
which,  on  the  one  side,  can  be  most  profitably  employed  in 
such  temporary  securities.  We  have  said  joint-stock  banks  in 
contradistinction  to  private  banks,  because,  as  is  very  well 
known,  it  is  the  joint-stock  banks  which  have  specially  de- 
voted themselves  to  the  deposit  system.  The  private  bankers 
also  take  money  on  deposit  at  the  joint-stock  rate,  but  then 
only  from  their  own  customers — that  is,  from  parties  who 
have  had  banking  accounts  with  them  for  longer  or  shorter 
periods,  and,  although  the  difference  may  not  appear  large  on 
paper,  it  is  very  large  in  practice.  The  deposits  with  some 
of  the  joint-stock  banks  have  ^own  to  a magnitude  which 
implies  a machinery  of  administration  far  exceeding  any 
previous  experience.  The  London  and  Westminster  Bank, 
for  example,  has  thirty  millions  sterling  of  deposits,  or 
double  the  amount  which  it  held  twelve  or  fifteen  years  agd. 
But  the  manipulation  of  thirty  millions  of  deposits,  to  be  em- 
ployed in  purely  banking  securities,  is  a work  of  almost  un- 
speakable labor,  skill,  and  nicety.  The  bills,  warrants,  guar- 
antees, credits,  and  engagements,  upon  which  this  sum  has 
to  be  employed,  change  daily  and  hourly,  and  somebody 
must  be  provided  who  shall  be  able  to  form  a critical  opinion 
on  each  case,  and  act  upon  that  opinion  promptly.  The 
detail  of  such  a process  is  endless  and  exhausting,  but  unless 
it  be  well  and  regularly  met,  it  is  certain  that  severe  losses 
will  ensue ; because  the  odds  are  indefinite  against  the 
banker,  inasmuch  as  every  borrower  knows,  of  course,  most 
about  the  weak  points  of  the  security  he  offers,  and  takes 
care  to  keep  that  knowledge  to  himself. 

“ These  circumstances  have  profoundly  altered  the  economic 
conditions  of  deposit  banking  in  London  ; and  the  latest  and 
most  striking  evidences  of  the  alteration  are  the  very  serious 
losses  recently  sustained  by  the  banks ; these  losses,  it  is  well 
to  repeat,  arising  from  the  necessity  resting  on  the  banks  of 
making  profit  or  avoiding  loss  by  employing  their  deposits 
on  securities  taken  on  evidence  of  very  insufficient  character. 
The  banks,  first,  had  too  much  money  to  lend,  and  secondly. 
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too  little  time  to  give  to  lending  it.  The  joint-stock  banks 
have  already  had  a meeting  to  consider  whether  they  can 
amend  the  system  for  the  future,  and  it  appears  that  some 
of  the  leading  authorities  among  them  have  quite  made  up 
their  minds  that  the  step  of  primary  and  vital  importance  is 
to  abolish  the  existing  traditionary  rule  of  fixing  the  allow- 
ance on  deposits  at  one  per  cent,  per  annum  under  the  Bank 
of  England  minimum,  or,  as  it  is  called  in  City  language, 
‘one  under  Bank.*  For  this  rule  it  is  proposed  to  substitute 
a committee  representing  the  banks,  which  shall  meet  period- 
ically and  shall  fix  the  rates  to  be  allowed  by  the  banks  on 
deposits.  This  proposal  has  been  supported  and  urged  upon 
the  other  joint-stock  banks  by  the  London  and  Westminster 
Bank.  It  is  understood  that  it  has  been  rejected.  Both  these 
proposals  are  sound  as  regards  both  the  banks  and  the  pub- 
lic. The  circumstances  under  which  the  Bank  of  England 
minimum  rate  could  with  reason  and  safety  be  taken  as  the 
regulating  pivot  of  the  rate  of  interest  to  be  allowed  on  de- 
posits in  London  have  wholly  passed  away — passed  away,  in- 
deed, twelve  or  fourteen  years  ago.  The  adherence  to  the 
Bank  of  England  minimum  as  the  regulator  has  been  the 
source  of  no  small  mischief  during  recent  years,  and  if  still 
adhered  to  will  sooner  or  later  produce  a catastrophe.  But 
if  the  Bank  of  England  official  figure  be  discarded,  it  can 
only  be  replaced  by  the  resolutions  from  time  to  time  of  a 
representative  committee,  unless  each  bank  be  left  to  quote 
its  own  terms  in  its  own  way.  There  is  no  abstract  reason 
why  this  free  course  should  not  be  taken ; and  if  it  was  pos- 
sible that  a committee  could  in  any  substantial  degree  fix 
upon  rates  which  would  be  less  in  favor  of  the  public  than 
those  arising  from  individual  quotations  the  individual  quo- 
tations should  have  the  preference.  But  this  result  is  nearly 
impossible.  The  committee  would  be  itself  a compromise  of 
persons,  and  its  decisions  would  be  a compromise  of  views, 
and  those  views  always  tending  to  the  encouragement  of 
transactions  — that  is,  towards  offering  the  most  favorable 
terms  to  the  public. 

“We  have  said  that  it  is  for  the  interest  of  the  public  as 
well  as  the  banks  that  the  present  excessive  allowance  of 
interest  on  deposits  in  London  should  be  reduced  to  limits 
which  will  permit  the  banks  to  make  a fair  profit  by  taking 
only  first-rate  mercantile  securities.  In  the  first  place  what 
is  really  meant  by  the  generally  used  and  generally  misun- 
derstood term  “over-trading”  is  that  trader  A carries  on  a 
large  speculative  business  with  too  little  money  of  his  own 
and  too  much  of  the  money  of  other  people.  He  buys  goods, 
and  he  engages  to  pay  for  them  at  the  end  of  so  many 
months,  standing  in  the  meantime  as  a book  debtor  to  the 
seller ; or,  as  more  commonly  happens,  he  becomes  the  ac- 
ceptor of  bills  drawn  by  the  seller,  and  these  bills  are  dis- 
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counted  by  the  seller  in  London  or  elsewhere,  by  means  of 
deposits  held  by  bankers,  joint-stock  and  private.  It  is  per- 
fectly clear,  that  the  larger  these  deposits  are,  the  more 
eager  the  demand  for  bills,  and  the  greater  the  chance  of 
unsound  bills  being  passed  for  discount.  The  whole  secret 
of  the  career  of  some  recent  frauds  was  a scientific  apprecia- 
tion of  this  fact.  The  delinquents  had  the  acuteness  to  see 
more  clearly  than  other  people,  that  the  chance  of  a fortune 
existed  in  the  plethora  of  deposits  and  the  antiquated  modes 
of  administrating  them.  Now,  the  reorganization  of  the  de- 
posit system,  operating,  as  it  would  ultimately  do,  in  dimin- 
ishing the  volume  of  deposits,  and  in  augmenting  the  margin 
of  profit  on  that  diminished  volume,  would  cut  off  the  most 
powerful  inducements  to  overtrading,  by  rendering  it  difficult 
for  the  overtraders  to  get  money  through  the  medium  of 
discounts  and  advances.  There  is  no  overtrading  so  long  as 
the  goods  sell  to  a profit  in  time  to  meet  the  bills  drawn 
against  them.  If  they  do  not  so  sell,  then  somebody  must 
find  money  to  renew  the  bills  for  a second  term,  in  the  hope 
that  the  goods  may  sell  before  it  expires — and  that  somebody 
has  been  generally  found  to  be  the  banker.  In  other  words, 
too  much  of  the  floating  capital  of  and  within  the  country 
has  been  held  in  the  form  of  bank  deposits,  has  borne  too 
high  rates  of  interest,  and  has  been  employed  in  ‘overtrad- 
ing ’ securities.  It  is  quite  true  that  the  facility  of  obtaining 
discounts  is  one  of  the  great  advantages  possessed  by  this 
country.  It  keeps  trade  open,  free  from  cliques,  and  gives  a 
perpetual  chance  to  men  of  energy,  ability,  and  ambition  to 
strike  out  new  trades  and  new  methods  of  enlarging  and 
transforming  old  trades.  But  this  is  an  advantage  in  no  * 
danger  whatever  of  being  impaired.  The  growth  of  wealth 
of  late  years,  and  certainly  for  years  to  come,  has  been,  and 
will  be,  more  than  sufficient  to  provide  a fund  of  floating 
capital  ample  for  all  the  requirements  of  the  rising  and 
democratic  elements  in  commerce.  In  the  meantime,  the 
banks  are  on  their  trial.  It  is  their  proper  and  profitable 
function  to  attract  and  administer  just  so  much  of  the  float- 
ing capital  of  and  within  the  country  as  will  leave  them  a 
fair  and  solid  margin  of  profit,  by  employing  that  floating 
capital  in  first-rate  . mercantile  bills  and  securities  of  short 
dates.  When  the  banks  pass  beyond  these  limits  they  be- 
come, not  the  keepers  of  the  current  cash  of  the  nation,  but 
speculators  in  investments,  and  victims  of  ‘ overtraders  ’ and 
other  dangerous  persons.”  It  is  impossible  to  withhold  our 
assent  from  these  principles,  or  to  deny  that  they  are  as  ap- 
plicable to  our  own  banking  system  as  to  that  of  England. 
Still,  the  difficulty  is  to  prescribe  a remedy  which  will  com- 
mand the  confidence  and  unite  the  efforts  of  the  conflicting 
parties  to  this  greatest  banking  controversy  of  the  nineteenth 
century. 
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BI-METALLIC  MONEY. 

THE  NECESSITY  AND  THE  FUNCTION  OF  SILVER  IN  THE  CURRENCY. 

BY  HENRY  CERNUSCHL 
TramiaUd  from  the  French.* 

The  word  bi-metallic,  I use  to  describe  that  monetary 
system  which  is  founded  upon  the  two  metals,  gold  and 
silver.  My  object  in  using  this  word  is  to  get  rid  of 
the  term  “standard,**  which  has  been  with  so  much  harm 
introduced  into  monetary  discussions,  and  which  is  chiefly 
used  by  those  who  tried,  a few  years  ago,  to  banish  gold, 
and  now  cry  out  against  silver.  What  is  the  real  meaning 
of  the  word  standard  ? The  Dictionary  of  the  Academy  tells 
us  : It  is  “a  model  of  measures,  kept  by  the  magistrate,  with 
which  the  measures  of  the  merchant  must  agree.**  France 
has  a model  of  a m^tre  of  a well-known  length.  It  is  de- 
posited in  the  Archives  of  the  Government.  But  there  are  not 
two  such  models  of  different  lengths.  It  is  absurd  to  say 
that  there  could  be  two  such  standard  metres.  Yet  the  mono- 
metallists amuse  themselves  by  charging  upon  us,  the  bi- 
metallists, this  very  absurdity ; they  say  we  are  for  two 
standards.  This  is  a very  ingenious  way  of  making  us  and 
our  theory  pass  for  absurd.  The  introduction  of  the  word 
standard  into  monetary  discussions,  gives  no  help  to  the  under- 
standing of  the  pupil ; and,  it  only  proves  that  there  is  a 
confusion  of  ideas  in  the  head  of  the  master.  The  truth  is, 
that  neither  gold  nor  silver  models  or  standards  are  kept  by 
the  magistrate.  Gold  and  silver  are  commodities,  whose  value 
chiefly  rests  in  the  fact  that  they  effectively  fulfill  the  func- 
tion of  money.  They  are  commodities  which  we  receive  in 
exchange  for  other  commodities.  What  we  ought  to  ask 
is  the  simple  question  whether  it  is  better  for  us  to  have, 
as  in  France  we  have  always  had  heretofore,  the  mone- 
tary use  of  two  metals,  or  whether  we  should  be  content 
with  one  metal  ? This  is  the  economic  question.  To  solve 
it  the  word  standard  is  of  no  use  at  all.  It  expresses 
neither  truth  nor  falsehood.  It  expresses  nothing  whatever. 
Hence,  I hope  the  words  bi-metallic  and  mono-metallic,  by 
which  I distinguish  the  two  opposing  schools  of  monetary 
disputants,  will  be  accepted  as  useful. 

’*Few  essays  on  the  silver  question  have  produced  so  profound  an  impression  as  this  pamph- 
let of  M.  Cemuschi.  Since  we  reviewed  it  in  the  SeptemMr  number  of  the  Bankers’  Magazine, 
the  public  interest  in  the  subject  has  increased  so  much  that  we  have  revised  and  corrected  for 
our  readers,  the  English  translation  which  was  full  of  errors.  Of  course  we  shall  not  be  under- 
«ctood  as  accepting  all  M.  Cemuschi's  opinions.  The  substance  of  the  essay  first  appeared 
in  the  French  newspaper  the  Siicie,  a year  ago,  in  November  and  December,  1^5.  Next  to 
M.  Wolowski,  M.  Cernuschi  has  long  been  considered  as  the  chief  champion  in  France  of  the 
claims  and  the  necessity  of  a silver  currency. — [Ed.  B.  M.] 
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I.  THE  MONETARY  QUESTION  IN  GERMANY. 

When  the  political  system  of  a nation  is  changed,  its  mon- 
etary system  cannot  fail  to  undergo  more  or  less  of  change 
also.  At  the  accession  of  Victor  Emmanuel,  as  King  of  Italy, 
the  old  coins  of  Lombardy,  Tuscany,  Rome  and  Naples  were 
demonetized.  At  the  accession  of  William  of  Prussia,  as  Em- 
peror of  Germany,  it  was  determined  to  demonetize  the  coin- 
age systems  of  the  Northern  and  Southern  States.  In  Italy 
the  mint  now  issues  but  one  description  of  coin,  the  lira, 
bearing  the  Savoy  cross.  In  Germany  the  mint  issues  no 
coins  but  marks  bearing  the  imperial  eagle.  But  it  is  to  be 
observed  that,  while  Italy,  in  establishing  monetary  unity, 
adopted  the  bi-metallic  system,  which  recognizes  silver  as  a 
legal  tender  equally  with  gold,  Germany,  when  she  began  to 
unify  her  currency,  attempted  to  demonetize  silver. 

This  bi-metallic  programme  was  carried  into  effect  in 
Italy.  Can  the  mono-metallic  programme  be  carried  out 
by  Germany  ? The  Imperial  Government  has  pursued  its 
task  with  vigor  during  the  last  four  years.  First,  it  has 
issued  1,200  millions  of  gold  marks  in  coins  of  ten  and 
twenty  marks  each  ; secondly,  it  has  made  considerable  prog- 
ress in  providing  its  new  subsidiary  coinage  which  consists 
of  silver,  nickel,  and  copper,  and  is  authorized  at  the  ratio 
of  twelve  and  one-half  marks  per  head  of  the  population,  to 
replace  the  discarded  small  coins  which  are  called  in  to  be 
melted  down  ; thirdly,  it  has  made  uncurrent  the  Austrian, 
Dutch,  and  French  money  which  used  to  circulate  extensively 
in  Germany;  fourthly,  it  has  withdrawn  from  circulation 
nearly  all  the  florins  and  other  silver  coins  of  the  Southern 
States  and  of  the  Hanseatic  cities.  All  these  changes  being 
complete,  one  single  operation  would  remain  to  be  added, 
namely,  the  withdrawal  of  the  thaler,  which  is  the  most  im- 
portant element  of  the  old  silver  currency.  Now  the  aggre- 
gate of  thalers  to  be  withdrawn  amounts  to  200  millions,  or 
$148,000,000,  and  the  warmest  promoters  of  the  mono-metal- 
lic theory  must  at  once  see  how  difficult  is  the  work  of  de- 
monetizing so  great  a mass  of  metal.  Where  can  all  this 

silver  be  disposed  of?  What  can  be  done  with  it? 

Certainly  England  and  the  United  States  will  be  unable 
to  absorb  the  silver  yielded  by  the  German  thalers. 
France,  Italy,  Belgium,  Switzerland,  have  united  to  stop  the 

Germans  from  coming  to  their  mints  to  have  their  thalers 

coined  into  five-franc  pieces.  To  this  end,  they  have,  with 
common  consent,  suspended  their  former  free  coinage  of 
silver.  Austria  and  Russia  are  in  a chronic  subjection  to 
government  paper  money  ; they  cannot  entertain  the  project 
of  buying  the  silver  of  Germany.  There  remain  China  and 
India.  In  these  countries,  gold  is  little  used,  as  their  pay- 
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merits  are  made  in  silver.  But  they  have  neither  large 
credits  on  Germany  nor  on  the  other  countries  of  Europe, 
which  are  therefore  not  in  a position  to  send  thither  large 
sums  of  silver.  We  should  have  to  imagine  a great  battle 
lost  by  Germany  and  won  by  the  Chinese,  so  that  the  Ger- 
mans should  have  to  pay  to  China  a heavy  indemnity,  be- 
fore the  shipment  of  this  silver  from  Berlin  to  Pekin  would 
become  possible.  But  if  the  outflow  of  the  demonetized 
silver  is  so  difficult,  the  purchase  of  the  gold  to  replace  it  is 
no  less  difficult.  London,  the  chief  market  for  the  precious 
metals,  can  only  furnish  Australian  and  Californian  gold  ac- 
cording to  the  supplies  received.  If  the  permanent  stock  were 
attacked,  if  the  gold  which  the  English  themselves  need  were 
disturbed,  the  result  would  be  a fearful  panic  in  the  British 
market,  and  this  would  immediately  react  upon  all  Europe 
in  wide-spread  ruin  and  disaster. 

Need  we  speak  of  the  prodigious  losses  which  Germany 
would  call  down  upon  herself,  should  she  persist  in  provoking 
this  disastrous  crisis,  by  forcing  her  silver  upon  the  market 
and  demanding  heavy  sums  of  gold.  The  silver  would  be 
more  and  more  depreciated.  The  gold  would  rise  as  fast  as 
the  silver  fell.  It  would  be  by  millions  that  the  Imperial 
treasury  would  have  to  count  its  losses.  These  difficulties 
were  foreseen  by  the  Ministry  of  the  Empire.  Hence,  when 
the  decree  was  made,  that  from  January  first,  1876,  all  pay- 
ments should  be  reckoned  in  marks  and  not  in  florins  or 
thalers,  they  added  a restrictive  clause,  to  maintain  in  circu- 
lation the  thalers,  which  were  to  be  counted  as  gold,  and  to 
be  each  held  as  equivalent  to  three  marks.  From  this  we 
see  that  the  Imperial  Government  desires  to  gain  time,  and 
hopes  to  carry  on  the  work  of  demonetization  slowly.  But 
this  slow  process  will  not  be  without  serious  danger,  as  it 
must  stimulate  the  exportation  of  gold.  This  is  evident  from 
several  circumstances : First,  it  is  notorious  that  ever  since 
the  process  of  demonetization  began,  silver  has  been  con- 
stantly falling  in  price  in  the  foreign  markets,  while  at  home 
the  value  of  a thaler  has  not  fallen,  for  the  simple  reason 
that  this  coin,  being  a legal  tender  under  the  law  just  men- 
tioned, passes  current  at  three  golden  marks.  Bankers,  there- 
fore, when  they  have  payments  to  make  abroad,  are  careful 
not  to  transmit  thalers.  They  send  gold  marks,  and  keep 
the  thalers  for  payments  at  home.  The  German  Government 
buys  back  the  gold  from  foreign  markets,  and  the  bankers 
go  on  exporting  it.  Thus  they  weave  a Penelope’s  web,  but 
there  is  no  return  of  Ulysses.  Already  200  millions  of  marks 
have  been  sent  abroad,  the  sixth  part  of  all  that  has  been 
coined.  On  the  whole  then,  we  find  that  Germany  has  had 
to  g^ve  up  the  plan  of  swift  demonetization,  and  whether 
she  will  succeed  in  slow  demonetization,  is  more  than  doubt- 
ful. 
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Such  is  the  situation ; before  specifying  the  deductions 
which  it  suggests  in  regard  to  the  future,  it  may  be  well  to 
say  something  about  the  gold  mark,  the  new  monetary  unit 
of  Germany.  When  the  empire  decided  to  exchange  the  sil- 
ver currency  for  a currency  of  gold,  it  was  obliged  at  the 
outset  to  establish  a fixed  rate  for  the  exchange.  In  other 
words,  it  had  to  determine  how  many  units  of  silver  should 
be  equal  to  one  in  gold.  The  tariff  was  fixed  at  fifteen  and 
a half  to  one.  This  means,  of  course,  that  the  owner  of  sil- 
ver money,  who  was  forced  by  the  law  to  get  rid  of  it, 
should  have  the  right,  on  presenting  fifteen  and  a half 
weights  of  silver  coin  at  the  treasury,  to  receive  in  exchange 
one  weight  of  gold  coin.  The  Government  was  right  in  ad- 
justing this  tariff  of  fifteen  and  a half,  for  at  that  time  it 
corresponded  with  the  market  value  of  the  two  metals,  and 
with  the  old  tariff  established  by  law  in  France,  Italy,  Bel- 
gium, and  Switzerland,  between  the  gold  and  silver  coinages. 
The  tariff  of  fifteen  and  a half  being  thus  adopted  by  Ger- 
many, it  was  of  importance  that  the  value  of  the  gold  unit 
of  coin,  which  was  to  be  created  under  the  name  of  mark, 
should  be  such  that  the  exchange  of  the  old  money  for  the 
new  should  not  give  rise  to  any  long  or  complex  calculation. 
With  this  view  it  was  needful  that,  without  departing  from 
the  tariff  of  fifteen  and  a half,  the  value  of  the  mark  should 
be  contained  a certain  number  of  times  in  the  value  of  the 
thaler;  for  the  thaler  was  the  most  important  and  the  most 
widely  circulated  of  all  the  German  coins.  This  is  what  was 
done.  If  we  multiply  by  fifteen  and  a half,  the  weight  of  a 
mark,  we  have  the  exact  weight  of  the  third  of  a thaler. 
The  operation  of  exchanging  thalers  for  marks  could  not  be 
more  simple.  There  are  no  fractions  nor  any  small  change 
to  pay  back.  For  every  thaler  presented  the  treasury  office 
has  to  give  three  marks  in  gold.  The  gold  mark  being  thus 
fixed  and  the  silver  thaler  continuing,  until  further  orders,  in 
circulation,  it  is  plain  that  from  January  ist,  1876,  there  will 
be  in  Germany,  a metallic  currency  composed  of  gold  and 
silver  marks,  the  latter  containing  fifteen  and  a half  times 
the  weight  of  the  former  in  fine  metal.  The  adjustment  will 
be  the  same  as  it  is  in  France,  where  the  silver  franc  weighs 
fifteen  and  a half  times  as  much  as  the  gold  franc.  It  is 
worthy  of  remark  that  the  old  bi-metallic  tariff  of  fifteen  and 
a half  to  one,  the  suppression  of  which  several  economists 
have  demanded  in  France,  is  going  into  operation  in  Ger- 
many, where  it  has  never  existed  before,  and  where  no  one 
demanded  its  adoption  at  present.  It  is  true  that  the  bi-me- 
tallic  system  of  Germany  is  not  complete.  To  make  it  com- 
plete, every  citizen  should  be  free  to  offer  silver  for  coinage  ; 
whereas,  the  silver  marks  admitted  into  the  circulation  will 
be  only  the  old  thaler,  and  nobody  will  be  permitted  to 
manufacture  coin  with  new  silver. 
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Here  we  come  to  the  central  point  of  the  whole  discussion. 
Is  it  for  the  interest  of  Germany,  France,  and  the  general 
market,  that  the  German  Legislature  shall  keep  up  this  pro- 
hibition, or  is  it  better  for  all  parties  that  the  prohibition 
should  be  withdrawn  ? It  may  be  argued  that  Germany  has 
gone  so  far  in  the  path  of  the  mono-metallic  system,  that  she 
cannot,  without  effort,  abandon  it.  This  is  not  so ; on  the 
contrary,  she  has  never  been  so  near  to  the  bi-metallic  goal. 
And,  in  her  present  position  under  the  thaler  stipulation  of 
the  law,  she  is  temporarily  at  the  goal  even  now.  If  this 
adoption  of  the  bi-metallic  system  is  to  become  permanent 
and  complete,  it  will  be  needful  for  the  German  Government 
to  make  several  new  arrangements.  First,  the  coinage  of  sil- 
ver and  gold  in  the  public  mints  should  be  open  to  every- 
body ; secondly,  the  weight  of  the  silver  mark  should  be 
equal  to  one-third  of  the  weight  of  the  thaler ; thirdly,  pieces 
of  four  or  five  silver  marks  should  be  coined  so  as  to  facili- 
tate the  making  up  of  packages  of  one  hundred  marks, 
which  cannot  be  done  with  the  existing  coins  of  three  marks 
— the  thalers ; fourthly,  no  more  thalers  should  be  coined, 
and  the  existing  thalers  may  be  hereafter  melted  down  and 
re-coined  into  pieces  of  four  or  five  marks  ; fifthly,  there 
should  be  no  subsidiary  token  coinage  smaller  than  two 
marks ; the  five  mark  pieces  of  overvalued  coinage  which  have 
begun  to  be  issued,  should  be  hereafter  called  in. 

These  are  the  chief  provisions  needful  to  give  permanence 
and  stability  to  the  bi-metallic  system  in  Germany.  It  is 
easy  to  see  that  the  practical  working  of  a law  to  this  effect 
would  not  be  difficult  and  that  many  advantages  would  attend 
it.  One  of  the  chief  of  these  advantages  is  that  the  German 
Government  would  be  freed  from  its  monetary  anxieties. 
They  would  no  longer  seek  markets,  which  do  not  exist,  for 
their  discarded  silver.  They  would  not  seek  to  buy  more 
gold  than  can  possibly  be  supplied.  They  would  avoid  the 
losses  incurred  by  selling  silver  on  a falling  market  and  by 
buying  gold  on  a rising  market.  They  would  cease  to  fear 
the  exportation  of  gold  marks.  And  finally,  satisfied  with 
having  in  the  whole  Empire  a single  monetary  unit  — the 
mark  — they  would  leave  the  German  people  free  to  make 
use  of  gold  or  silver  money,  as  was  always  practiced  in  the 
States  of  the  Latin  Union  up  to  1874.  The  association  in 
which  France,  Italy,  Belgium  and  Switzerland  have  combined 
to  resist  the  monetary  movements  of  Germany  would  be  at 
once  dissolved.  The  coinage  of  silver  would  again  become 
free  in  those  countries.  This  would  be  the  end  of  an  unpre- 
cedented monetary  war,  which  appears  to  be  interminable, 
and  which  is  equally  contrary  to  scientific  principles  and  to 
the  interests  of  the  States  by  whom  it  is  carried  on.  The 
British  market,  and  with  it  the  Continental  markets,  would 
by  this  means  avert  the  crisis  which  would  be  inevitable  if 
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the  German  Government  were  to  persist  in  demanding  more 
gold,  whether  it  can  be  furnished  or  not.  Is  there  an  econ- 
mist,  a banker,  or  a statesman  who  will  deny  the  reality  and 
the  importance  of  these  advantages  ? 

II.  ENGLAND  AND  THE  MONETARY  REVOLUTION  IN  GERMANY. 

The  gold  coin  of  twenty  shillings  the  pound  sterling  is 
the  money  of  the  English  people.  If  England  had  permitted 
private  individuals  to  coin  four-shilling  or  five-shilling  pieces 
containing  each,  in  fine  silver,  fifteen  times  and  a half  the 
weight  of  fine  metal  contained  in  four  or  five  shillings  of 
gold,  the  currency  of  Great  Britain  would  be  bi-metallic,  and 
as  perfect  as  that  of  France.  But  this  has  not  been  done. 
Except  the  token  silver  coins  for  small  change,  which  are 
overvalued  in  comparison  with  their  weight  in  pure  metal, 
gold  is  the  only  legal  tender  in  England.  The  new  mono- 
metallic school  has  taken  advantage  of  this  fact  to  shelter 
itself  behind  the  English  flag,  and  to  call  on  Europe  to  pro- 
scribe silver  money.  Without  the  war  of  1870,  which  placed  an 
immense  sum  of  ready  money  in  the  hands  of  Germany,  the 
advice  of  the  mono-metallists  would  have  had  no  effect.  Victo- 
rious Germany,  towards  the  end  of  1871,  believed  that  in  list- 
ening to  them,  she  would  secure  for  herself  a great  benefit. 
What  a splendid  achievement  it  would  be  to  discard  silver 
and  henceforth  to  use  nothing  but  gold ! But  since  this 
school  sets  up  the  example  of  England,  let  us  look  into  the 
history  of  the  English  mono-metallic  system. 

The  bi-metallic  French  law  of  1803  established  the  silver 
franc  at  15^  times  the  weight  of  the  gold  one.  But  the 
bi-metallic  American  law  of  1792  had  fixed  the  silver  dollar 
at  the  weight  of  fifteen  times  only  the  weight  of  the  gold 
dollar.  It  was  therefore  found  profitable  by  traders  to  have 
their  silver  coined  in  America,  and  their  gold  in  France. 
They  gained  the  fractional  ^ upon  the  15,  which  gave  them 
more  than  a profit  of  three  per  cent.  Gold,  therefore,  flowed 
into  Europe,  and  silver  into  America.  What  was  England  to 
do  when,  in  1816,  she  decided  on  resuming  her  specie  pay- 
ments? Was  she  to  adopt  the  American  15,  or  the  French 
15/4  ? To  find  a solution  of  this  problem  England  adopted 
the  course  of  coining  gold  alone.  This  policy  appeared  the 
more  convenient  because  there  was  at  that  time  much  gold 
in  the  market,  whilst  the  silver,  as  we  have  already  shown, 
had  been  drawn  to  America.  England  did  not  think  of  lay- 
ing down  a scientific  principle,  or  of  founding  a mono-metallic 
gold  school.  So  little  was  such  a scheme  in  her  thoughts 
that  she  maintained,  and  still  maintains,  silver  money  among 
her  150  millions  of  subjects  in  India ; and  she  has  always  re- 
ported to  the  bi-metallic  resources  of  the  European  Continent 
to  liquidate  her  accounts  with  Asia.  We  must  remember  that 
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before  1871  Europe  had  a bi-metallic  system,  imperfect  no 
doubt,  but  sufficient  for  the  common  needs.  England  made 
*her  payments  in  gold,  Germany  in  silver,  and  France  in  both 
metals.  It  was  owing  to  this  system  that  the  English  were 
always  able  to  fetch  silver  from,  or  transmit  to,  Paris  or 
Hamburg,  and  that  the  Germans  could  obtain  gold  from 
Paris  or  London,  or  send  it  there.  Europe  had  thus  ample 
employment  for  the  silver  money  coming  from  Asia  when 
Asia  had  to  balance  her  accounts  ; and  if,  on  the  other  hand, 
Europe  had  an  adverse  balance  to  pay  in  Asia  she  found 
within  her  own  States  the  silver  money  of  which  she  had 
need.  How  could  the  payments  of  trade  between  Europe  and 
Asia,  and  especially  those  of  England,  be  made  if,  like  her, 
the  Continent  had  become  mono-metallic  ? Where  should  we 
find  silver  for  Asia,  or  how  should  we  be  able  to  dispose  of 
all  that  is  sent  from  thence  if,  while  gold  does  not  circulate 
in  that  part  of  the  world,  nothing  but  gold  circulates  in 
Europe  ? 

Europe  can  only  become  mono-metallic  on  condition  of  ren- 
dering the  rest  of  the  world  so.  And  to  do  this  there  would 
be  two  other  conditions  to  fulfill.  She  would,  in  the  first 
place,  have  to  persuade  all  the  inhabitants  of  the  globe  to 
get  rid  of  their  silver,  to  throw  it  into  the  sea,  or  to  convert 
it  into  vessels  of  household  utility  ; secondly,  she  would  be 
obliged  to  share  her  gold  with  Asia  to  save  the  Asiatics  from 
being  without  money  after  they  had  rid  themselves  of  their 
silver.  The  history  of  all  ages,  and  of  that  science  whose  laws 
human  societies  obey,  though  no  pen  has  ever  traced  them, 
combine  to  demonstrate  that  gold  and  silver  money  are  both 
equally  good.  Mankind  has  ever  made  use  of  both,  and  ever 
will,  let  the  unfortunate  local  and  temporary  exceptions  be 
what  they  may.  Let  us,  however,  return  to  the  comparison 
between  the  movements  of  England  in  1816  and  those  of 
Germany  at  present.  Led  by  special  circumstances  England 
in  that  year  decided  upon  a gold  coinage.  But  would  she 
have  done  this  if  her  circulating  currency,  instead  of  being 
previously  in  paper,  had  been  of  silver  ? Paper  has  no  in- 
trinsic value.  To  get  rid  of  it  costs  nothing.  But  it  is  a 
different  thing  to  get  rid  of  a precious  metal  which  the  owner 
has  been  crying  down  himself.  An  operation  of  this  sort 
occasions  the  waste  of  millions.  Will  the  mono-metallists  who 
never  tire  of  pointing  to  the  example  of  England  dare  to 
maintain  that  she  would  have  adopted  gold  as  her  sole 
standard  of  money  if  she  had  been  first  obliged  to  demone- 
tise a milliard  of  silver  francs  ? No.  Nothing  short  of  the 
intoxication  of  Sedan,  followed  by  the  intoxication  of  Frank- 
fort, could  have  hurried  a nation  into  such  an  enterprise. 

Have  the  United  States,  which,  since  1834,  have  coined  but 

fold  dollars,  demonetized  a single  dollar  of  silver  ? Never, 
he  proportion  of  one  to  fifteen,  established  in  1792, 
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having  had  for  its  effect  to  send  gold  out  of  the 
country,  Congress  adopted  a very  excessive  measure  to  ^ 
act  in  the  opposite  direction.  Instead  of  adopting  the  French 
which  would  have  been  enough,  the  Americans,  to 
stop  the  exportation  of  gold,  decided  that  the  weight  of 
silver  dollars  should  no  longer  be  as  fifteen  but  as  sixteen 
to  one  of  gold.  This  was  depreciating  silver  to  an  unneces- 
sary extent.  Directly  the  new  law  was  pfit  into  execution 
the  silver  flowed  so  steadily  to  Europe,  that  one  fine 
day,  the  Americans  discovered  they  had  a mono-metallic  cur- 
rency without  expecting  it.  Though  the  coinage  of  silver 
money  was  free,  there  was  nothing  but  gold  in  circulation. 
Holland,  a country  of  small  extent,  listened  to  the  economists, 
who  were  then  hostile  to  gold,  as  they  have  since  become 
to  silver,  and  contrived  in  1850  to  demonetize  her  gold 
without  much  injury  to  any  private  or  public  interest. 
Dealing  with  small  aggregates  of  metal  at  a time,  that  na- 
tion easily  found  a demand  among  her  neighbors  for  her 
demonetized  gold,  and  was  enabled  in  exchange  to  obtain 
the  silver  she  wanted.  But  the  most  incredible  blunder  in 
the  history  of  modern  finance  is  that  which  led  forty  millions 
of  Herostrati  to  vote  the  demonetization,  the  depreciation,  the 
degradation  of  their  metallic  currency,  without  in  the  least 
suspecting  the  great  mischief  they  were  bringing  on  them- 
selves and  all  other  nations.  On  the  average  how  much  gold 
is  kept  in  the  vaults  of  the  Banks  of  England,  of  Scotland, 
and  of  Ireland  ? Thirty-five  million  pounds  sterling  at  the 
utmost.  This  is  about  the  sum  which  Germany  will  re- 
quire to  take  the  place  of  her  discarded  silver.  Can  this 
gold  be  at  the  same  time  a cash  reserve  for  England,  and  a 
monetary  circulation  for  Germany  ? Clearly  not.  We  are 
told  that  California  and  Australia  will  supply  necessary  gold. 
This  is  a bad  calculation.  The  annual  yield  of  gold  has 
barely  sufficed  for  the  growing  monetary  needs  of  the  com- 
mercial world  and  for  the  industrial  consumption  of  the  arts, 
which  is  constantly  augmenting,  but  it  will  not  suffice  to 
fill  the  vast  monetary  gulf  opened  by  the  demonetization  of 
silver.  Besides  it  is  a well-known  fact  that  the  supply  of 
gold  is  on  the  wane.  When  the  Government  of  the  Confed- 
erated Empire  already  had  in  portfolio  thirty-five  millions 
sterling  in  bills  of  exchange  on  London,  could  it  venture  to 
present  them  for  payment  and  leave  England  without  a 
sovereign  ? Germany,  which  unhappily  believes  her  dignity 
at  stake  in  the  realizing  of  the  scheme  of  gold  mono-metal- 
lism, wishes  to  seem  moderate.  But  she  cannot  avoid  draw- 
ing gold  from  London.  The  City  journals  do  not  hide  their 
fears.  For  some  time  they  have  ceased  to  admire  the  mone- 
tary revolution  Germany  has  tried  to  accomplish,  ostensibly 
in  imitation  of  England.  Of  all  the  different  States,  the  one 
most  directly  menaced  by  the  German  operation  is  Great 
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Britain.  It  is  quite  possible  that  rather  than  remain  without 
metallic  money,  England  may  in  our  time  do  what  she  did 
not  accomplish  in  i8i6.  She  may  authorize  private  individ- 
uals to  coin  pounds  sterling  of  silver,  in  pieces  of  four  or 
five  shillings,  and  call  them  into  circulation  concurrently  with 
gold. 

III.  THE  UNIVERSAL  TARIFF  OF  tO  I. 

Since  1803,  the  silver  franc  has  weighed  i$}4  francs  of 
gold,  and  the  silver  mark  now  weighs  marks  of  gold. 

Let  this  weight  of  the  silver  mark  be  maintained.  Let  us 
have  a silver  dollar  weighing  15J4  times  the  gold  dollar,  and 
a silver  piece  of  four  shillings  weighing  155^  times  four 
gold  shillings,  that  is  to  say,  weighing  sixty-two  gold  shil- 
lings. Let  us  everywhere  ordain  that  holders  of  gold  and 
silver  be  free  to  take  these  metals  to  the  mint,  and  have 
them  coined.  Let  us  render  it  optional  to  pay  in  gold  or 
silver  specie.  Such  is  the  international  monetary  programme 
that  we  defend.  If  carried  out  it  would  have  the  effect  of 
imparting  stability  to  the  relative  value  of  gold  and  silver, 
and  of  bringing  down  to  a minimum  the  fluctuations  of  the 
purchasing  power  of  money.  How  and  why  would  this 
double  result  be  accomplished  ? 

The  instability  in  the  relative  value  of  the  two  metals 
arises  from  four  causes  which  are  intrinsic  to  the  metals 
themselves : first,  from  the  increased  production  of  gold ; 
secondly,  from  its  diminished  production  ; thirdly,  from  the 
increased  production  of  silver ; and  fourthly,  from  its  di- 
minished production.  The  abundant  metal  is  the  least  de- 
manded. Its  tendency  is  to  be  depreciated,  whilst  the  scarcer 
metal  becomes  dearer.  But  it  is  evident  that  if  to  increased 
production  we  can  contrive  to  oppose  increased  demand,  and 
to  decreased  production  decreased  demand,  we  shall  main- 
tain the  equilibrium,  and  things  will  remain  unchanged.  This 
is  precisely  what  we  propose  to  do.  For  the  demand,  which, 
without  the  adoption  of  the  tariff  of  is)4,  would  be  directed 
to  the  metal  which  is  scarce,  would,  if  this  tariff  were  every- 
where in  force,  be  directed  to  the  metal  that  is  abundant. 
For  if  the  bi-metallic  law  permits  each  and  every  one  to  pay 
his  debts  at  will,  in  gold  or  silver,  every  one  must  see  that 
the  dealers  in  money  will  neglect  the  metal  which  is  hard  to 
find,  and  will  seek  for  that  which  is  plentiful,  to  have  it 
coined.  Moreover,  the  scarce  metal,  if  it  is  not  in  demand, 
will  not  rise  in  price  ; and  the  abundant  metal,  if  an  active 
demand  springs  up,  cannot  fall.  Both  metals  will  end  by 
being  taken  at  the  reciprocal  value  of  one  kilogramme  of 
gold  to  fifteen  and  a half  of  silver.  Yes  ; if  private  individ- 
uals are  everywhere  free  to  coin  gold  and  silver  at  the 
tariff,  the  causes  which  set  in  operation  the  law  of  supply 
and  demand  will  be  reversed.  The  demand  will  be  no  longer 
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for  the  scarce  metal  but  for  that  which  is  abundant ; and, 
reciprocally,  the  supply  will  be  stimulated  by  scarcity  instead 
of  by  abundance.  Under  the  international  regime  of  15^,  a 
kilogramme  of  gold  on  issuing  from  the  mine  will  be  worth 
15^  kilogrammes  of  silver,  for,  in  no  part  of  the  world  can 
they  make  with  it  more  money  than  with  15^  kilogrammes 
of  silver.  Also  on  coming  from  the  mine  the  15^  kilo- 
grammes of  silver  will  be  worth  one  kilogramme  of  gold  ; for 
in  no  part  of  the  world  could  they  be  coined  into  a larger 
sum  of  money  than  would  be  coined  from  one  kilogramme 
of  gold. 

This  steadiness  of  the  relative  value  of  gold  and  silver, 
which  appears  so  strange,  can  be  obtained  without  infringing 
on  the  liberty  of  the  individual,  because  the  legally  granted 
option  to  pay  in  gold  or  silver,  does  not  preclude  stipulations 
being  made  in  contracts,  for  exclusive  payments  to  be  made 
in  either  metal.  In  France  people  have  been  always  allowed 
to  make  such  a stipulation.  But  as  no  profit  was  to  be 
gained,  nobody  thought  of  availing  himself  of  this  liberty. 
The  1 5)4  tariff  would  have  this  further  effect : it  would  con- 
stitute and  create  from  the  existing  aggregates  of  gold  and 
silver  coin  a single  monetary  instrument.  Whatever  variation 
the  production  of  one  or  the  other  metal  might  undergo, 
this  new  and  complex  monetary  instrument  could  keep 
its  value  steady  and  secure.  We  might  on  this  account,  per- 
haps, be  allowed  to  call  it  an  electrum^  on  account  of  the  sin- 
gular  esteem  of  which  it  is  worthy.  The  two  metals  are  not 
alloyed  as  they  were  in  the  electrum  of  the  ancients.  But  each 
part  of  one  metal  (gold)  is  always  worth  15)4  parts  of  the 
other  metal  (silver).  We  should,  therefore,  have  a monetary 
mass,  fully  as  homogeneous  as  if  it  were  constituted  of  a 
single  metal.  And,  at  the  same  time,  it  would  be  the  great- 
est mass  we  could  possibly  employ,  since  it  would  be  made 
up  of  the  aggregate  of  the  two  metals  which  are  capable  of 
use  as  money. 

It  is  well  known  that  the  greater  the  volume  of  the  monetary 
mass  the  less  violent  are  the  fluctuations  in  its  purchasing 
power  when  the  monetary  circulation  has  suddenly  contracted 
or  expanded.  Suppose  there  were  10,000  tons  of  gold  circula- 
ting in  the  whole  world,  and  silver  being  everywhere  demone- 
tized ; and  suppose  that  an  additional  supply  of  1,000  tons 
were  rapidly  produced.  What  would  happen  ? Gold  would 
lose  a tenth  of  its  purchasing  power.  The  same  quantity  of 
bullion  would  buy  nine-tenths  only  of  what  it  would  have 
bought  before  the  appearance  of  the  1,000  tons  of  new  metal. 
But  if  the  monetary  mass  is  composed  first  of  10,000  tons  of 
gold,  and  secondly  of  150,000  tons  of  silver,  its  volume  is 
twice  as  great  for  monetary  purposes.  Thanks  to  the  uni- 
versality of  the  bi-metallic  15^,  we  should  be  exactly  in 
the  same  situation  as  if  either  20,000  tons  of  gold  or  else 
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300,000  tons  of  silver  were  circulating.  What  would  be  the 
effect  now  of  the  fresh  1,000  tons  of  gold  or  of  a correspond- 
ing quantity  of  silver?  The  monetary  mass  would  be  in- 
creased by  a twentieth,  and,  consequently,  the  loss  in  the 
purchasing  power  of  money  would  be  only  one-half  as  great — 
one-twentieth  instead  of  one-tenth.  When  the  monetary  vol- 
ume is  diminished  this  calculation  must  be  reversed  and  the 
purchasing  power  of  money  will  rise. 

Should  it  be  objected  that  the  bi-metallic  mass  is  exposed 
to  the  variations  in  the  production  of  both  metals,  instead  of 
to  those  of  one,  we  would  reply  that  greater  regularity  is 
probable  in  the  production  of  gold  and  silver,  taken  together, 
than  in  the  production  of  a single  metal.  To  be  brief,  the 
employment  of  a bi-metallic  currency  is  much  more  con- 
ducive to  the  stability  of  the  purchasing  power  of  money 
than  a mono-metallic  one.  If  bi-metallism  did  not  exist,  we 
should  be  driven  to  invent  it ; and  yet  so  many  people  are 
anxious  to  do  away  with  it.  The  harder  they  fight  the  more 
we  should  strive  to  maintain,  to  explain,  and  to  spread  its 
application,  in  order  that  its  beneficent  action  may  be  every- 
where acknowledged. 

Commercial,  postal,  and  telegraphic  conventions  bind  to- 
gether nations  for  the  advantage  of  all  and  each.  A bi- 
metallic monetary  convention  between  the  countries  of  francs, 
the  country  of  marks,  the  country  of  pounds  sterling  and  the 
country  of  dollars  would  procure  the  following  benefits:  The 
two  advantages  above  mentioned : stability  of  the  relative 
value  of  gold  and  silver,  and  reduction  to  a minimum  of  the 
variations  of  the  purchasing  power  of  money.  The  advantage 
of  raising  the  value  of  silver,  the  present  fall  of  which  pro- 
ceeds only  from  the  refusal  to  admit  silver  bullion  at  the 
mint.  The  advantage  of  avoiding  the  enormous  losses  caused 
in  Germany  and  in  Europe  by  the  demonetization  of  silver. 
The  advantage  of  preventing  the  monetary  convulsions  from 
which  all  branches  of  trade  and  commerce  will  suffer  if  de- 
monetization goes  on.  The  advantage  of  securing  the  possi- 
bility to  pay  and  be  paid  in  metallic  money,  accounts  between 
us  and  China,  India,  and  other  countries  of  Asia,  where  gold 
is  not  accepted,  an  advantage  which  would  disappear  if 
Europe  ceased  to  employ  silver  as  money.  Finally,  there 
would  be  the  advantage  that  in  France  and  the  United 
States  the  resumption  of  specie  payments  would  be  imme- 
diate, while  in  Italy,  Austria,  and  Russia,  resumption  would 
be  greatly  facilitated.  If  but  two  of  the  four  great  nations 
which  use  a metallic  currency  would  sign  the  conditions 
of  this  bi-metallic  monetary  convention,  the  success  of  the 
15^  tariff,  its  diffusion,  and  its  advantages  would  be  assured. 
But,  perhaps,  before  diplomacy  interferes,  it  may  be  needful 
that  the  monetary  revolution  of  Germany  should  have  said 
its  last  word  ^ 
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IV.  SPECIE  RESUMPTION  IN  AMERICA. 

We  must  do  President  Grant  the  justice  to  say  that  there 
is  no  greater  enemy  than  he  of  paper  money,  and  that  no- 
body desires  more  than  he  a return  to  metallic  currency.  We 
have  already  said  ( see  our  pamphlet,  Or  et  Argeniy  page  75  ) 
such  a return  would  be  very  easy  in  America  if  Congress 
would  allow  the  public  to  get  silver  dollars  struck  in  the 
Federal  mints,  weighing  15  times  as  much  as  the  gold 
dollar,  or,  in  other  words,  if  the  United  States  would  return 
to  the  bi-metallic  regime  founded  by  Hamilton*  in  1792,  and 
adopted  so  successfully  by  France.  There  is  but  one  way  of 
getting  out  of  the  vicious  circle  of  paper  money.  It  • is  to 
procure  an  ample  supply  of  metal.  But  it  will  be  objected 
that  gold  enough  is  not  to  be  had,  and  that  if  we  have  to 
wait  till  the  mines  produce  it  in  sufficient  quantity,  we  shall 
be  obliged  to  wait  a very  long  time  before  the  return  to  a 
metallic  money  is  possible. 

The  objection  is  just.  But  why  not  meet  the  difficulty  by 
means  of  silver?  America  has  been  since  1873  coining  heavy 
dollars  to  compete  in  Asia  with  the  Mexican  piastre.  She 
has  also  coined  half-dollars  of  the  precise  value  of  the  half 
of  a five  franc  piece  in  the  hope  of  finding  an  outlet  for  this 
coin  in  the  States  of  the  Latin  Union.  She  thinks  it  a good 
thing  that  Asia  and  Europe  should  use  her  silver  as  money. 
Why  does  she  not  begin  by  setting  the  example  at  home  and 
adopt  a silver  coinage  ? 

It  is  absolutely  false  that  silver  is  less  noble  than  gold,  or 
less  suited  to  do  the  work  of  money.  Some  time  ago  it  hap- 
pened that  Holland  found  silver  the  preferable  kind  of 
money,  and  she  demonetized  her  gold  as  inferior.  She  was 
unjust  towards  this  metal  exactly  as  Germany  now  is  towards 
silver.  France  and  the  States  of  the  Latin  Union  have 
always  had  reason  to  be  satisfied  with  the  bi-metallic  regime 
of  gold  and  silver.  America  should  adopt  the  same  policy 
with  them,  and  establish  a legal  tender  coinage  composed  of 
the  actual  gold  dollar,  and  of  a silver  one  weighing  i5>^ 
times  as  much.  If  throughout  the  United  States  every  debtor 
is  free  to  pay  according  to  his  choice,  in  gold  or  silver  coin, 
the  value  of  gold  and  that  of  silver  will  keep  always  and 
everywhere  the  same  proportion  of  fifteen  and  a half  to  one. 


*Some  influence  was  used  in  favor  of  mono-metallism;  but  Hamilton,  the  eminent  statesman 
whom  Washington  had  placed  at  the  head  of  the  finances,  adhered  resolutely  to  the  bi-metallic 
policy;  “Contrary  to  the  ideas  which  had  previously  prevailed,  he  proposea  that  no  preference 
should  be  ^ven  to  either  gold  or  silver.  Tne  principal  reason  against  such  a preference  was, 
that  attaching  the  unit  to  either  of  the  metals  would  destroy  the  office  of  the  other  as  money, 
reduce  it  to  a mere  merchandise,  and  diminish  the  quantity  of  circulating  medium,  thus  dimin- 
ishing the  utility  of  one  of  the  metals  ’’  ( History  of  the  Republic  of  the  Urtited  States  of 
America,  as  traced  in  the  writings  of  Alexander  Hamilton,  Philadelphia.  i86S,  vol.  iv.,  p.  372  ). 
Jefferson,  who  afterwards  became  President  of  the  United  States,  and  who  was  then  Secretary 
of  State,  expressed  the  same  opinion.  Congress  voted  the  bi-metallic  law  on  the  basis  of 
fifteen  to  one,  by  virtue  of  which  gold  and  silver  dollars  were  coined,  the  latter  containing  of 
fine  metal  fifteen  times  as  much  as  the  former. 
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All  the  metallic  mass  of  gold  and  silver  that  has  been,  or 
will  be  extracted  from  mines,  rivers  and  mountains,  if  used 
as  money,  would  hardly  be  sufficient  to  do  away  with  the 
evil  of  paper  money. 

V.  SMALL  ARGUMENTS. 

It  is  argued  that  silver  money  is  heavy,  and  that  the  mar- 
ket price  of  silver  bullion  is  falling  more  and  more.  From 
this  the  deduction  is  to  use  nothing  as  money  but  gold. 
The  first  of  these  objections  is  old  ; the  second  is  new  ; both 
have  been  recently  urged  by  two  writers,  M.  Victor  Bonnet, 
in  the  Journal  des  EconomisteSy  and  M.  Paul  Leroy  Beaulieu,  in 
the  Economiste  Franfais,  The  well-merited  reputation  of  these 
economists  imposes  upon  us  the  duty  of  replying  to  them. 
We  wish,  in  answering  them,  to  say  that  if  we  call  these  two 
arguments  small,  it  is  because  they  have  reference  only  to 
the  secondary  bearings  of  the  g^eat  question  of  the  two 
metals.  We  shall  begin  by  discussing  the  objection  founded 
upon  the  weight  of  silver.  Suppose  we  have  to  pay  a debt 
from  one  distant  place  to  another.  The  freight  is  the  same 
for  100,000  francs  in  silver  weighing  500  kilogrammes  as  for 
100,000  francs  in  gold  weighing  32  kilogrammes  and  a frac- 
tion. The  shipowner  takes  no  account  of  the  weight  of  gold, 
silver,  diamonds,  or  other  like  precious  commodities. 
Secondly,  let  us  suppose  that  we  have  large  payments  to 
make  at  home.  The  great  city  of  Hamburg  for  centuries 
paid  exclusively  in  marks.  The  mark  was  then  a certain 
weight  of  silver.  People  then  said  a mark,  as  we  say  an 
ounce.  But  the  mark  piece  was  never  coined.  Bars  of  silver 
deposited  in  the  Bank  of  Hamburg  necessarily  weighed  so 
many  marks,  and  merchants  transferred  to  each  other  the 
ownership  of  marks  without  ever  seeing  or  transporting  them. 
Nobody,  therefore,  had  reason  to  complain  of  excessive 
weight  or  inconvenient  bulk.  Besides  this  system  of  clear- 
ings and  transfers  between  the  customers  of  banks,  there  is 
also  the  bank-note  payable  to  bearer,  which  can,  in  the  gen- 
eral circulation,  represent  the  metal  deposited  in  the  bank. 
And  a note  which  represents  silver  is  no  heavier  than  a note 
which  represents  gold.  Thirdly,  suppose  we  have  to  deal 
with  retail  payments  and  small  change.  No  doubt  the  rich 
man  prefers  gold.  But  the  artisan  and  the  peasant  are  not 
fond  of  having  their  money  in  the  small  light  gold  pieces  of 
five  francs.  They  prefer  silver  coins,  which  suit  them  better. 
The  advantages  and  disadvantages  are  on  both  sides  bal- 
anced. Thus  we  see  that  silver  money  is  quite  as  worthy  a 
medium  as  gold  for  large  distant  payments,  for  home  trans- 
actions, and  for  small  retail  payments.  And  even  if  we  con- 
sider the  practical  mechanism  of  trade,  it  is  best  to  have  a 
double  coinage,  a gold  and  silver  money  such  as  France  has 
so  long  possessed  without  suffering  any  damage  from  it. 
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We  published  the  preceding  reply  two  years  ago.  We 
regret  to  repeat  what  has  been  already  said.  But  what  can 
we  do  ? When  the  measures  of  attack  do  not  change,  the 
defence  can  hardly  vary.  We  will  now  add  a few  facts  in 
support  of  our  previous  statements.  We  have  before  us  two 
publications,  one  of  which  is  Chaix'  Indicateur  des  Expeditions 
par  les  Chemins  de  Fer^  and  the  other  the  Livret  des  Tarifs  des 
Messageries  Maritimes.  In  page  96  of  the  Indicateur  we  find 
“Gold  and  silver,  whether  in  bars  coined  or  worked,  articles 
plated  with  gold  or  silver,  mercury,  platinum,  jewels,  laces, 
precious  stones,  bank-notes,  debentures,  securities,  bonds,  are 
transported  by  fast  trains,  and  at  the  rate  per  i,ooof.  and 
per  kilometer  of  of.  002,772."  Turning  to  the  Livret  des 
Messageries  we  read  in  page  19  : — “The  tariff  from  Marseilles 
to  Shanghai  is,  for  coined  gold  and  silver  bars,  precious 
stones,  bank-notes,  debentures  payable  to  bearer,  and  other 
paper  securities,  one  per  cent,  upon  the  value." 

Let  us  now  proceed,  under  the  watchful  eyes  of  the  mono- 
metallists, to  send  100,000  francs  from  Paris  to  Shanghai.  At 
the  rate  of  of.  002,772  per  kilometer  and  per  looof.,  the 
transport  by  rail  on  a line  of  851  kilometers,  from  Paris  to 
Marseilles,  amounts  to  236  francs.  The  maritime  transport 
from  Marseilles  to  Shanghai  at  one  per  cent,  comes  to  looof., 
making  a total  of  1236,  or  per  cent,  of  the  entire  value. 
Whether  we  are  dealing  with  gold,  silver,  or  paper  money, 
the  sum  of  100,000  francs  is  transported  from  Paris  to  the 
great  port  of  Northern  China,  for  1,236  francs.  The  condi- 
tions are  the  same  for  Japan.  Save  a very  few  exceptions, 
which  must  soon  disappear,  gold  and  silver  coin  are  every- 
where transportable  at  the  same  price.  There  are  three  sorts 
of  transport  tariffs ; the  weight  tariff,  the  bulk  tariff,  and  the 
value  tariff.  When  things  are  transported  according  to 
weight,  neither  bulk  nor  value  is  taken  into  account ; when 
they  are  transported  according  to  bulk,  neither  weight  nor 
value  is  considered ; when  they  are  taken  according  to  value, 
the  questions  of  size  and  weight  are  not  raised.  If  the  sums 
to  be  transported  are  lost,  the  carrier  pays  for  them.  His 
risk  in  holding  himself  answerable  for  loss  is  met  with  a 
remuneration  which  is  out  of  all  proportion  with  the  weight 
and  volume,  that  are  more  or  less  insignificant,  of  the  sums 
placed  in  his  charge.  This  renumeration  takes  the  form  of 
the  value  tariff,  which  once  paid,  the  sender  owes  nothing 
more.  In  point  of  fact  he  pays  nothing  for  either  bulk  or 
weight,  which  accounts  for  the  transport  of  silver  money 
being  no  dearer  than  of  gold  or  bank-notes.  To  send  500 
kilogrammes  of  lead  from  Paris  to  Shanghai  costs  268  francs; 
to  send  100,000  francs  of  gold,  weighing  32  kilogrammes, 
costs  1,236  francs;  to  send  500  kilogrammes  of  silver  (worth 
100,000  francs)  we  do  not  pay,  as  for  the  500  kilogrammes 
of  lead,  268  francs,  but  1,236  francs ; that  is  to  say,  we  pay 
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the  same  sum  as  for  the  transportation  of  32  kilogrammes  of 
gold,  or  100,000  francs  of  paper  money,  which  last  have 
scarcely  any  weight  or  volume. 

Governments,  carriers,  and  consignors  all  ag^ee  as  to  the 
equitable  principle  of  these  charges.  What,  then,  are  we  to 
say  of  the  assertion  of  M.  Victor  Bonnet  that  “gold,  as  an 
exchange  medium,  has  become  the  indispensable  auxiliary  of 
railways,  electric  telegraphs,  and  modem  inventions?**  Should 
we  not  say,  on  the  contrary,  that,  owing  to  steam,  silver  has 
acquired  for  shipments  to  distant  parts  a fitness  which  places 
it  on  a par  with  gold  ? And  that  its  convenience  for  large 
and  far-off  payments  is  very  much  superior  to  that  of  ruder 
facilities  for  travel.  As  to  the  telegraph  it  is  plain  that  it 
has  nothing  to  do  with  the  question  as  to  whether  mono- 
metallism or  bi-metallism  is  the  best  for  monetary  purposes. 
When  in  1816,  impelled  by  special  circumstances,  England, 
without  having  to  operate  any  silver  demonetization,  decided 
upon  coining  gold  only,  the  electric  telegraph  was  not  even 
invented. 

With,  or  without  electric  cables,  and  whatever  may  be  the 
inventions  of  modem  science,  silver  travels  round  the  world 
as  quickly  as  letters,  and  at  not  greater  cost  than  gold. 
Railway  companies  and  shipowners  do  not  share  the  preju- 
dices against  it  of  the  gold  mono-metallists.  By  means  of 
clearings,  cheques,  and  bank-notes,  silver  can,  equally  with 
gold,  change  hands  in  the  twinkling  of  an  eye,  without  mov- 
ing from  the  vault  of  the  bank.  There  are  many  who  like 
gold  ; others  prefer  silver.  Neither  of  them  would  be  pleased 
if  the  currency  was  only  of  gold  or  only  of  silver.  Let  us 
have  both,  let  us  be  bi-metallists.  The  more  bi-metallism 
spreads,  the  more  permanent  in  each  country  will  be  the  mix- 
ture of  gold  and  of  silver  in  the  circulation,  so  as  to  satisfy 
all  parties.  “ It  is  the  sentiment  of  progress,**  says  M.  V.  Bon- 
net, “which  leads  nations  to  the  gold  standard.'*  The  reality, 
such  as  it  appears  to  us,  is  this  : — It  happened  about  1858 
that  certain  French  writers,  under  the  leadership  of  M.  de 
Parieu,  then  Vice-President  of  the  Council  of  State,  under- 
took a campaign  in  favor  of  gold,  which  brought  forth  no 
palpable  fruit  before  1871.  In  that  year  divers  mono-metal- 
lists who  had  lived  in  Paris  before  the  war — men  of  ability, 
but  mistaken  in  this  matter — seized  the  moment  in  which 
the  new  German  Empire  was  to  establish  monetary  unifor- 
mity, and  dazzled  its  leaders  with  the  idea  of  using  hereafter 
as  money  nothing  but  gold.  They  listened  to  the  gilded 
serpent.  To-day  its  bite  is  felt ; but  care  is  taken  to  hide 
the  wound.  Before  long  it  will  show  itself. 

It  remains  to  us  to  discuss  the  other  argument:  “Silver  is 
being  depreciated ; we  must  therefore  get  rid  of  it.**  That 
silver  is  being  depreciated  is  certain.  The  piece  of  a hun- 
dred sous  or  of  a mark  melted  down  is  now  only  worth 
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ninety-three  sous  and  ninety-three  pfennings,  showing  a loss 
of  seven  per  cent.  But  who  has  been  the  cause  of  this  pro- 
gressive fall  in  silver  ? Mono-metallists,  it  is  you.  You  have 
led  Germany,  and,  as  a consequence,  the  Latin  Union,  to 
abandon  the  coinage  of  silver.  Wheat  would  be  of  small 
value  if  we  did  not  use  it  for  food.  A precious  metal  loses 
greatly  in  price  when  we  cease  to  coin  it  into  money.  It  is 
you  mono-metallists  who  have  brought  on  the  depreciation, 
and  you  point  to  this  depreciation  as  a proof  of  the  un- 
worthiness of  the  metal  which  you  have  combined  to  drive 
out  of  use.  You  resemble  the  people  who,  having  tied  up 
the  legs  of  a horse,  called  out  for  him  to  be  killed  because 
he  could  not  gallop.  A man  who  was  passing  by  undid  the 
noose,  and  the  noble  steed  ran  swiftly  on  its  course.  Let  Ger- 
many and  France  repeal  the  prohibition  from  the  coinage  of 
silver,  and  this  noble  metal  will  recover  and  keep  its  entire 
value.  Fifteen  and  a half  weights  of  silver  will  buy  one 
weight  of  gold,  and  financial  relief  will  be  speedily  given 
to  England,  France,  and  Germany. 

The  mono-metallic  conflict  has  only  just  begun,  and  already 
there  exists  no  longer  a single  and  unique  stock  of  silver  of 
homogeneous  value,  as  there  exists  a single  and  unique  stock 
of  gold.  There  are  two  stocks,  the  g^eat  and  the  little.  The 
lesser  one  is  composed  of  the  new  uncoined  silver,  which  is 
no  longer  sent  to  the  mint,  and  which  has  undergone  a fall 
of  seven  per  cent.  ; the  greater  stock  is  the  coined  silver,  in 
thalers  and  in  francs  ; and  it  is  this  stock  which  the  mono- 
metallists would  melt  down,  and  which  has  hitherto  circu- 
lated as  a forced  currency  at  seven  per  cent,  higher  a value 
than  that  of  the  uncoined  metal.  If  the  fall  is  already  seven 
per  cent,  on  the  minor  stock,  what  will  it  not  be  when  the 
greater  stock  comes  to  be  melted  down  and  enters  the  mar- 
ket as  bullion  ? Why  should  this  fall  be  urged  as  a reason 
for  hastening  the  work  of  demonetization  ? Is  it  not,  on  the 
contrary,  the  sig^  of  coming  disasters,  to  avoid  which  we 
should  lose  no  time  in  coining  silver  ? If  we  refuse  to  do 
this,  are  we  not  wasting  advantages  worth  hundreds  of  mil- 
lions of  marks  and  of  francs  ? All  this  mass  of  demonetized 
metal  will,  if  the  mono-metallists  persist,  fall  to  zero.  Mono- 
metallists of  France  and  Germany  ! will  you  go  forward  in 
the  path  you  have  entered  ? We  hope  the  mistakes  of  the 
past  can  be  remedied.  We  rely  upon  the  force  of  events, 
which  sometimes  hinders  men  from  injuring  themselves  as 
much  as  they  desire.  We  count  also  upon  the  great  ease 
with  which  the  Germans  can  put  themselves  in  the  right  path. 
All  they  have  to  do  is  to  throw  open  their  mint  to  all  holders 
of  silver  bullion  and  of  gold  bullion,  and  permit  both  metals 
to  be  freely  and  without  restriction  coined  into  marks.  The 
whole  evil  will  thus  receive  a complete  remedy. 
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THE  SILVER  QUESTION. 

BY  GEORGE  WALKER. 

DBLIVBRBD  AT  THE  AMERICAN  SOCIAL  SCIENCE  CONVENTION  AT  SARATOGA.* 

There  is,  at  the  present  moment,  no  question  of  public 
economy  which  so  largely  affects  the  whole  civilized  world 
as  the  question  of  silver.  The  great  decline  in  price  which 
the  metal  has  undergone  within  the  present  year  makes  it 
vitally  important  to  the  principal  nations  of  America,  Europe, 
and  Asia;  and  in  each  of  these  great  sub-divisions  of  the 
world  it  is  being  discussed  with  the  most  anxious  interest. 
But,  although  the  question  is  common  to  nearly  all  countries, 
it  presents  itself  to  them  under  very  different  aspects.  A 
considerable  g^oup  of  nations,  including  the  United  States, 
France,  Russia,  Austria,  and  Italy,  are  under  a suspension  of 
specie  payments,  and  to  them  it  is  indispensably  necessary  to 
consider  the  place  which  silver  shall  occupy  in  the  currency 
when  metallic  payments  are  resumed.  These  countries,  again, 
differ  widely  from  each  other  in  other  aspects  of  the  ques- 
tion. The  United  States  have,  at  present,  a single  standard 
of  gold ; Austria  and  Russia  a single  standard  of  silver ; 
France  and  Italy  a double  standard  of  both  metals.  With 
the  exception  of  a new  emission  of  gold  rente  the  public 
debt  of  Austria  is  payable  in  silver;  that  of  France  and  Italy 
in  either  silver  or  gold ; as  was  that  of  the  United  States 
also  by  the  terms  of  the  original  statutes  creating  it.  The 
Coinage  Act  of  1873,  and  the  revision  of  the  statutes  in  1874, 
have  since  demonetized  silver  in  the  United  States.  France 
has  a great  stock  of  both  gold  and  silver  in  the  vaults  of 
the  bank  and  in  the  hands  of  the  people.  The  Bank  of 
France  holds  coin  and  bullion  to  the  amount  of  about 
^420,000,000,  against  a circulation  of  about  ^480,000,000;  and 
of  this  metallic  stock  about  thirty  per  cent.,  or  J 125,000,000, 
is  silver.  Obviously,  therefore,  it  can  resume  specie  payments 
at  any  moment.  A leading  motive  for  its  delay  in  doing  so 
is  the  hope  that  the  question  of  the  standards  may  find  some 

* Note  by  the  Author. — It  has  been  objected  to  the  following  paper  that  it  merely 
states  the  silver  question  but  does  not  ai^e  it.  This  is  precisely  what  the  author  intended. 
He  was  invited  to  preside  over  the  silver  debate  at  Saratoga,  and  aJl  that  he  deemed  it  proper 
to  do  was  to  state  fairly  and  fully  the  questions  at  issue,  leaving  the  discussion  of  them  to 
others  who  had  signified  a wish  to  speak  on  the  subject.  Knowing,  however,  that  the  opinions 
of  a large  majority  of  American  economists  and  financiers  leaned  towards  the  single  gold  stand- 
ard, and  believing  that  there  was  a lack  of  information  as  to  the  present  state  of  the  discussion 
in  Kurope,  and  the  persons  engaged  in  it.  he  took  pains  to  present  the  names,  and  to  some 
extent  the  oualifications  of  the  leading  disputants.  It  has  been  assumed  by  a very  respectable 
portion  of  tne  press  of  this  country,  that  there  is  no  issue  involved  in  the  silver  Question  worthy 
of  dignified  discussion,  and  that  all  the  defenders  of  silver  in  the  currency  are  either  rag  money 
men — repudiators  at  heart— or  owners  of  silver  mines.  This  is  certainly  not  true,  even  of  the 
United  states,  and  it  indicates  a most  inadequate  a|mreciaiion  of  the  question  as  it  is  discussed 
abroad.  If  the  following  paper  should  have  any  influence  in  introducing  a more  serious  treat- 
ment of  it,  the  author's  wish  in  preparing  it  will  be  satisfied. 
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new  solution.  The  United  States  has  a very  small  stock  of 
the  precious  metals  either  in  possession  of  the  Government 
or  of  the  people,  and  it  cannot  resume  without  laying  up  or 
purchasing  the  metal  to  do  it  with.  But  on  the  other  hand, 
this  country  is  a great  producer  and  seller  of  silver,  and, 
quite  apart  from  the  question  of  her  domestic  currency,  is 
interested  to  keep  up  the  price  of  the  metal  as  merchandise, 
in  the  same  way  that  it  is  interested  in  keeping  up  the  price 
of  cotton  or  wheat 

England  and  Germany  are  specie-paying  countries,  and 
have  a single  gold  standard ; but  Germany  has  just  adopted 
that  standard,  in  lieu  of  a standard  of  silver,  and  it  has  a 
great  deal  more  of  that  metal  left  on  its  hands  than  is 
necessary  to  constitute  its  inferior  coinage.  It  is,  therefore, 
the  largest  present  seller,  and  its  supply  threatening  the  mar- 
ket is  recognized  as  one  of  the  most  potent  influences  which 
have  led  to  the  present  depression.  England,  though  using 
the  gold  standard  at  home,  has  a great  stake*  in  the  silver 
question  through  her  Indian  empire,  which,  with  the  possible 
exception  of  China,  is  the  largest  holder  and  user,  and,  until 
a very  recent  period,  the  greatest  absorber  of  silver  in  the 
world.  The  center  of  Indian  finance  Is  London,  and  that  city 
is  also  the  chief  bullion  market  of  the  world,  so  that  the 
daily  London  quotation  of  silver  is  the  barometer  on  which 
the  eyes  of  all  nations  are  now  fixed.  Thus  each  of  the 
leading  commercial  nations  is  anxiously  debating  its  own  po- 
sition, and  closely  watching  the  action  of  its  neighbors. 

In  the  United  States  the  silver  question  is  discussed  in 
both  its  general  and  in  special  aspects.  The  inquiry  takes 
these  forms  : ( i.)  Whether,  all  things  considered,  the  double 
or  the  single  standard  of  the  precious  metals  is  most  desira- 
ble for  the  money  of  the  world.  ( 2.)  Whether,  in  view  of 
the  fact  that  England,  Germany,  and  the  Scandinavian  States 
have  adopted  the  single  gold  standard,  it  is  desirable  for  the 
rest  of  Europe  and  the  United  States  to  follow  their  e:. am- 
ple, or  to  oppose  it  by  a united  adoption  of  gold  and  silver. 
(3.)  Whether  the  peculiar  position  of  the  United  States  as  a 
silver-producing  country,  pledged  to  return  to  specie  pay- 
ments at  an  early  date,  and  requiring  a large  circulation  of 
metallic-value  money  in  order  to  resist  the  inclination  to 
paper  money,  which  has  been  so  strong  and  baneful  in  the 
past,  and  which  has  at  present  a firmer  hold  on  the  popular 
mind  than  ever  before,  makes  it  desirable  for  us  to  restore 
the  double  standard,  either  with  or  without  the  cooperation 
of  the  nations  of  the  Latin  Union,  and  if  restored,  whether 
with  or  without  a legal  tender  limit.  ( 4.)  As  closely  involved 
with  the  last  question,  and  likely  to  have  a great  influence 
in  the  decision  of  it,  whether  the  demonetization  of  silver, 
begun  by  the  Coinage  Act  of  1873,  and  completed  by  the  re- 
vision of  the  statutes  in  1874,  was  either  justifiable  or  expe- 
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dient,  in  view  of  the  fact  that  the  public  debt  was,  by  its 
terms,  payable  in  coin,  and  therefore  capable  of  being  dis- 
charged in  either  gold  or  silver,  and  that  no  reproach  could 
have  then  attached  to  the  selection  of  either  metal  for  that 
purpose.  And,  finally,  whether  those  statutes  are  virtually 
irrepealable,  either  because  they  created  a new  contract  with 
the  public  creditor,  or  such  a conscientious  obligation  and 
pledge  of  public  faith,  as  nations  having  a proper  regard  for 
their  honor,  as  well  as  their  commercial  credit,  cannot  pru- 
dently recall. 

If  I have  thus  correctly  stated  it,  it  will  be  seen  that  the 
silver  question  involves  a great  deal  more  in  the  United 
States  than  in  any  other  country  ; and  that  it  is  still  a de- 
batable question,  not  to  be  discussed  ignorantly  or  flippantly, 
but  with  all  the  aid  of  reasoning,  authority,  and  experience, 
and  that  the  bandying  of  offensive  epithets  and  the  imputa- 
tion of  base  motives,  on  the  one  side  or  the  other,  will  not 
promote  such  a solution  of  it  as  the  country  ought  to  desire. 

The  advocates  of  either  the  single  or  double  standard  have 
abundance  of  argument  and  authority  behind  them.  The  in- 
clination of  the  public  mind  in  Europe  and  America,  as 
evinced  both  by  legislation  and  by  the  published  opinions  of 
statesmen  and  economists,  has  tended,  ever  since  the  gold 
discoveries  of  California  and  Australia,  toward  the  adoption 
of  a single  standard ; but  it  must  not  be  forgotten  that  in 
1857  the  demand  for  a single  standard  of  silver  was  pressed 
as  strenuously  as  is  now  that  for  a single  standard  of  gold, 
and  in  not  a few  instances  by  the  same  advocates.  It  would 
be  difficult  to  adduce  a more  complete  reversal  of  opinion 
and  position  on  any  question  than  is  found  by  a comparison 
of  M.  Chevalier’s  Treatise  on  the  Fall  of  Gold^  published  in 
1857,  and  his  recent  articles  on  the  Fall  of  Silver^  in  the 
April  and  August  numbers  of  the  Revue  des  Deux  Mondes, 
Armed  with  these  opposing  documents  silver  and  gold  may 
confront  each  other,  and  each  be  justified  in  saying,  “Mutato 
nomine  de  te  fabula  narratur.”  I do  not  say  that  there  may 
not  be  abundant  ground  for  this  change  of  opinion  on  the 
part  of  M.  Chevalier,  but  the  fact  is  in  itself  remarkable,  and 
inculcates  caution  against  the  formation  of  hasty  conclusions, 
and  especially  against  hasty  action  on  subjects  of  such  vast 
moment  as  the  world’s  standard  of  value. 

Besides  M.  Chevalier,  there  are  other  great  names  among 
the  economists  of  France  to  be  found  on  the  side  of  the 
single  gold  standard.  Most  conspicuous  among  them  is  that 
of  M.  Esquirou  de  Parieu,  last  Minister  of  State  of  the  Em- 
pire, President  of  the  Monetary  Commission  of  1870,  and 
now  a leading  member  of  the  French  Senate,  in  which  body 
he  very  lately  introduced  a bill  for  stopping  the  coinage  of 
silver.  The  measure  was,  however,  defeated  by  the  united 
inlluence  of  the  Finance  Minister  and  the  Governor  of  the 
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Bank  of  France.  With  him  are  united  in  opinion  M.  Victor 
Bonnet,  one  of  the  best  financial  writers  in  France ; M. 
Clement  Juglar,  author  of  the  excellent  book  on  Crises  ; M. 
Paul  Leroy-Beaulieu,  editor  of  the  Economist  FranfoiSj  and 
probably  a majority  of  less  distinguished  economists  of 
France.  In  Belgium  they  have  M.  Fr^re  Orban,  an  econo- 
mist of  distinction.  On  their  side  of  the  question  are  the 
Governments  of  Germany,  Denmark,  Sweden,  and  Norway, 
and  the  Swiss  representatives  in  the  Latin  Union.  I do  not 
include  England  among  the  nations  opposed  to  the  mainte- 
nance of  the  double  standard  ; on  the  contrary,  her  interests 
in  India  would  undoubtedly  lead  the  statesmen  of  that  coun- 
try to  desire  to  have  silver  retained  in  the  currency  of  other 
countries  as  far  as  possible.  On  their  side  there  is  perhaps 
also  a considerable  sentiment  in  Austria,  but  that  sentiment, 
so  far  as  it  exists,  is  largely  due  to  the  influence  of  Germany 
in  Austrian  finance.  German  capital  is  very  much  relied 
upon  for  Austrian  enterprises.  Though  an  emission  of  gold 
rente  has  recently  been  made  by  Austria,  the  Minister  of  Fi- 
nance declared  in  the  Chambers  “that  it  was  in  no  way  to 
be  regarded  as  a promise  of  the  introduction  of  the  gold 
standard." 

While  it  thus  appears  that  the  defenders  of  the  double 
standard  are  probably  in  a minority  as  to  numbers,  they  still 
include  many  of  the  most  distinguished  names,  and  the  ques- 
tion cannot  be  considered  as  settled  in  favor  of  the  single 
standard  by  the  weight  of  authority  alone.  In  France,  there 
are  on  that  side,  Wolowski,  Cernuschi,  de  Reinach,  Courcelle- 
Seneuil,  and  Rouland,  if  I may  not  also  venture  to  add  the 
distingpiished  Minister  of  Finance,  M.  L6on  Say ; in  Belgium 
the  leading  economist  of  that  country,  M.  Emile  de  Laveleye. 
In  England,  where  the  question  has  been  less  discussed  by 
economists,  and  where  there  is  less  of  the  controversial  spirit 
than  in  France,  there  is  Ernest  Seyd,  and  upon  the  question 
now  at  issue  also  Mr.  Gbschen  and  Mr.  Bagehot. 

Mr.  Jevons,  although  he  recognizes  the  tendency  toward 
the  adoption  of  the  gold  standard,  fully  endorses  the  views 
of  Wolowski  and  Cernuschi,  as  to  the  greater  steadiness  re- 
sulting from  the  use  of  both  metals.  In  Germany  there  are 
Prince  Smith,  one  of  the  most  distinguished  statesmen  of  the 
new  Empire,  and  the  two  foremost  economists,  Rau  and 
Roscher.  There  is  something  significant  in  the  experience  of 
those  who  form  what  I should  incline  to  call  the  conserva- 
tive party  of  the  bi-metallists.  In  France,  M.  Wolowski  was 
the  most  practical  among  the  great  scientific  economists.  He 
founded  the  Credit  Foncier,  he  was  connected  with  the  ad- 
ministration of  the  Soci6t6  G6nerale,  two  of  the  most  suc- 
cessful of  modern  French  banking  institutions.  Cernuschi, 
the  Italian  banker,  has  amassed  a fortune  in  his  profession, 
and  his  Mlcanique  de  VExchange  has  long  ranked  him 
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among  the  closest  of  financial  reasoners.  Courcelle-Seneuil  is 
the  author  of  a valuable  treatise  on  practical  banking.  Baron 
Jules  de  Reinach  is  perhaps  the  most  accomplished  and 
promising  of  the  younger  financiers  of  France.  The  head  of 
a banking  house  of  great  wealth  and  influence,  the  confiden- 
tial adviser  of  L6on  Say,  a large  contributor  to  the  wonder- 
ful machinery  by  which  the  German  indemnity  was  paid,  he 
is  also  one  of  the  strongest  financial  writers  of  Paris.  Rou- 
land  is  the  Governor  of  the  Bank  of  France,  the  institution 
having  the  largest  interest  of  any  in  the  world  in  the  right 
solution  of  the  silver  question.  The  Minister  of  Finance, 
L6on  Say,  has  placed  himself  in  the  front  rank  of  financial 
statesmen  by  his  masterly  conduct  of  the  German  indemnity 
payment.  In  England,  Ernest  Seyd  is  a successful  banker, 
and  the  author  of  the  standard  book  on  bullion  and  the 
foreign  exchanges.  Bagehot  is  the  editor  of  The  Economist^ 
the  wisest  as  well  as  the  fairest  of  financial  journals,  a 
thoroughly  conscientious  man,  distinguished  alike  for  his 
clear  common-sense  handling  of  current  questions,  and  for 
his  profound  philosophical  treatment  of  higher  political  prob- 
lems. Goschen  is  a statesman  who  has  graduated  with  the 
highest  honors  not  only  from  Oxford  but  from  Lombard 
Street.  His  Theory  of  the  Foreign  Exchanges^  written  more 
than  ten  years  ago,  attracted  to  him  the  attention  of  Mr. 
Gladstone,  who  pronounced  it  a masterly  production.  On 
the  silver  question  he  is  without  doubt  the  highest  authority 
at  this  moment  as  to  facts,  having  been  selected  as  chairman 
of  the  committee  of  the  House  of  Commons  on  that  subject, 
whose  voluminous  report  has  just  been  published,  and  is  the 
thesaurus  upon  which  all  future  disputants  must  rely. 

As  I have  assumed  to  rank  Mr.  Goschen  among  the  advo- 
cates of  the  double  standard,  and  as  his  late  report  did  not 
call  for,  or,  indeed,  permit  any  discussion  of  that  question, 
though  a careful  reading  of  the  questions  propounded  by 
him  as  chairman  of  the  committee,  seem  to  me  to  pretty 
clearly  indicate  his  opinion,  I feel  myself  at  liberty,  in  sup- 
port of  that  assumption,  to  read  to  this  association  the  fol- 
lowing passage  from  a letter  which  I have  just  received  from 
him  accompanying  his  report : “ I am  deeply  interested,*’  he 
writes,  “in  what  the  United  States  Government  may  do. 
For  my  part  I shall  not  be  sorry  if  employment  should  be 
found  for  a large  amount  of  silver  on  your  side  of  the  At- 
lantic. Silver  and  gold  have  been  in  partnership  for  the 
purpose  of  doing  the  work  of  the  circulation  for  thousands 
of  years,  and  I think  it  is  not  in  the  interest  of  the  world 
that  the  whole  weight  of  the  burden  should  be  borne  by  gold 
alone.** 

By  far  the  most  remarkable  publication  on  this  difficult 
subject,  and  the  most  immediately  valuable  to  the  American 
inquirer,  is  the  House  of  Commons  report  already  referred 
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to.  The  order  under  which  that  report  was  made  is  in  these 
words : **  Ordered  that  a select  committee  be  appointed  to 
consider  and  report  upon  the  causes  of  the  depreciation  of 
the  price  of  silver,  and  the  effects  of  such  depreciation  upon 
the  exchange  between  India  and  England."  The  committee 
was  composed  of  men  of  the  highest  qualification  for  such 
service.  Among  those  best  known  in  America,  besides  Mr. 
Goschen,  are  Mr.  Kirkman  Hodgson,  of  the  firm  of  Baring 
Brothers,  Mr.  John  G.  Hubbard,  formerly  Governor  of  the 
Bank  of  England,  and  for  thirty  years  one  of  the  leading  de- 
baters in  the  House  of  Commons  on  all  questions  of  banking 
and  currency ; Mr.  Edward  Baxter,  the  writer  on  revenue 
and  taxation ; Mr.  W.  N.  Massey,  the  historian,  and  Mr. 
Henry  Fawcett,  the  political  economist. 

[An  appropriate  tribute  to  the  late  M.  Wolowski  formed 
an  interesting  portion  of  the  close  of  this  address.  It  is  not 
here  included,  inasmuch  as  we  gave  in  our  last  number  an 
extended  sketch  of  his  life  and  character. 

In  citing  the  aspects  of  the  silver  question,  and  the  forms 
of  inquiry  suggested  in  connection  therewith,  Mr.  Walker 
omits  one  point  which  should  not  be  overlooked.  It  is  that 
in  proportion  to  the  aggregate  mass  of  metallic  money  exist- 
ing throughout  the  world,  the  annual  production  of  silver  and 
gold  is  but  a very  small  percentage.  It  follows  that  the 
effect  of  the  increased  yield  of  our  silver  mines  upon  the  ag- 
gregate stock  has  been  greatly  exaggerated. — Ed.] 


PAYMENT  OF  THE  DEBTS  OF  THE  REVOLUTION 
AND  OF  THE  WAR  OF  i8l2. 

BY  GEORGE  M.  WESTON. 

It  is  always  a pious  duty  to  our  ancestors  to  keep  their 
great  and  worthy  deeds  in  fresh  remembrance,  and  it  is 
everywhere  acknowledged  as  a peculiarly  appropriate  duty  in 
this  centennial  year.  The  popular  orators  and  writers  of  the 
day  have  performed  it  well,  but  in  all  that  has  been  said  and 
written,  there  is  an  important  omission.  The  efforts  and 
sacrifices  of  our  revolutionary  ancestors  to  discharge  the  debts 
incurred  in  their  long  struggle  with  the  mother  country,  and 
to  leave  to  their  children  an  unincumbered  National  heritage, 
have  not  been  recounted.  It  will  be  a grateful  task  to  supply 
this  lacking  tribute  to  the  fathers,  and  to  point  out  the  in- 
fluence of  their  example  upon  the  immediately  succeeding 
generation,  which  sustained  the  burden  of  that  other  contest 
with  Great  Britain,  well  styled  the  second  struggle  for 
independence. 
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In  his  report  in  1790,  Mr.  Hamilton  computed  the  revolu- 


tionary debt  as  follows  : 

Principal  of  foreign  debt $ 10,070,307 

Arrears  of  interest  on  foreign  debt..  1,710,378 

Liquidated  domestic  debt 27,383,917 

Arrears  of  interest  on  domestic  debt.  13,030,168 

Unliquidated 2,000,000 


$54,194,770 

The  unliquidated  domestic  debt  was  principally  the  trifling 
per  centage  proposed  to  be  allowed  on  the  continental  paper 
money.  In  addition  Mr.  Hamilton  computed  the  State  war 
debts  at  twenty-five  millions,  including  interest,  carrying  up 
the  total  to  $79,194,770. 

The  provision  for  funding  these  several  debts  was 
made  by  the  Act  of  August  4,  1790.  That  act,  however,  only 
made  a preliminary  appropriation  of  twenty  and  one-half 
millions  for  the  State  debts.  On  the  ist  of  January,  1793, 
after  the  funding  under  this  act  had  been  mainly  completed, 
the  debt  stood  at  $80,352,634.  To  this  was  added,  under 
the  Act  of  May  30,  1794,  an  issue  of  stock  amounting  to 
$4,221,100,  to  complete  the  settlement  with  the  States. 

The  revolutionary  war  debt  consisted,  as  will  be  seen,  of 
two  parts,  the  foreign  and  the  domestic,  which  were  regarded 
as  being  on  an  essentially  different  footing,  and  were  differ- 
ently treated  in  the  Funding  Act  of  August  4,  1790. 

In  its  general  recitals  that  act  declares  that  justice  requires 
provision  to  be  made  ‘‘for  fulfilling  the  engagements  of  the 
United  States  in  respect  to  their  foreign  debt,  and  for  fund- 
ing their  domestic  debt  upon  equitable  and  satisfactory 
terms.'*  In  its  special  recitals,  before  the  closing  sections 
which  relate  to  the  domestic  debt,  it  declares  that  “it  is  de- 
sirable to  adapt  the  nature  of  the  provision  to  be  made  for 
the  domestic  debt  to  the  present  circumstances  of  the  United 
States,  as  far  as  it  will  be  found  practicable,  consistently 
with  good  faith  and  the  rights  of  creditors.”  With  respect 
to  the  foreign  debt,  an  exact  fulfillment  of  the  National  en- 
gagements ; with  respect  to  the  domestic  debt,  a funding  of 
it  upon  equitable  and  satisfactory  terms,  having  regard  both 
to  the  National  circumstances  and  the  good  faith  due  to 
creditors  ; those  are  the  ideas  of  the  Act  of  August  4,  1790. 
They  will  be  found  more  elaborated  in  the  debates  in  Con- 
gress up>on  tjie  act.  The  foreign  debt  was  for  moneys  borrowed 
abroad  in  specie,  and  at  low  rates  of  interest,  principally  at 
four  per  cent,  and  none  at  higher  than  five  per  cent.,  either 
directly  from,  or  through  the  endorsements  of,  the  Govern- 
ments of  France  and  Holland,  our  allies  and  friends,  although 
having  motives  of  their  own  for  desiring  the  dismemberment 
of  the  British  Empire.  The  domestic  debt  had  been  largely 
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incurred  in  depreciated  paper,  and  in  supplies  and  services 
at  inflated  prices.  Furthermore,  it  was  contended  that  the 
holders  might  yield  a large  percentage  and  still  suffer  less 
from  the  waste  and  losses  of  the  war  than  other  citizens,  and 
that  they  were  bound  to  make  an  equal  contribution  with  the 
rest  of  the  community  towards  the  cost  of  National  indepen- 
dence. The  concessions  required  of  them  were,  however, 
very  small  and  related  wholly  to  the  rate  of  future  interest. 

In  respect  to  the  domestic  debt  incurred  directly  by  the 
United  States,  the  over  due  interest  was  funded  in  a three-per- 
cent. stock,  payable  at  the  pleasure  of  the  Government.  The 
principal  was  funded  in  a six-per-cent,  stock,  but  upon  one- 
third  of  this  stock  interest  was  not  to  begin  for  ten  years  ; 
that  is  to  say,  not  until  1800.  This  was  the  same  as  giving 
four-per-cent,  interest  for  ten  years,  and  six  per  cent,  after- 
wards. 

In  respect  to  the  State  debts,  one-third  was  funded  in  a 
three-per-cent,  stock,  payable  at  the  pleasure  of  the  Govern- 
ment. Two-thirds  were  funded  in  a six-per-cent,  stock,  but 
upon  one-third  of  this  two-thirds,  interest  was  not  to  begin 
until  1800. 

The  act  of  August  4,  1790,  contains  adequate  provisions 
for  securing  the  prompt  payment  of  the  interest  on,  and  for 
the  reduction  and  discharge  of  the  principal  of  the  public 
debt ; and  carefully  preserves  the  right  of  the  country  to  call 
in  its  bonds  within  short  periods. 

In  respect  to  the  foreign  debt,  it  sets  apart  the  whole  of 
the  import  and  tonnage  duties,  with  the  exception  of  only 
six  hundred  thousand  dollars  reserved  for  the  support  of  the 
Government,  to  be  applied  to  the  interest  and  principal  of 
it,  or  if  refunded  in  a new  loan  of  twelve  millions,  which  the 
act  authorizes,  then  to  the  interest  and  principal  of  such  new 
loan.  But  upon  such  new  loan  it  imposes  the  fundamental 
restriction  that  “no  contract  shall  be  entered  into  which 
shall  preclude  the  United  States  from  reimbursing  any  sum 
or  sums  borrowed  within  fifteen  years.” 

In  respect  to  the  interest  on  the  domestic  debt,  it  sets 
apart  the  internal  revenue,  subject  to  certain  priorities  of 
other  appropriations. 

The  act  concludes  by  appropriating  the  entire  proceeds  of 
the  public  lands,  not  to  the  interest  of  the  public  debt,  but 
to  sinking  and  discharging  the  principal.  And  these  several 
provisions  were  made  effective  by  the  Act  of  August  12,  1790, 
creating  a board  of  commissioners  of  the  sinking  fund,  con- 
sisting of  five  high  officers  of  the  Government.  It  is  one  of 
the  recitals  of  this  Act  of  August  12,  1790,  that  it  is  “desira- 
ble by  all  just  and  proper  means,  to  effect  a reduction  of 
the  amount  of  the  public  debt.” 

The  three-per-cent,  stocks  authorized  by  the  Act  of  August 
4,  1790,  were  redeemable  at  pleasure.  On  the  six-per-cent. 
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stocks,  the  Government  reserved  the  right,  but  expressly  de- 
claring that  it  did  not  assume  the  obligation,  to  pay  eight 
dollars  each  year  on  each  one  hundred  dollars  of  this  debt, 
to  be  applied  to  principal  and  interest.  This  would  be  the 
same  as  an  annual  sinking  fund  of  two  per  cent,  of  the 
original  amount  of  the  six-per-cent,  stocks,  and  would  have 
extinguished  them  in  about  twenty-five  years  from  the  time 
when  they  began  to  bear  interest.  This  would  have  extin- 
guished in  1825  the  stocks  upon  which  interest  did  not 
beg^n  until  1800.  The  country  was  miserably  poor,  and  po- 
litical events  were  uncertain.  Our  ancestors  were  too 
prudent  to  enter  into  positive  engagements,  and  their  reser- 
vations of  rights  to  pay  are  only  evidence  of  their  wishes 
and  hopes.  In  the  Act  of  April  28,  1796,  they  made  distinct 
appropriations  to  extinguish  the  six-per-cent,  stocks.  Those 
upon  which  interest  commenced  at  once,  were  to  be  wholly 
paid  off  in  1818,  and  those  upon  which  interest  did  not  com- 
mence until  1800,  were  to  be  wholly  paid  off  in  1824,  or 
within  forty-one  years  after  the  peace  of  1783.  It  would 
seem,  from  the  course  of  subsequent  events,  that  they  would, 
in  fact,  have  been  paid  off  sooner,  but  for  the  second  war 
with  Great  Britain  of  1812-15. 

The  events  of  the  first  decade  under  the  present  constitu- 
tion, were  unfavorable  to  a reduction  of  the  National  debt. 
Wars  on  a great  and  expensive  scale  with  the  Indians  of  the 
north-west,  broke  out  in  1790,  and  marked  by  the  disastrous 
defeats  of  Generals  Harmer  and  St.  Clair,  continued  until 
they  were  terminated  by  the  victories  of  General  Wayne,  in 
the  summer  of  1795.  Then  followed  the  quasi-war  with 
France.  The  Act  of  July  7,  1798,  abrogated  all  treaties  with 
that  people,  charging  them  with  a “ system  of  predatory 
violence,  hostile  to  the  rights  of  a free  and  independent 
nation.”  Two  days  afterwards,  came  the  act  authorizing  the 
President  to  instruct  our  navy  to  “subdue,  seize,  and  take 
any  armed  French  vessel  ....  found  anywhere  on  the  high 
seas,”  and  to  commission  privateers  to  “attack  French  armed 
vessels,  and  to  recapture  any  American  vessels  or  property 
seized  by  them.”  Under  this  act,  the  frigate  Constellation 
actually  captured  a French  frigate  in  the  West  Indies,  and 
disabled  another  of  superior  force,  after  an  action  of  five 
hours.  This  has  been  called  a quasi-war,  but  it  was  a real 
war  in  preparation  and  cost,  both  the  army  and  navy  being 
enlarged,  and  even  General  Washington  appearing  again  on 
the  stage  of  public  affairs  and  resuming  the  command  of  the 
army.  The  Acts  of  July  16,  1798,  of  March  2,  1799,  and  May 
7,  1800,  authorized  loans  of  five,  two,  and  three  and  a-half 
millions  respectively,  all  for  military  purposes,  all  limited  to 
a duration  of  fifteen  years,  and  all  containing  pledges  to  pro- 
vide “ sufficient  permanent  revenues  ” to  redeem  them  within 
the  specified  times. 
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The  fathers,  in  whatever  difficulty  of  situation,  never  lost 
sight  of  the  great  object  of  paying  off  the  public  debt,  which 
seems,  indeed,  to  have  been  one  of  the  leading  purposes  of 
invigorating  the  National  authority  by  the  adoption  of  the 
Federal  constitution  of  1787.  That  instrument,  in  the  section 
giving  the  new  Government  the  independent  power  of  taxa- 
tion, in  the  enumeration  of  the  motives  for  that  grant 
assigns  the  first  place  to  the  payment  of  the  public  debts. 
The  language  of  this  grant  of  power,  is  as  follows : 

‘‘To  lay  and  collect  taxes,  duties,  imposts,  and  excises  to 
pay  the  debts  and  provide  for  the  common  defense  and  general 
welfare  of  the  United  States ; but  all  duties,  imposts,  and  ex- 
cises shall  be  uniform  throughout  the  United  States.” 

In  the  first  act  imposing  duties  upon  imports  and  tonnage, 
and  which  was  the  second  act  passed  under  the  present  con- 
stitution, this  purpose,  “A?  pay  the  debts  of  the  United  States f is 
given  the  same  priority  in  enumerating  the  objects  of  the  act. 
This  was  no  idle  declaration.  The  Funding  Act  of  August  4, 
.1790,  sets  apart  the  larger  part  of  the  proceeds  of  those  du- 
ties, all,  in  fact,  except  six  hundred  thousand  dollars,  to  pay 
the  interest  and  principal  of  the  foreign  debt. 

As  we  have  also  already  seen,  this  Funding  Act  provides 
other  revenues  for  the  interest  on  the  internal  debt,  and  sets 
apart  the  entire  proceeds  of  the  public  lands  to  “sink  and 
discharge”  the  principal  of  both  classes  of  debts. 

In  his  speech  to  Congress,  December  8,  1790,  President 
Washington  expressed  his  own  and  the  nation’s  approval  of 
the  legislation  of  Congress,  in  the  following  language: 
“Allow  me,  moreover,  to  hope  that  it  will  be  a favorite 
policy  with  you,  not  merely  to  secure  the  interest  of  the 
debt  funded  but,  as  far  and  as  fast  as  the  growing  resources 
of  the  country  will  permit,  to  exonerate  it  of  the  principal 
itself.  The  appropriation  you  have  made  of  the  Western 
funds  explains  your  dispositions  on  this  point.” 

In  December,  1794,  President  Washington,  in  his  speech  to 
Congress,  invited  their  attention  to  the  “adoption  of  a defin- 
itive plan  for  the  redemption  of  the  public  debt.” 

In  his  farewell  address,  on  retiring  from  the  Presidency, 
he  manifested  how  much  he  had  the  payment  of  the  debt  at 
heart,  in  the  following  language : 

“Avoid  likewise  the  accumulation  of  debt,  not  only  by 
shunning  occasions  of  expense,  but  by  vigorous  exertions,  in 
time  of  peace,  to  discharge  the  debts  which  unavoidable  wars 
may  have  occasioned,  not  ungenerously  throwing  upon  pos- 
terity the  burden  which  we  ourselves  ought  to  bear.” 

March  3,  1795,  Congress  decided  that  the  time  had  come 
when  it  might  begin  to  exercise  the  right  of  redeeming  the 
six-per-cent,  stocks,  which  it  had  reserved  in  the  Funding  Act 
of  August,  1790,  and  proceeded  to  give  the  sinking  fund 
commissioners  additional  revenues  for  that  purpose.  And,  as 
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we  have  already  seen,  by  the  Act  of  April  28,  1796,  Congress 
directed  a rate  of  redemption  of  those  stocks,  which  would 
extinguish  them  in  1818  and  1824. 

By  the  Act  of  April  29,  1802,  the  sinking  fund  was  enlarged 
and  definitely  fixed  at  seven  millions  three  hundred  thous- 
and dollars,  applicable  to  interest  and  principal.  As  the  debt 
was  eighty  millions,  and  a portion  of  it  bearing  interest  at 
CMily  three  per  cent.,  this  left  a considerable  margin  for  the 
principal. 

In  1803  the  sinking  fund  was  enlarged  to  eight  millions, 
the  addition  being  on  account  of  a new  burden  of  six  hun- 
dred and  seventy-five  thousand  dollars  of  interest  on  the 
interest  on  the  stock  for  sixty  millions  of  francs  issued  in 
payment  for  Louisiana.  It  is  noticeable  that  this  stock  was 
made  payable  in  annual  instalments  of  three  millions  of 
dollars,  to  commence  in  twelve  years,  so  as  to  complete  the 
extinguishment  of  it  in  fifteen  years.  If  any  debt  might 
fairly  have  been  thrown  upon  posterity,  it  was  this  purchase, 
which  was  a permanent  acquisition,  more  than  doubling  the 
National  area.  Within  our  limits,  as  fixed  by  the  treaty  of 
1 7^3)  we  had  827,844  square  miles.  Louisiana  gave  us 
1,171,143  more.  Our  revolutionary  ancestors  assumed  the 
burden  themselves,  quite  content  to  leave  to  posterity  only 
the  benefit  of  the  transaction.  They  were  animated  by  the 
desire  which  Daniel  Webster  ascribed  to  his  own  father, 
that  of  ‘‘elevating  his  children  to  a condition  better  than  his 
own^ 

Having  thus  traced  the  financial  legislation  prior  to  the 
war  of  1812-15,  it  remains  to  consider  its  results. 

The  debt  on  the  ist  of  January,  1793,  $80,352,634,  increased, 
after  the  additional  allowance  of  $4,221,100  to  the  State,  to 
its  maximum  figure,  $83,762,172,  on  the  ist  of  January,  1796, 
and  stood  on  the  ist  of  January,  1801,  at  $83,038,050.  From 
that  point  it  steadily  declined  to  $45,209,737  on  the  ist  of 
January,  1812,  although  in  1803  a new  debt  of  twelve 
millions  had  been  assumed  in  the  purchase  of  Louisiana. 

It  is,  then,  a sufficiently  accurate  statement  of  the  financial 
progress  during  the  twenty  years  prior  to  the  war  of  1812-15 
to  say  that  our  interest  was  paid  during  the  first  half  of  that 
period,  and  that  during  the  remainder  of  it  the  principal  of 
the  debt  (as  augmented  by  the  Louisiana  purchase)  was 
reduced  rather  more  than  one-half. 

The  total  receipts  and  expenditures  of  the  Government,  ex- 
cluding receipts  from  loans,  and  excluding  payments  of  either 
interest  or  principal  of  debt,  during  two  decades,  (article 
United  States,  Appleton’s  Cyclopedia)  were  as  follows  : 


Decade  ending  with 
and  including 

1800 

1810 

Receipts. 

....$56,800,000 
. . . . 132,000,000 

Expenditures. 

$34,000,000 

55.900,000 
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Those  were  days  of  small  things.  The  Government  had  in 
single  months  in  1866  revenues  equal  to  those  of  the  entire 
first  decade  under  the  present  constitution.  But  if  income 
was  small  in  those  earlier  times,  outgoes  were  still  smaller. 
It  is  fortunate  for  Boss  Tweed  that  he  flourished  at  a more 
exuberant  era. 

Of  the  income  of  the  first  decade,  $22,800,000,  or  forty  per 
cent,  of  it,  was  left  for  the  service  of  the  public  debt,  and 
this  sufficed  to  pay  the  interest  and  prevent  any  increase  of 
the  principal.  On  more  than  one-fourth  of  the  debt  the  in- 
terest was  only  three  per  cent.,  and  on  another  considerable 
portion  interest  did  not  begin  until  1800. 

During  the  second  decade,  the  income  increased  seventy- 
five  millions,  while  the  expenditures  increased  only  twenty- 
two  millions.  Of  the  income,  $76,100,000,  or  fifty-eight  per 
cent.,  was  left  for  the  service  of  the  public  debt,  and  explains 
the  reduction  of  principal  from  January  i,  1801,  to  January  i, 
1812,  of  fifty  millions  of  dollars,  including  the  Louisiana 
purchase  debt. 

Another  decade  of  peace,  or  even  less  than  that,  would 
have  realized  the  wishes  of  General  Washington,  and  ^^exoner- 
ated'' the  country  of  the  incubus  of  debt.  But  the  war 
clouds,  which  had  long  darkened  the  heavens,  burst  again 
in  1812,  and  fresh  battles  were  to  be  fought  and  fresh  bur- 
dens to  be  assumed.  Our  enemy,  the  great  naval  power  of 
the  world,  swept  our  commerce  from  the  seas.  Revenues 
dwindled.  The  expenses  of  the  war  of  the  revolution,  re- 
duced to  specie,  were  reckoned  by  Alexander  Hamilton  at 
$ 135,193,703.  Those  of  the  war  of  1812-15,  about  one-third 
as  long,  were  $75,450,000,  and  were  necessarily  supplied 
mainly  by  loans,  and  naturally  enough,  on  hard  terms.  But 
the  country  had  not  lost  its  high  spirit,  either  in  finance  or 
in  war.  Great  numbers  of  the  men  of  the  revolution  still 
survived,  to  give  courage  to  the  field,  and  wisdom  and  firm- 
ness to  the  councils  of  legislation.  Pressed  on  all  sides. 
Congress  limited  every  loan  to  the  term  of  twelve  years,  and 
securefi  their  reimbursement  upon  the  sinking  fund  of  eight 
millions,  which  it  promised  in  every  loan  act  to  enlarge,  as 
soon  as  enlargement  should  become  necessary.  In  the  loan 
Act,  passed  November  15,  1814,  when  the  National  capital 
had  hardly  ceased  to  smoke  from  the  fires  kindled  by  the 
torch  of  the  enemy.  Congress  made  this  promise  definite  in 
the  following  language : 

“That  an  adequate  and  permanent  sinking  fund,  gradually 
to  reduce  and  eventually  to  extinguish  the  debts  contracted 
and  to  be  contracted  during  the  present  war,  shall  be  estab- 
lished during  the  present  session  of  Congress.” 

The  laws  to  make  this  promise  good,  were  forthwith  taken 
in  hand  and  matured. 

The  Act  of  January  9,  1815,  apportions  an  annual  direct 
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tax  among  the  several  States,  of  six  millions  of  dollars,  and 
in  the  forty-first  section  gives  the  following  pledges : 

“That  towards  establishing  an  adequate  revenue,  to  provide 
for  the  payment  of  the  expenses  of  government ; for  the 
punctual  payment  of  the  public  debt,  principal  and  interest^ 
contracted  and  to  be  contracted,  according  to  the  terms  of  the 
contract  respectively;  and  for  creating  an  adequate  sinking  fund, 
gradually  to  reduce  and  eventucdly  to  extinguish  the  public  debt, 
contracted  and  to  be  contracted,  the  direct  tax  by  this  act 
laid,  shall  continue  to  be  laid,  levied  and  collected,  during 
the  present  war  between  the  United  States  and  Great  Britain, 
and  until  the  purposes  aforesaid  shall  be  completely  accomplished. 
Provided  always,  that  whenever  Congress  shall  deem  it  ex- 
pedient to  alter,  reduce,  or  change  the  said  direct  tax  by 
this  act  laid,  it  shall  be  lawful  to  do  so,  upon  providing  and 
substituting  by  law,  at  the  said  time,  and  for  the  same  pur- 
poses, other  taxes  or  duties,  which  shall  be  equally  produc- 
tive.** 

The  Act  of  January  i8,  1815,  imposes  heavy  excise  duties 
upon  a great  variety  of  articles  manufactured  for  sale  within 
the  United  States ; pig  iron,  hats,  caps,  boots  and  shoes, 
candles,  paper,  playing  and  visiting  cards,  leather,  saddles 
and  bridles,  beer,  manufactures  of  tobacco,  etc.  Another  act 
of  same  date  imposes  an  annual  duty  on  household  furni- 
ture exceeding  two  hundred  dollars  in  value ; also,  annual 
duties  of  two  dollars  on  every  gold  watch  and  one  dollar  on 
every  silver  watch  kept  for  use.  And  both  these  last  de- 
scribed acts  contain  the  identical  pledges  in  respect  to  con- 
tinuance and  application  of  proceeds  given  in  the  direct 
Tax  Act  of  January  9,  1815. 

On  the  17th  of  March,  1817,  the  sinking  fund  received  its 
last  alteration  and  enlargement,  until  its  office  was  fully  per- 
formed by  the  total  extinction  of  the  debt  during  Gen. 
Jackson*s  administration.  The  act  passed  on  that,  day  raises 
the  annual  sinking  fund  to  ten  millions,  to  commence  with 
the  year  1817,  and  with  an  extra  payment  of  nine  millions 
for  that  year,  making  nineteen  in  all.  It  also  gives  to  the 
sinking  fund  at  the  end  of  each  and  every  year  such  surplus 
as  may  be  found  above  a balance  of  two  millions. 

The  maximum  of  the  debt,  as  swollen  by  the  war  of 
1812-15,  was  on  the  ist  of  January,  1816,  when  it  stood  at 
$ 127,334,933.  The  nineteen  millions  which  Congress  was  able 
to  contribute  to  the  sinking  fund  in  1817,  from  the  proceeds 
of  the  searching  war  taxation  of  1815  and  other  sources,  re- 
duced the  debt  on  the  ist  of  January,  1818,  to  $103,466,683. 
It  was  thus  brought  within  the  easy  control  of  the  sinking 
fund,  the  minimum  of  which  was  ten  millions,  and  Congress 
was,  therefore,  at  liberty,  consistently  with  its  pledges,  to 
remit  the  more  onerous  taxes. 

The  revenues,  exclusive  of  loans,  and  the  expenditures,  ex- 
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elusive  ‘of  interest  and  principal  of  debt,  for  two  decades,  as 
given  in  Appleton’s  Cyclopedia,  were  as  follows  : 

Decade  endinr  with 


and  including  Receipts,  Expenditures. 

1820 $201,800,000  ..  $182,900,000  . 

1830 212,200,000  ..  122,000,000 


During  the  first  of  these  decades  the  excess  of  receipts  was 
hardly  nineteen  millions,  far  short  of  the  interest  of  the  debt, 
and  the  principal  of  it  increased  as  follows  : 

Amount  yanuary  1. 


181I $48,005,587 

1821 89,987,427 


During  the  second  decade  the  excess  of  receipts  was  ninety 
millions,  and  the  principal  decreased  to  $39,123,191  on  the 
TSt  of  January,  1831. 

As  already  noticed,  the  Act  of  1817  fixed  a minimum  of  ten 
millions  for  the  sinking  fund,  but  no  maximum.  It  was  to  be 
enlarged  to  the  extent  of  the  surplus  in  the  treasury,  what- 
ever that  might  be.  During  the  first  term  of  Gen.  Jackson, 
from  January  i,  1829,  to  January,  1833,  sinking  fund  was 
thus  made  large  enough  to  pay  the  interest  of  the  debt  and 
discharge  $51,419,715  of  the  principal  in  four  years. 

On  the  ist  of  January,  1833,  the  debt  stood  at  $7,001,698, 
less  than  the  sinking  fund  for  a year,  and  so  the  end  crowned 
the  work.  In  forty -three  years  from  the  Funding  Act  of 
August  4,  1790,  the  country  had  paid  off  the  debts  of  the 
revolution  and  of  the  second  struggle  with  Great  Britain,  and 
had  paid  fifteen  millions  for  Louisiana  and  five  millions  for 
Florida,  and  this  under  an  almost  uninterrupted  drain  of 
frontier  war  with  the  still  formidable  native  tribes  of  the 
continent.  No  period  of  disaster  shook  its  fortitude,  and 
never  did  it  fail  to  improve  the  years  of  peace  and  prosper- 
ity to  strengthen  its  finances.  Such  and  so  worthy  to  be 
recounted  and  to  be  imitated,  have  been  the  examples  set  by 
our  ancestors. 


Commercial  Agencies. — The  liability  of  commercial  agen- 
cies for  damages  resulting  from  their  reports  upon  the 
standing  of  business  firms  has  been  the  subject  of  an  inter- 
esting decision  at  Toronto,  in  the  Court  of  Queen’s  Bench. 
The  plaintiff  gave  credit  to  one  Wilson  in  consequence  of 
a report  upoil  his  standing  furnished  by  Dun,  Wiman  & Co. 
Wilson  failed  shortly  thereafter,  and  the  judgment  held  the 
agency  responsible  in  damages  for  the  erroneous  informa- 
tion given.  The  case  was  appealed. 
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THE  BANKS  AND  SPECIE  PAYMENTS. 

BY  HON.  HUGH  MCCULLOCH. 

AN  ADDRESS  DELIVERED  AT  PHILADELPHIA  TO  THE. AMERICAN  BANKERS*  ASSOCIATION, 
OCTOBER  4TH,  1876. 

It  was  with  reluctance  that  I consented  to  appear  before 
this  convention  as  a speaker;  not  because  I did  not  consider 
myself  honored  by  the  invitation  which  your  chairman  had 
so  kindly  and  courteously  extended  to  me, — not  because  I 
did  not  feel  an  interest  in  the  objects  which  have  called  to- 
gether so  many  able  men  from  all  parts  of  the  country, — but 
because  I had  nothing  to  say  upon  the  subject  to  which  my 
attention,  in  times  past,  has  been  especially  directed,  which  I 
had  not  already  said,  officially  and  unofficially.  Indeed,  this 
reluctance  was  only  overcome  by  the  consideration  that  truth 
will  bear  repetition,  and  that  it  would  be  vanity  on  my  part 
to  suppose  that  any  views  which  I presented  when  I was 
connected  with  the  Government,  or  opinions  I have  expressed 
since,  had  made  such  a lodgment  in  the  public  mind  as  to 
be  remembered  by  any  considerable  number  of  persons  at 
the  present  time. 

A question  of  so  vital  importance  to  the  people  of  the 
United  States  as  that  of  the  currency  can  never  become  stale 
until  it  has  been  definitely  settled.  Money  is  the  great 
agent  in  the  world’s  progress.  Existing  in  some  form,  in  all 
countries  and  in  all  ages,  it  has  been  found  to  be  indispens- 
able to  national  growth.  Without  money,  the  nations  would 
not  have  emerged  from  barbarism.  Although  the  love  of  it 
may  be  the  “ root  of  all  evil,”  and  the  pursuit  of  it  has  been 
marked  too  frequently  by  fraud,  violence  and  oppression,  it 
has  done  more  to  bring  the  world  up  to  its  present  condition 
of  advanced  civilization  than  all  other  instrumentalities  com- 
bined. Ages  ago  it  was  discovered,  in  order  that  trade  be- 
tween man  and  man,  tribe  and  tribe,  and  nation  and  nation, 
should  be  something  more  than  barter— that  a common 
measure  of  value  must  be  agreed  upon  as  a medium  of  ex- 
change, and  it  was  also  discovered  that  gold  and  silver,  be- 
yond all  other  substances,  possessed  the  qualities  fitted  for 
this  purpose  ; and  so  by  a common  consent — brought  about 
no  one  can  tell  how — these  metals — precious  by  their  beauty 
and  the  uses  to  which  they  are  applicable ; costly  by  the 
labor  necessary  to  obtain  them — became  the  money  of  the 
world.  Many  efforts  have  been  made,  by  unwise  and  impe- 
cunious nations,  to  substitute  inferior  substances  for  them, 
but  such  efforts  have  invariably  resulted  in  disaster  and  dis- 
grace. 
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Inasmuch,  however,  as  gold  and  silver  have  not  been  ob- 
tainable in  sufficient  amounts  for  all  purposes  for  which 
money  is  needed,  and  cannot  meet  all  the  ends  for  which  a 
local  currency  is  required,  bank  notes,  issued  under  compe- 
tent authority,  and  subject  to  necessary  restrictions,  have 
been  resorted  to  with  manifest  advantage  to  trade  and  indus- 
try. Such  notes,  when  of  equal  value  to  coin,  answer  an 
excellent  purpose  in  performing  offices  which  coin  cannot  as 
conveniently  and  inexpensively  perform,  but  they  can  never 
be  a safe  substitute  for  it.  Nowhere  did  this  seem  to  be 
bettei  understood  than  in  the  United  States  prior  to  the 
passage  of  the  Legal-tender  acts.  In  fact,  it  seemed  to  have 
been  the  intention  of  the  framers  of  the  Constitution  to  pro- 
tect the  people  against  the  losses  to  which  they  would  be 
exposed  if  anything  but  gold  and  silver  should  be  made  law- 
ful money  by  the  General  Government,  or  by  the  States.  It 
is  refreshing  to  compare  the  utterances  of  statesmen  when 
the  first  legal-tender  bill  was  under  consideration  in  the 
Senate  and  the  House  of  Representatives,  with  what  has 
been  heard  since  in  Congress  and  out  of  it.  Nothing  better 
illustrates  the  wide  departure  which  has  taken  place  from 
the  old  landmarks  of  conservative  opinion  than  such  a com- 
parison. 

By  a reference  to  the  debates  it  will  be  perceived  that 
those  who  opposed  the  bill  did  so  on  the  ground  that  Con- 
gress had  no  power,  under  the  Constitution,  to  make  any- 
thing but  gold  and  silver  a legal  tender,  and  that  other 
means  for  raising  money  should  at  least  be  tried  before  a 
measure  so  extreme  and  dangerous  should  be  resorted  to,  and 
that  those  who  supported  the  bill  justified  their  action  only, 
in  the  language  of  Mr.  Fessenden,  on  the  ground  of  ‘‘  abso- 
lute overpowering  necessity."  By  no  member  of  either  body 
was  it  contended  that  legal-tender  notes  could  be  lawfully 
issued  in  a time  of  peace.  Congress  was  sound  and  the  peo- 
ple were  sound  upon  this  important  question,  until  the  public 
sentiment  had  become  distorted  by  the  subtle  influences  of 
the  legal-tender  notes.  When  Mr.  Webster  said,  in  the  Senate 
of  the  United  States,  “ most  unquestionably  " — mark  the  ex- 
pression— ‘‘most  unquestionably"  there  is  no  legal-tender  in 
this  country  under  the  authority  of  this  Government,  or  any 
other,  “but  gold  and  silver,"  the  assertion  was  unchallenged 
in  the  Senate  and  elsewhere. 

This  was  indeed  the  general,  I may  say  the  almost  univer- 
sal opinion,  not  only  up  to  the  time  of  the  passage  of  the 
legal-tender  acts,  but  for  some  time  after.  The  public  re- 
cords and  the  journals  of  that  day  sustain  me  in  saying  that 
the  members  of  Congress,  by  whose  votes  the  first  legal-tender 
bill  became  a law,  voted  for  it,  and  that  their  constitutents 
approved  their  action,  solely  because  it  was  thought,  and 
doubtless  honestly  thought,  that  this  measure  was  absolutely 
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necessary  to  save  the  Government  from  bankruptcy  and  the 
Union  from  destruction.  I speak  advisedly  when  I say  that 
Mr.  Chase — the  Father  of  the  v Greenbacks,  as  he  is  called — 
never  dreamed  that  these  notes  were  to  be  anything  else 
than  a temporary  currency.  He  saw  clearly  enough  that  the 
public  revenues  could  not  be  safely  collected  in  the  notes 
of  suspended  banks — the  weakest  and  most  reckless  of  which 
would  put  out  the  largest  circulation — and  he  feared  that 
the  Government  bonds  could  not  be  sold  to  an  amount  suffi- 
cient to  meet  the  requirements  of  the  treasury,  unless  the 
market  were  made  easy  by  an  issue  of  Government  notes. 

Mr.  Chase,  however,  never  committed  himself  in  favor  of 
the  constitutionality  of  the  legal-tender  acts,  and  he  certainly 
was  guilty  of  no  inconsistency  when,  as  one  of  the  Justices 
of  the  Supreme  Court,  he  expressed  the  opinion  that 
the  United  States  notes  were  not  a legal  tender  for  the  dis- 
charge of  a debt  contracted  before  the  acts  were  passed. 
He  considered  the  Union  worth  preserving  at  any  price  ; he 
knew  that  it  could  not  be  saved  unless  money  was  provided 
to  keep  the  soldiers  in  the  field,  and  he  thought,  erroneously 
perhaps,  that  this  could  not  be  done  without  an  issue  of 
these  notes,  with  the  character  which  was  given  to  them. 
It  was  under  the  war  power  of  Congress,  and  not  under  the 
Constitution,  that  Mr.  Chase  recommended  the  issue  of  the 
notes  with  which  his  name  has  been  so  prominently  identi- 
fied, and  he  never  intended  that  they  should  do  more  than 
to  assist  in  carrying  the  Government  through  a trying  emer- 
gency. His  great  financial  measure  was  the  National  Bank- 
ing system.  A strict  constructionist  of  the  Constitution,  in 
the  language  of  the  day,  a “ State  rights  man,'’  conscien- 
tiously opposed  to  centralization,  and  to  all  interference  by 
the  General  Government  with  the  business  of  the  country,  he 
still  thought — as  a solvent  bank  note  currency  of  uniform 
value  was  necessary  for  the  safe  collection  of  the  public 
revenues  and  the  regulations  of  trade  and  commerce  between 
the  States — that  it  was  the  duty  of  Congress,  in  strict  con- 
formity with  the  letter  and  spirit  of  the  Constitution  to  pass 
a law  to  secure  the  payment  of  every  dollar  put  in  circula- 
tion by  the  banks,  by  a deposit  of  United  States  bonds  in 
the  Treasury  at  Washington.  Mr.  Chase  was  in  no  sense  an 
inflationist.  By  no  man  were  my  financial  views  more 
strongly  endorsed  than  by  him.  This  much  I have  felt  it  to 
be  my  duty  to  say  in  explanation  of  the  action  of  Mr.  Chase, 
whose  memory  I revere,  and  whom  I regard  as  having  been 
one  of  the  purest,  as  he  was  one  of  the  ablest,  men  that  this 
country  has  produced. 

‘A  bank-note  circulation,  perfectly  secured,  and  of  uniform 
value  in  every  State  and  Territory  of  this  great  Republic — 
this  is  the  essence  of  the  national  banking  system.  The 
D^nk  Act  may  need  amendments,  it  may  be  imperfect  in 
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many  respects,  but  in  securing  to  the  people  of  the  United 
States  a paper  circulation  of  absolute  solvency  and  of  equal 
value  throughout  the  length  and  breadth  of  the  land,  it  may 
be  ranked  among  the  most  important  and  beneficial  acts  in 
the  national  statute-book.  Those  of  us  who  recollect  the 
character  of  the  bank-note  circulation  which  was  superseded 
by  the  notes  of  the  national  banks,  are  able  to  appreciate,  as 
younger  men  cannot,  the  value  of  the  service  rendered  to 
the  Country  by  Mr.  Chase,  not  in  being  the  father  of  the 
greenbacks,  but  in  devising  a plan  for  a national  currency, 
perfectly  constitutional  and  in  harmony  with  the  character 
of  our  republican  institutions. 

It  would  be  too  much  to  say  that  Mr.  Chase  did  not  make 
mistakes — his  refusal  to  disburse  through  the  banks  the 
money  he  borrowed  of  them  was  one,  and  I think  a serious 
one ; but  there  are  few  who  are  now  unwilling  to  admit  that, 
on  the  whole,  his  administration  of  the  Treasury  Department, 
during  a most  trying  period  of  our  financial  history,  was 
marked  by  singular  ability*  He  was  fortunate  in  having 
around  him  very  able  advisers  ; and  from  none  of  them  did 
he  receive  more  judicious  counsel  than  from  Mr.  Spaulding, 
of  Buffalo,  distinguished  alike  for  his  statesmanship  and  his 
accomplishments  as  a banker,  whom  I am  glad  to  see  in  this 
convention. 

In  1864,  after  the  legal-tender  notes  had  been  issued  to  an 
amount  exceeding  $400,000,000,  and  the  new  measures  of 
value  had  begun  to  enhance  prices  and  encourage  speculation, 
there  was  heard,  for  the  first  time,  here  and  there,  expres- 
sions favorable  to  the  United  States  notes  as  a permanent 
currency.  In  1865  these  expressions  became  so  frequent  and 
the  evidences  that  the  currency  outstanding  was  excessive 
became  so  apparent,  that  I felt  it  to  be  my  duty  to  give,  in 
advance  of  the  annual  Treasury  Report,  an  outline  of  my 
general  financial  views  and  policy,  which  I did  in  some  re- 
marks to  my  neighbors  and  friends  at  Fort  Wayne,  on  the 
nth  of  October,  1865.  Pardon  me  for  quoting  a single  para- 
graph from  what  was  called,  at  that  time,  my  Fort  Wayne 
speech  : 

I have  no  faith  in  a prosperity  which  is  the  effect  of  a 
depreciated  currency,  nor  can  I see  any  safe  path  for  us  to 
tread  but  that  which  lead  to  specie  payments.  The  extreme 
high  prices  which  now  prevail  in  the  United  States  are  an 
unerring  indication  that  the  business  of  the  country  is  in  an 
unhealthy  condition.  We  are  measuring  values  by  a false 
standard.  We  have  a circulating  medium  altogether  larger 
than  is  needed  for  legitimate  business.  The  United  States 
are  to-day  the  best  market  in  the  world  for  foreigners  to  sell 
in,  and  the  worst  to  buy  in.  The  consequence  is  that  Europe 
is  selling  us  more  than  she  buys  of  us,  including  our  securi- 
ties, which  ought  not  to  go  abroad,  and  there  is  a debt 
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rolling  up  against  us  that  must  be  settled,  in  part  at  least, 
with  coin.  The  longer  the  inflation  continues,  the  harder 
will  it  be  for  us  to  get  back  to  the  solid  ground  of  specie 
payments,  to  which  we  must  sooner  or  later  return.  If  Con- 
gress shall,  early  in  the  approaching  session,  authorize  the 
funding  of  the  legal  tenders,  and  the  work  of  reduction  is 
commenced  and  carried  on  resolutely  but  carefully  and  pru- 
dently, we  shall  reach  it  probably  without  embarrassment  to 
legitimate  business ; otherwise  we  shall  have  a brief  period 
of  hollow  and  seductive  prosperity,  resulting  in  wide-spread 
bankruptcy  and  disaster.’* 

In  making  these  remarks  I merely  gave  expression  to  what 
was  then  the  sentiment  of  a large  majority  of  the  people.  I 
said  what  any  of  you  gentlemen  would  have  said  had  you 
been  in  my  position.  It  seemed  to  me  that  it  only  required 
a little  reflection  on  the  part,  not  only  of  the  educated 
classes,  but  of  those  whom  Mr.  Lincoln  used  to  call  ‘‘  plain 
people,*’  to  prevent  them  from  going  wrong  in  a matter  that 
so  deeply  affected  their  personal  interests.  That  I expressed 
the  then  prevailing  sentiment  as  indicated  by  the  manner  in 
which  the  financial  part  of  my  speech  was  received  and  com- 
mented on  by  the  press,  and  was  still  more  clearly  indicated 
by^  the  emphatic  vote  of  the  House  of  Representatives,  by 
which  my  report  of  December  following,  in  which  the  same 
views  were  elaborately  presented,  was  endorsed.  There  is 
nothing,  however,  which  so  quickly  unsettles  and  misleads 
the  public  judgment  as  a currency  which  gives  an  artificial 
value  to  property  and  unhealthy  stimulus  to  enterprise. 
Scarcely  had  the  policy  so  emphatically  endorsed  been  put 
into  practical  operation,  when,  so  loud  became  the  outcry 
against  it,  that  the  law  authorizing  a gradual  withdrawal  of 
the  legal-tender  notes  was  repealed  by  decisive  votes  in  both 
branches  of  the  Legislature  ; and  from  that  time  up  to  1873 
there  were  very  few  men  brave  enough  to  endeavor  to  stem 
the  current  which  was  sweeping  the  country  towards  bank- 
ruptcy. 

I advocated  the  gradual  withdrawal  of  the  legal-tender 
notes  because  they  had  answered,  according  to  the  opinion 
of  even  their  original  advocates,  the  purpose  for  which  they 
were  issued.  For  the  payment  of  the  soldiers  and  sailors,  the 
building  of  ships,  the  purchase  of  supplies  of  all  kinds,  a 
great  deal  more  currency  was  required  than  could  be  prop- 
erly used  in  ordinary  business.  The  paper  circulation  of  the 
country  was  three  times  larger  in  1865  than  it  was  in  i860, 
and  it  seemed  to  me  that  so  much  of  it  as  was  not  needed 
for  the  purposes  for  which  it  had  been  required  during  the 
war  must  either  be  retired  or  used  in  encouraging  enterprises 
of  doubtful  utility  and  of  a merely  speculative  character.  It 
was  not  retired,  and  the  result  of  the  policy  of  keeping  up  a 
volume  of  war  circulation  after  the  war  demand  for  it  had 
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ceased  was  just  what  I apprehended  it  would  be.  As  the 
financial  crisis  which  such  a policy  was  sure  to  bring  about 
was  longer  in  coming  than  I had  expected,  so  has  it  been 
longer  continued  and  greater  in  severity. 

I also  advocated  the  retirement  of  the  legal-tender  notes 
because  I did  not  consider  it  the  proper  business  of  Congress 
to  furnish  people  with  currency,  and  because  I thought  the 
maintenance  of  our  republican  institutions,  in  their  true 
character  and  spirit  depended  upon  keeping  the  exercise  of 
power  by  the  Federal  Government  strictly  within  the  limits 
prescribed  by  the  Constitution.  I advocated  their  retirement 
also  because  they  stood  in  the  way  of  a return  to  specie,  and 
because  I considered  a depreciated  currency,  especially  depre- 
ciated legal-tender  Government  notes,  destructive  of  good 
morals  and  a burden  upon  the  labor  and  industry  of  the 
country. 

I need  not  say  that  the  opinions  which  I advanced  in  my 
first  report  to  Congress,  and  endeavored  to  enforce  in  that 
and  in  my  subsequent  ones,  have  undergone  no  change  ; that 
on  the  contrary  they  have  been  strengthened  and  confirmed 
by  what  has  transpired  since.  I know  that  many  intelligent 
and  well-meaning  men  differ  radically  from  me,  and  that 
there  are  some  even  who  attribute  the  misfortunes  which 
have  befallen  the  country  to  the  withdrawal  from  circulation 
of  some  $40,000,000  of  the  United  States  notes  in  1866  and 
1867.  This  opinion  is,  I suppose,  honestly  entertained,  but  it 
is  difficult  to  understand  how  such  a conclusion  could  be 
reached,  in  view  of  the  fact  that  it  was  subsequent  to  that 
period  and  after  the  policy  of  contraction  had  been  aban- 
doned that  the  Wants  of  the  country  in  regard  to  railroad 
facilities  were  anticipated  by  at  least  a quarter  of  a century — 
that  so  many  millions  of  money  were  sunk  in  unprofitable 
enterprises,  that  municipal  indebtedness  was  so  increased  as 
to  make  local  taxation  in  many  cities  and  counties  well-nigh 
unsupportable — and  so  many  thousands  of  ordinarily  prudent 
people,  were  induced  by  the  general  spirit  of  the  times,  to 
contract  debts  from  which  they  could  only  be  relieved  by 
bankruptcy. 

The  currency  question  has  been  fully  and  ably  discussed 
on  both  sides  within  the  past  two  years,  and  it  is  one  of  the 
hopeful  signs  that  since  it  has  been  discussed,  and  the  issue 
between  specie  and  paper,  or  rather  between  a convertible 
and  an  inconvertible  paper  currency,  has  been  sharply  de- 
fined, both  of  the  great  political  parties  have  been  compelled 
to  adopt  what  is  called  a hard-money  platform.  But  pledges 
are  not  always  reliable,  even  when  made  in  good  faith.  Plat- 
forms adopted  before  an  election  are  not  always  considered 
of  binding  force  after  the  elections  are  over.  The  virus  of 
an  irredeemable  legal-tender  currency  has  taken  a strong 
hold  upon  the  minds  of  large  numbers  in  both  parties,  and 
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the  country  will  never  be  entirely  safe,  nor  will  confidence  in 
the  future  be  completely  restored,  until  the  financial  policy 
of  the  Government,  upon  a sound  and  stable  basis,  is  firmly 
established. 

But  I have  been  dwelling  too  long  on  the  past.  There  is, 
I apprehend,  very  little  difference  among  bankers  as  to  the 
effect  of  an  irredeemable  legal-tender  currency  upon  business 
and  the  public  morals.  The  vital  question  now  is,  what  is  to 
be  done  to  restore  the  specie  standard  and  bring  about 
specie  payments  ? 

So  far  it  must  be  admitted  that  very  little  has  been  done 
to  accomplish  this  most  desirable  result,  besides  the  passage 
of  an  act  pledging  the  Government  to  a resumption  of  the 
United  States  notes  in  1879. 

Now,  gentlemen,  nobody  understands  better  than  you  do, 
that  this  act  will  be  a nullity  without  speedy  legislation  to 
sustain  it.  Hopeful  as  we  may  be  in  regard  to  the  recuper- 
ative power  of  this  great  nation,  none  of  us  is  sanguine 
enough  to  suppose  that  the  desired  object  will  be  attained 
without  legislation  of  some  kind.  We  may  differ,  we  proba- 
bly do  differ,  in  regard  to  the  legislation  which  is  required, 
but  I take  it  for  granted  that  we  are  all  agreed  that  some- 
thing is  to  be  done,  if  the  act  referred  to  is  to  be  anything 
else  than  a dead  letter.  We  were  told  some  years  ago,  by 
gentlemen  standing  high  in  the  public  estimation,  that  the 
currency  question  would  take  care  of  itself ; that,  although 
the  circulation  might  just  then  be  somewhat  excessive,  so 
great  were  our  resources,  and  so  energetic  were  our  people, 
that  all  the  United  States  notes  authorized  to  be  issued,  and 
all  the  notes  that  could  be  furnished  by  the  National  banks, 
would  soon  be  required  in  regular  business  transactions.  In 
a word,  that  specie  payments  would  be  brought  about  by  the 
natural  and  inevitable  growth  of  the  country.  Well,  gentle- 
men, the  evidences  of  the  growth  are  certainly  not  very  ap- 
parent. They  are  not  found  in  our  manufacturing  districts, 
in  our  commercial  cities,  in  our  ship  yards,  nor  even  among 
the  planters  of  the  South  or  the  farmers  of  the  West.  I 
think  its  advocates  must  admit  that  the  let-alone  policy  has 
not  worked  satisfactorily,  and  that  some  steps  must  be  taken, 
some  plan  adopted  by  Congress,  if  specie  payments  are  to 
be  resumed,  I will  not  say  in  1879,  but  at  any  time.  Now, 
what  shall  this  plan  be?  A very  simple  one  has  been  sug- 
gested, which  I think  would  be  effective.  My  policy  some 
years  ago  would  have  been  somewhat  different,  for  the  coun- 
try then  was  in  a different  condition  from  what  it  is  at 
present.  Then,  if  I had  had  the  power,  I would  have  ap- 
plied a portion  of  the  surplus  revenues  to  the  redemption  of 
the  legal-tender  notes,  instead  of  applying  the  whole  to  the 
reduction  of  the  interest-bearing  and  bonded  debt.  Now,  the 
plan  suggested  is  this : — Congress,  at  the  next  session,  to 
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pass  an  act  declaring  that  the  United  States  notes  after  Jan- 
uary I,  1879,  shall  cease  to  be  a legal  tender,  and  authoriz- 
ing the  Secretary  of  the  Treasury  at  once  to  offer  in  even 
exchange  for  them  bonds  bearing  interest  at  the  rate  of  four 
per  cent.,  payable  at  the  pleasure  of  the  Government  after 
thirty  years,  principal  and  interest  payable  in  gold  ; the 
banks  to  be  compelled  to  retain  the  gold  received  by  them 
for  the  interest  on  their  bonds  deposited  with  the  Treasurer, 
the  surplus  revenues  of  the  Government  to  be  held  for  the 
redemption  of  the  Government  notes,  if  they  should  not  be- 
fore the  I St  of  January,  1879,  be  exchanged  for  bonds ; 
banking  to  be  free  after  resumption. 

My  own  opinion  is,  with  submission  to  the  better  judgment 
of  the  convention,  that  by  some  such  plan  as  this,  iwhich  has 
no  enforcement  about  it,  the  specie  standard  would  be  re- 
stored without  prejudicing  the  revenues,  deranging  business, 
or  reducing  prices.  The  United  States  notes,  not  exchanged 
for  bonds,  being  still  receivable  for  all  public  dues,  except 
duties  upon  imports,  would  not  be  depreciated  by  ceasing  to 
be  a legal  tender.  The  bonds  bearing  only  four  per  cent, 
interest,  would  not  be  sufficiently  inviting  to  withdraw  from 
circulation  a dollar  needed  for  business  purposes.  If  such 
bonds  had  been  offered  in  exchange  for  legal  tender  three 
years  ago,  I believe  we  should  to-day  be  close  on  to  specie 
payments.  This  is  one  plan.  I shall  be  gratified  if  a better 
one  is  presented  to  the  convention.  I am  very  certain  that 
there  is  no  real  ground  for  apprehension  that  a return  to 
specie  by  any  measure  that  may  be  adopted  by  Congress 
will  reduce  the  amount  of  money  in  circulation  so  as  to  em- 
barrass trade  or  cheek  healthy  enterprise.  There  is  no 
article  in  the  world  more  subject  to  the  great  law  of  supply 
and  demand,  than  money.  It  always  goes  where  it  is  wanted, 
and  where  it  can  be  profitably  used.  There  never  need  be, 
and  there  never  will  be,  as  long  as  the  people  are  fairly  in- 
dustrious and  economical,  and  the  natural  laws  and  com- 
merce are  permitted  to  have  free  play,  a real  scarcity  of 
money  in  the  United  States.  There  will  be,  as  there  are  in 
other  countries,  temporary  stringencies  but  no  prolonged 
scarcity.  Times  are  frequently,  if  not  invariably,  the  hardest, 
and  business  the  most  depressed,  when  money  is  superabund- 
ant. Money  is  now  lying  idle  in  many  of  the  banks  be- 
cause there  is  no  profitable  use  for  it.  Nothing,  indeed,  more 
clearly  indicates  the  stagnation  which  exists  in  business,  than 
the  difficulty  experienced  by  the  banks  in  employing  their 
funds.  A better  feeling  would  prevail  and  business  would 
be  quickened,  if  one-fourth  of  the  Government  and  Na- 
tional banks'  notes  was  absolutely  withdrawn  from  circula- 
tion. We  have  heard  predictions  of  the  shrinkage  in  prices 
that  was  to  result  from  a return  to  specie.  Does  any  one 
think  that  the  shrinkage  would  have  been  as  great  as  it 
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has  been  if  specie  payments  had  been  resumed  ten  years 
ago?  I know  there  has  been  a prevailing  sentiment,  which 
has  extended  even  to  bankers — perhaps  it  still  exists  to 
some  extent  in  the  seaboard  States — I know  that  it  exists 
throughout  the  West,  and  nowhere  more  generally  than  in 
my  own  State,  that  a return  to  specie  must  injuriously 
affect  prices,  and  add  to  the  embarrassments  now  existing. 
On  the  contrary,  I believe  that  it  is  resumption  which  is 
needed  to  restore  confidence,  without  which  business  always 
stagnates — that  instead  of  making  times  harder  it  would 
improve  them — instead  of  reducing  prices  it  would  advance 
them. 

In  a word,  I believe  that  it  is  resumption  that  is  needed 
to  lift  the  country  out  of  the  “ slough  of  despond  ” into 
which  it  has  been  sunk  for  the  three  last  years.  We  have 
thought  so  much  upon  the  subject  that  we  have  become 
morbid.  We  have  spent  so  much  time  in  counting  the  cost 
that  we  have  greatly  exaggerated  it.  There  has  been  too 
much  figuring  about  resumption.  Figures  are  well  enough  in 
their  places,  but  they  sometimes  do  harm  in  impeding  ac- 
tion when  action  only  is  required.  When  some  of  General 
Lee’s  officers  were  figuring  upon  the  probability  of  their 
being  able,  with  the  local  advantages  they  possessed,  to  meet 
wfith  75,000  men,  the  Federal  officers  that  were  marching 
against  them  with  150,000,  he  remarked,  Well,  gentlemen,  if 
you  go  to  ciphering  we  shall  be  whipped  every  day  in  the 
week.” 

What  is  needed  in  our  case,  is  less  ciphering  and  more 
confidence  in  our  ability  and  resources.  We  frequently  see 
and  hear  references  made  to  Great  Britain,  to  illustrate  the 
difficulties  in  the  way  of  resumption.  It  is  not  necessary  for 
me  to  say  to  you,  gentlemen,  that  the  condition  of  that  coun- 
try at  the  close  of  the  Napoleonic  wars,  was  widely  different 
from  that  of  the  United  States,  unhappy  as  it  may  be.  Great 
Britain  had  been  literally  exhausted  by  her  gigantic  and  pro- 
tracted struggle  with  the  greatest  captain  the  world  has  ever 
known,  who  not  only  wielded  the  entire  power  of  the  most 
inexhaustible  of  nations,  but  at  times  the  power  of  a conti- 
nent. She  had  been  drained  of  every  dollar  of  specie  which 
she  could  draw  from  her  colonies  or  command  by  her  trade, 
in  paying  her  own  soldiers  and  the  troops  she  had  subsidized. 
She  had  no  Mississippi  Valley  to  furnish  her  starving  people 
with  bread  ; no  plantations  to  supply  her  looms  with  cotton  ; 
no  gold  and  silver  mines  to  replenish  her  treasury.  She  had 
only  her  ships  and  her  manufactures  to  rely  upon  ; for  the 
former  there  were  no  freights,  for  the  latter  no  markets. 
The  Continent  was  about  as  exhausted  as  she  was,  and  her 
trade  with  the  United  States,  totally  interrupted  during  the 
war  of  1812,  was  hardly  sufficient  at  its  close  to  give  employ- 
ment to  a dozen  of  her  ships.  Those  of  her  people  who 
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could  pay  taxes  were  oppressed  by  taxation  ; those  who  could 
not  were  pinched  by  want.  When  the  star  of  Napoleon  sunk 
on  the  field  of  Waterloo,  never  to  rise  again,  Great  Britain, 
now  the  richest  country  in  the  world,  was  in  a less  prosper- 
ous condition  than  were  the  American  Colonies  at  the  close 
of  the  Revolutionary  War.  I confess  a feeling  of  surprise, 
not  to  say  of  indignation,  when  I hear  intelligent  Americans 
justifying  continued  suspension  by  a reference  to  the  finan- 
cial state  of  Great  Britain  from  1815  to  1826. 

A country,  that  to  the  amazement  of  the  world,  commenced 
the  payment  of  her  debt  within  six  months  from  the  close  of 
the  war  which  she  had  waged  for  four  years,  with  an  un- 
paralleled expenditure  of  life  and  money,  and  which,  in  the 
ten  years  immediately  following  that  war,  has  reduced  her 
debt  nearly  a thousand  millions  of  dollars,  and  done  so  to  a 
large  extent  by  anticipating  the  maturity  of  her  bonds,  can- 
not plead  poverty  as  an  excuse  for  permitting  less  than 
400,000,000  of  her  promises,  payable  on  demand,  to  be  dis- 
honored and  depreciated.  If  the  legal-tender  notes  are  not 
redeemed  at  an  early  day,  it  will  not  be  because  the  Govern- 
ment is  unable  to  pay  them,  but  because  the  people  will  not 
authorize  it.  During  fhe  suspension  of  the  Bank  of  England, 
there  was  no  diminution  of  the  National  debt  of  Great 
Britain,  and  resumption  took  place  just  as  soon  as  the  wasted 
energies  of  the  country  were  partially  restored.  Even  the 
failure  in  the  first  attempt  to  resume,  showed  how  important 
resumption  was  considered  by  an  intelligent  Government. 
And  I would  here  remark  that  it  was  not  until  after  it  had 
taken  place  that  Great  Britain  fairly  entered  upon  that 
career  of  prosperity  which  has  caused  her  to  be  foremost 
among  the  nations  in  wealth  and  power. 

The  present  is  in  many  respects  a favorable  time  for  re- 
sumption. Some  years  ago  there  might  have  been  ground 
for  apprehension  that  there  would  be  a drain  of  specie  from 
the  United  States  by  a return  of  our  securities  from  Europe, 
as  a consequence  of  the  restoration  of  the  specie  standard ; 
but  there  is  now,  and  there  need  be  in  the  future,  no 
danger  in  this  direction.  There  is  in  the  leading  commercial 
nations  of  Europe,  a plethora  of  specie  and  a dearth  of  sol- 
vent securities.  There  is  a constantly  increasing  demand  for 
our  Government  bonds,  and  a fair  demand  for  the  bonds  of 
our  great  railway  companies.  The  demand  for  the  latter 
would  be  largely  increased  if  investors  were  satisfied  of  their 
solvency.  There  is,  I say  again,  no  danger  of  a return  of 
our  securities  as  a consequence  of  resumption.  On  the  con- 
trary, such  an  evidence  as  this  would  be  of  our  good  faith 
and  ability,  would  cause  them  to  be  held  more  firmly. 
European  investors  are  more  careful  than  they  used  to  be. 
The  immense  losses  they  have  recently  sustained  by  loans  to 
nations  that  could  only  pay  so  long  as  they  were  able  to 
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borrow,  and  to  companies  whose  claim  to  confidence  was 
found  to  exist  only  in  the  glowing  terms  of  their  pros- 
pectuses, have  made  them  wary.  There  is  to-day  a better 
demand  for  our  solvent  securities  than  there  ever  has  been, 
and  this  demand  is  likely  to  increase  rather  than  to  diminish. 
The  fact,  then,  that  our  securities  are  largely  held  on  the 
other  side  of  the  Atlantic  should  not  be  regarded  as  an  ob- 
stacle to  the  restoration  of  the  true  measure  of  value.  The 
plentifulness  of  specie  in  Europe,  the  foreign  demand  for  our 
securities,  the  very  favorable  condition  of  our  export  and  im- 
port trade,  the  low  prices  of  property  of  all  descriptions,  so 
low  as  to  render  a further  decline  quite  impossible,  the  relief 
from  political  excitement  soon  to  be  experienced  by  the  elec- 
tion of  a new  President,  the  hopeful  spirit  which  is  beginning 
to  manifest  itself  in  regard  to  the  future — all  these  indicate 
that  the  time  is  at  hand  for  clearing  the  way  of  all  obstruc- 
tions and  letting  the  country  move  on  towards  its  former 
prosperity. 

Although  I have  already  claimed  too  much  of  your  indul- 
gence, I must  ask  it  still  further  while  I say  a few  words  on 
another,  although  somewhat  similar,  subject.  A commission 
has  been  appointed  by  Congress  to  investigate  the  silver 
question.  I would  not,  therefore,  if  I had  the  time,  undertake 
to  discuss  it  here.  This  much,  however,  I may  perhaps  be 
permitted  to  say.  The  double  standard  has  not  been  found 
to  work  well  in  other  countries,  and  it  ought  not  to  be  in- 
consistent with  proper  self-respect  on  our  part,  for  us  to 
profit  by  their  experience.  Silver  has  been,  or  is  being,  de- 
monetized by  the  leading  powers  of  Europe,  except  as  a sub- 
sidiary currency.  The  double  standard  exists,  it  is  true  in 
France,  but  there,  even,  it  exists  rather  in  name  than  in  fact. 
France  pays  the  interest  on  her  debt  in  gold  ; if  she  should 
claim  and  exercise  the  right  of  paying  it  in  silver  at  existing 
rates,  she  would  become  a reproach  among  her  sister  nations, 
and  sacrifice  for  naught  the  advantages  she  possesses  by 
having  maintained  her  high  credit  under  the  most  trying  cir- 
cumstances. Silver,  according  to  the  legal  standard,  could 
undoubtedly  be  tendered  in  payment  of  a debt  contracted 
and  payable  in  France,  but  a debtor  who  should  avail  himself 
in  this  manner  of  his  legal  rights,  would  find  it  difficult 
to  borrow  again. 

A depositor  of  silver  in  the  Bank  of  France  receives  a 
credit  for  silver,  and  his  check  is  paid  in  the  same  currency. 
The  Bank  of  France  is  embarrassed  by  the  ^130,000,000  of 
silver  ( I speak  of  course  of  equivalents ) m her  vaults, 
although  she  holds  nearly  ^300,000,000  of  gold  besides,  and 
this  is  undoubtedly  why  she  does  not  resume  the  payment  of 
her  notes,  although  they  circulated  freely  at  par.  When  the 
present  glut  of  silver  is  over,  France  will  doubtless  adopt  the 
single  standard. 
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The  existing  depreciation  of  silver  is  attributable  not  to 
the  increased  production  of  the  silver  mines,  which,  by  the 
way,  has  been  greatly  exaggerated,  but  by  the  adoption  of 
the  gold  standard  by  Germany.  During  eight  months  of  the 
present  year,  Germany  has  sent  to  England  alone,  over 
$12,000,000  in  silver,  the  main  outlet  for  which  has  been 
India.  Bismarck,  the  ablest  statesmen  of  this  age,  and  as  far 
as  I know  of  any  other,  after  he  had  completed  his  great 
work  of  consolidating  in  a single  empire  the  various  German 
States,  went  to  work,  with  that  iron  resolution  and  far-seeing 
sagacity,  for  which  he  is  so  greatly  distinguished,  to  rectify 
and  improve  its  finances.  He  perceived  that  Great  Britain 
had  derived  very  decided  advantages  in  her  trade  and  inter- 
course with  other  nations,  by  having  adopted,  near  the  com- 
mencement of  the  present  century,  a single,  and,  if  I may  be 
permitted  to  coin  a word,  an  unfluctuating  standard  ; that  it 
was  the  maintenance  of  the  sovereign,  as  her  unchanging 
measure  of  value  which  had  tended  to  give  her  the  prece- 
dence she  had  among  the  nations,  and  to  make  London  the 
clearing  house  of  the  world — and  so,  fully  understanding  the 
cost  of  the  substitution,  but  looking  for  compensation  in 
future  results,  he  determined  to  substitute  throughout  the 
great  German  Empire,  gold  for  silver  as  the  standard  cur- 
rency. In  this  free  country  of  ours,  we  are  apt  to  attribute 
to  improper  influences,  opinions  and  acts  which  do  not  meet 
with  our  approval.  There  are  many  amongst  us  who  suppose 
that  what,  in  their  judgment,  are  en*ors,  if  not  heresies  in 
finance  and  political  economy,  are  here  propagated  by  British 
gold.  Now,  let  me  say  that  there  is  no  man  in  the  world 
who  clings  more  tenaciously  to  hfe  gold  than  the  genuine 
Britisher,  of  whom  the  British  Government  is  a type.  He 
may,  under  the  impression  that  his  services  will  be  more 
valuable  to  his  country  at  home  than  in  the  field,  (nobody 
doubts  his  courage,)  subsidize  foreigners  to  fight  his  battles 
for  him,  but  he  is  the  last  man  to  part  with  his  money  to 
subsidize  opinion.  But  admitting,  what  I am  unwilling  to 
admit,  that  we  money-loving  and  money-worshiping  Amer- 
icans, if  not  exactly  purchasable,  do  find  it  difficult  to  resist 
the  persuasive  and  subduing  influences  of  British  gold,  it  is 
not  supposable  that  the  great  German  statesman  has  been 
subject  to  such  influences,  inasmuch  as  the  demonetization  of 
silver  by  Germany,  has  greatly  disturbed  the  business  of 
Great  Britain  and  very  seriously  diminished  her  Indian 
revenues.  She  has  lost  immensely  without  any  prospective 
advantages,  while  her  neighbor  anticipates  great  future  bene- 
fits from  the  policy  she  has  adopted.  There  are,  gentlemen, 
certain  laws  governing  business  and  international  intercourses, 
that  no  nation  can  successfully  contend  against,  and  it  is 
the  wise  nation  that  readily  conforms  to  them.  The  law  that 
makes  gold  and  silver  the  measure  of  values — the  latter  sub- 
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sidiary  to  the  former — is  one  of  them,  each  having  its  own 
offices  to  perform.  Gold  is  as  unfit  for  small  transactions  as 
silver  is  for  large  ones.  The  gold  dollar  which  was  tried 
some  years  ago  was  a failure  ; the  quarter  eagle  even  is  so 
small  as  to  be  inconvenient.  In  the  very  nature  of  things, 
the  two  metals,  so  different  in  character,  cannot  through 
long  periods,  possess  the  same  relative  value,  and  every 
citizen  of  the  United  States  has  a personal  interest  in  the 
maintenance  of  a single  unvarying  standard.  The  sovereign 
is  the  English  standard,  the  eagle  ours,  and  we  shall  commit 
a fatal  blunder  if  we  adopt  another  in  its  stead.  The 
present  depression  in  the  market  value  of  silver  is  likely  to 
be  but  temporary.  The  cause  which  has  produced  it  will 
soon  cease  to  exist.  It  is  not,  as  I have  said,  attributable  to 
the  large  yield  of  the  silver  mines,  but  to  the  demonetiza- 
tion of  silver  by  Germany,  followed  as  her  example  has  been 
by  smaller  European  States.  The  sales  by  these  nations, 
chiefly  by  Germany,  has  caused  the  supply  of  silver  to  exceed 
the  demand  for  it,  and  the  pric^  has  declined  accordingly. 
This  source  of  supply  will  soon  be  stopped,  while  the  demand 
will  be  increased.  Trade  in  India  and  China  has  been  ex- 
ceedingly dull  for  the  two  or  three  last  years,  but  there  are 
indications  of  a revival,  and  this  revival  will  create  a greater 
demand  for  this  metal  for  remittances  to  those  populous 
countries.  Silver  has  always  been,  and  will  doubtless  con- 
tinue to  be,  the  coinage  of  Oriental  nations.  It  is  not  only 
used  there  as  currency,  but  very  largely  for  ornaments,  and 
to  some  extent  in  manufactures.  From  time  immemorial 
they  have  been  the  great  absorbents  of  silver.  Indeed,  the 
question,  What  has  become  of  the  silver  which  has  been  for 
centuries  flowing  into  India  and  China  ? has  never  been  sat- 
isfactorily answered.  Gold  is  not  used  there  as  a currency, 
because  the  people  are  so  poor  that  not  one  in  a hundred  is 
rich  enough  to  be  the  owner  of  a sovereign.  A demand  for  it 
will  also  soon  spring  up  in  other  quarters.  It  may  soon  take 
the  place  of  the  paper  now  in  use  in  some  European  States. 
Italy,  for  instance,  which  is  rapidly  improving  in  her  finan- 
cial condition,  will  require  many  millions  to  take  the  place 
of  her  fractional  currency,  when  her  banks  resume  specie 
payments.  Some  fifty  millions  more  than  are  now  authorized 
by  law,  will  be  needed  in  the  United  States  within  the  next 
ten  years.  Silver  has  been  frequently  at  a premium  over 
gold.  It  has  been  only  some  twenty  years  (I  am  not  partic- 
ular as  to  dates),  since  the  demand  for  it  for  exportation  was 
so  great  that  additional  alloy  was  authorized,  and  we  had, 
until  the  legal-tender  notes  drove  it  away,  a silver  currency 
worth  ninety-three  cents  on  the  dollar,  which  was  a legal 
tender  to  the  amount  of  five  dollars.  The  capital  of  the 
State  Bank  of  Indiana,  with  which  institution  I had  the  good 
fortune  to  be  connected  for  over  twenty  years,  was  paid 
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in  Spanish  and  Mexican  dollars,  a large  part  of  which  was 
sold  at  a premium.  If  I was  a little  younger  than  I am,  I 
should  expect  to  see  silver  at  a premium  again.  There  are 
some  who  talk  about  the  payment  of  the  National  debt  in 
silver.  Why,  gentlemen,  if  our  silver  mines  were  worked 
with  the  utmost  vigor,  and  they  should  prove  to  be  as  inex- 
haustible as  many  suppose  them  to  be,  they  would  not  pro- 
duce silver  enough  to  pay  the  interest  of  the  debt,  to  say 
nothing  of  the  principal.  A contract  with  the  holders  of  the 
United  States  bonds,  to  pay  them  in  silver  instead  of  gold, 
might  prove  to  be  a bad  one  for  the  Government.  You  un- 
derstand, gentlemen,  and  allow  me  to  say  that  it  is  your 
duty  to  impress  this  important  fact  upon  those  who  look  to 
you  for  advice,  that  the  way  to  lessen  the  burden  of  our 
National  debt,  is  not  by  discussing  in  which  currency  it  may 
be  legally  paid,  but  by  adhering  to  the  spirit  of  the  contract, 
and  elevating,  by  doing  so,  the  public  credit,  so  that  the  in- 
terest may  be  rapidly  reduced.  The  debt  of  Great  Britain, 
twice  as  large  as  that  of  the  United  States,  is  scarcely  more 
burdensome,  by  reason  of  the  low  rate  of  interest  it  bears. 

In  returning  to  the  United  States  after,  with  two  intervals, 
an  absence  of  some  six  years,  I perceive  everywhere  evidences 
of  the  misfortunes  which  have  befallen  the  country,  but  I see 
also  indications  of  returning  prosperity.  New  life  begins  to 
show  itself  in  our  cotton  and  woolen  factories — fires  begin 
to  glow  again  in  our  long-slumbering  iron  founderies — trade 
is  improving  in  our  commercial  cities,  and  hopefulness  is 
succeeding  despondency.  All  that  is  now  needed  is  judicious 
revenue  laws — a return  to  specie — the  exercise  of  the  indus- 
try which  is  natural  to  our  people,  and  the  practice  of  econ- 
omy, which  is  not — and  may  I not  add,  reform  in  our  civil 
service  ? — for  no  free  government  can  long  endure  the  strain 
of  a policy  which  makes  public  offices  spoils,  and  the  tenure 
of  office  dependent  not  upon  ability  and  integrity,  but  upon 
party  subserviency — to  make  the  people  of  the  United  States 
what  I am  sure  they  are  destined  to  be,  the  most  prosperous, 
as  well  as  the  freest,  people  upon  the  earth.  If  I needed 
anything,  which  I do  not,  to  make  me  proud  of  my  country 
on  my  return  from  abroad,  it  would  be  the  energy,  the  lib- 
erality, and  the  taste  displayed  by  my  countrymen  in  the 
buildings  erected  for  this,  the  most  complete  and  extensive 
of  international  exhibitions,  and  for  the  variety  and  value  of 
their  contributions  to  it  ; and  is  it  not  an  evidence  of  the 
progress  of  true  civilization  and  of  international  comity,  and 
of  good  will  and  sympathy  between  nation  and  nation,  that 
the  monarchies  of  Europe  have  been  most  liberal  contributors 
to  an  exhibition  which  not  only  literally  brings  the  ends  of 
the  earth  into  friendly  rivalry,  but  commemorates  also,  the 
greatest  event  in  history — the  birth  on  the  grandest  scale,  of 
republican  institutions — the  germ  of  a Government  now  only 
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in  the  hundredth  year  of  its  existence,  and  yet  controlling  the 
best  part  of  a continent  and.  protecting  40,000,000  of  people 
in  the  enjoyment  of  life,  liberty,  and  the  pursuit  of  happi> 
ness  ? 

Even  at  the  risk  of  wearying  you,  I must  say  a few  words 
upon  Banks  and  Banking.  Banks  are  a part  of  the  machin> 
ery  by  which  business  is  carried  on  in  trading  and  commer- 
cial nations,  and  there  is  no  part  of  this  machinery  which 
contributes  more  to  national  development  and  growth  than 
they  do,  when  under  judicious  management ; and  while  each 
nation  adopts,  or  aims  to  adopt,  the  system  of  banking  best 
adapted  to  its  peculiar  circumstances  and  political  institu- 
tions, it  happens,  of  course,  that  many  experiments  have  to 
be  tried,  before  a satisfactory  one  is  discovered. 

Our  first  experiment  of  a national  character  was  a United 
States  Bank,  similar  in  many  respects  to  the  Bank  of  England 
and  the  Bank  of  France.  It  was  the  financial  agent  of  the 
Government,  and  while  it  did  not  occupy  or  attempt  to  oc- 
cupy the  entire  field,  even  in  respect  to  circulating  notes,  it 
exercised  a controlling  and  a healthful  influence  over  the 
banks  of  issue  chartered  by  the  States.  It  answered  for  many 
years  an  excellent  purpose,  but  the  people  became  jealous, 
not  only  of  the  monetary  power  which  it  possessed,  but  also 
of  the  political  power  which  it  was  accused  of  endeavoring  to 
wield,  and  it  received  just  before  the  expiration  of  its  second 
charter  a fatal  blow  from  the  hands  of  President  Jackson, 
who  removed  from  it  the  Government  deposits.  Failing  to 
obtain  from  Congress  a further  extension  of  its  franchises,  it 
received  a charter  from  the  State  of  Pennsylvania.  But  it 
had  lost  its  national  character,  and  in  a few  short  years  it 
was  ruined  by  the  unwise  endeavor  of  its  managers  to  con- 
trol the  trade  of  a great  country  in  some  o(  its  heaviest  and 
most  important  branches.  In  anticipation  of  the  expiration 
of  the  charter  of  the  United  States  Bank,  many  banking  in- 
stitutions were  chartered  by  the  States,  some  of  which,  known 
at  the  time  as  “pet  banks,”  became  the  depositaries  of  the 
public  moneys.  It  soon  became  apparent,  however,  that  these 
banks  were  likely  ta  become  unsafe  government  depositaries, 
and  all  connection  of  the  Government  with  the  banks  was 
terminated  by  the  Sub-Treasury  Act,  under  which  the  public 
revenues  were  collected  in  coin  and  deposited  in  the  Treas- 
ury. From  the  time  of  the  expiration  of  the  charter  of  the 
United  States  Bank  up  to  1861,  the  State  banks  furnished 
the  country  with  its  paper  circulation,  and  to  a great  extent 
controlled  its  business.  It  is  not  necessary  for  me  to  dwell 
upon  the  defects  of  the  State  Bank  systems,  or  the  character 
of  a considerable  part  of  the  notes  which  the  people  were 
compelled  to  receive  and  treat  as  money.  There  were  scarcely 
two  States  in  the  Union  whose  systems  were  alike.  In  some 
States  banks  were  chartered  with  proper  restrictions  upon 


Digitized  by  LjOOqIc 


390 


THE  banker’s  magazine. 


f November, 


their  discounts  and  their  circulations ; in  others  without  any 
such  restrictions.  In  some  there  was  individual  liability,  and 
in  others  no  such  liability  whatever — not  even  in  cases  of 
gross  mismanagement.  In  some  States  the  circulation  of  the 
banks  was  secured,  partially,  at  least,  by  mortgages  and 
bonds ; in  others  there  was  no  security  except  the  capital, 
which  was  frequently  a myth.  In  some  States  banking  was 
a monopoly ; in  others  it  enjoyed  the  largest  liberty.  The 
consequence  was  that  we  had  a bank-note  circulation  fre- 
quently worthless,  and,  when  solvent,  lacking  that  uniform 
value  which  was  needed  in  business  transactions  between  the 
citizens  of  the  different  States.  It  is  enough  to  say  that  the 
circulation  of  the  State  banks  was  entirely  unfitted  for  a 
country  like  ours,  that  by  it  the  people  were  subjected  to 
enormous  losses,  not  only  in  the  way  of  exchanges,  but  in 
the  inability  of  a great  many  of  the  banks  to  redeem  their 
notes.  It  required  a young  and  vigorous  and  productive 
country  like  ours  to  prosper  under  the  banking  systems  which 
were  superseded  by  the  national  banking  system.  As  far  as 
circulating  notes  are  regarded,  this  system  meets  the  wants 
of  the  people,  and  the  provisions  of  the  Bank  Act,  when 
efficiently  enforced,  give,  perhaps,  to  the  depositors  all  the 
protection  that  can  be  extended  to  them  by  law.  As  I have 
said  before,  the  act  may  need  amendment,  but  the  system 
is  a good  one.  If  there  be  a better,  I should  not  know  where 
to  go  to  find  it.  Banks  of  issue  have  been  found  indispens- 
able in  all  trading  and  commercial  communities,  and  unless 
madness  rules  the  hour  the  present  system,  however  bitterly 
it  may  be  assailed,  will  not  be  destroyed  by  the  people  of 
the  United  States  until,  at  least,  a better  one  has  been  de- 
vised to  take  its  place. 

Banking,  when  intelligently  and  honestly  conducted,  is  an 
honorable  business.  When  so  conducted,  it  yields  a fair  re- 
turn on  the  capital  invested,  and  adds  to  the  general  pros- 
perity. Upon  bank  management  I hardly  feel  at  liberty  to 
say  anything  to  gentlemen  so  experienced  and  enlightened 
as  those  I have  the  honor  of  addressing,  and  yet  it  may  not 
be  improper  for  me,  an  old  banker,  to  suggest,  for  the  benefit 
of  those  of  less  experience,  that  there  are  certain  rules  and 
principles,  the  observance  of  which  is  necessary  for  the  success 
of  banking  institutions,  and  for  the  fulfillment  of  the  duty 
which  their  managers  owe  to  the  public.  I will  briefly 
enumerate  them. 

First.  The  capital  of  banks  should  be  real,  not  fictitious. 

Second.  The  managers  should  not  be  borrowers,  nor  should 
loans  be  made  to  stockholders  merely  because  they  are  stock- 
holders. 

Third.  A certain  amount  of  the  annual  profits  should  be 
carried  to  the  surplus  fund — the  larger  the  surplus  the 
better — not  only  for  the  safety  of  the  stockholders,  liable  as 
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they  are,  under  the  Bank  Act,  for  an  amount  equal  to  their 
shares,  but  for  the  protection  of  depositors. 

Fourth.  Banks  should  be  kept  strong  in  their  cash  reserves, 
as  times  frequently  occur  when  the  strongest  stand  in  need 
of  them.  Nothing  in  the  long  run  pays  better  than  a 
“ goodly  ” amount  of  idle  money,  especially  when  specie  is 
the  only  legal  money. 

Fifth.  As  banks  are  commercial  institutions,  created  for 
commercial  purposes,  preference  in  discounts  should  always 
be  given  to  paper  based  upon  actual  commercial  transactions. 
Banks  are  not  loan  offices.  It  is  no  part  of  their  business  to 
furnish  their  customers  with  capital,  nor  should  loans  be 
made  under  any  circumstances  for  operations  in  stocks,  or 
to  furnish  facilities  in  stock  operations. 

Sixth.  Renewals  should  only  be  permitted  to  secure  doubt- 
ful debts,  or  in  cases  in  which  more  time  is  required  than 
was  anticipated  when  the  loans  were  made  to  complete  the 
transactions  upon  which  they  were  based. 

Seventh.  Such  salaries  should  be  paid  to  officers  and  clerks 
as  will  relieve  them  from  the  temptation  to  dishonest  prac- 
tices— the  services  of  those  whose  expenditures  exceed  their 
incomes  should  be  promptly  dispensed  with. 

Eighth.  Bank  managers  should  bear  in  mind  that  they  are 
not  only  trustees  of  stockholders,  but  that  they  owe  some- 
thing to  the  public — that  their  whole  duty  is  not  performed 
when  good  profits  are  made  and  solvency  secured,  but  that 
they  should  do  all  in  their  power  to  encourage  morality  in 
business  and  elevate  credit,  especially  commercial  credit,  to 
the  highest  standard. 

Accept  my  thanks  for  the  patience  with  which  you  have 
listened  to  this  long  and  hastily  prepared  address  (it  would 
have  been  shorter  if  I Lad  had  more  time  to  prepare  it), 
and  the  expression  of  my  regret  that  I could  not  make  a 
better  return  for  the  honor  conferred  upon  me  by  your  chair- 
man in  inviting  me  to  address  you. 


Raised  Notes. — The  Massachusetts  Supreme  Court  decides  that  a bonk  dis- 
counting a raised  note  cannot  recover  even  the  original  amount  of  the  note  from 
a defendant  who  indorsed  it  (for  accommodation  of  the  maker,)  prior  to  the  al- 
teration. The  ground  is,  tlmt  the  defendant  never  made  the  note  for  the 
greater  sum,  which  was  the  only  one  that  the  plaintiff  accepted.”  The  note  in 
question  was  made  for  $500  by  the  notorious  Lucius  W.  Pond,  of  Worcester, 
who,  after  obtaining  the  defendant’s  indorsement,  fraudulently  altered  the 
amount  to  $ 2,000,  and  got  it  discounted  by  the  Citizens’  National  Bank.  The 
plaintiff  bank,  after  the  maturity  of  the  note,  applied  to  the  writing  a solution 
of  nutgalls,  which  disclosed  the  change  from  $ 500  to  $ 2,00a  The  defendant 
was  present  and  did  not  object  when  the  test  was  applied.  Demand  and  pro- 
tests were  made  on  the  note  as  for  $ 500,  and  also  for  2,000,  and  the  defend- 
ant was  notified  as  indorser  by  two  notices,  each  treating  the  note  as  for  one 
of  these  sums. 
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SILVER  DOLLARS  IN  PLACE  OF  SMALL  NOTES. 

The  manifest  improvement  in  the  currency  caused  by  the 
substitution  of  silver  for  fractional  notes  suggests  the  inquiry 
whether  an  additional  advantage  might  not  be  derived  by 
going  a step  farther  and  substituting  silver  dollars  for  small 
notes  of  one,  two,  and  perhaps  five,  dollars.  Many  of  the 
reasons  in  favor  of  the  former  measure  may  be  urged  in  favor 
of  the  latter.  The  principal  of  these  is  the  short-lived  char- 
acter of  small  notes,  which  makes  frequent  renewals  necessary 
to  keep  them  in  a satisfactory  condition  for  use.  Senator 
Sherman  states  that  the  cost  of  the  fractional  currency  is 
per  cent,  of  the  amount  issued,  while  the  average  life  of 
these  notes  is  but  one  year.  The  one  and  two  dollar  notes 
last  somewhat  longer  than  this,  but  they  become  worn  and 
defaced  much  more  quickly  than  notes  of  larger  denomina- 
tions. The  following  figures,  from  the  Finance  Report  and 
that  of  the  Comptroller  of  the  Currency  for  1875,  give  some 
idea  of  the  frequency  with  which  small  notes  have  to  be  re- 
newed. 


Legal-Tender  Notes  to  June  30,  1875. 


Issued. 

Redeemed. 

Outstand- 

ing. 

Redemp- 
tions in 
year  ending 
yune  30,1875. 
Millions. 

Net  am*t 
outstanding 
June  30, 
1874. 

Time  needed 

to  redeem 
am*tincirc'n 
June  30,  1874, 

D<  nomination . 

Millions. 

Millions. 

Millions. 

Millions. 

at  same  rate. 

One  dollar 

$84.5* 

IS7.IO 

1*7-4* 

. $ 12.78 

$*5-57 

28.12 

. 2 years. 

. 2.2  “ 

Two  dollars... 

91.29 

64-95 

*6.34 

12.71 

Five  “ ... 

151.46 

. 106.61 

44.85 

12.62 

50.54 

. 4.0  ‘ 

Ten 

197.19 

. 124.04 

73.15 

. 17.13 

76.72 

. 4.5  ‘‘ 

Twenty  “ ... 

170.94 

. 103.56 

67.38 

. 15  24 

72.46 

. 4.7  “ 

Fifty 

68.38 

• 3712 

31.26 

. 7.10 

29.40 

. 4.1  “ 

One  hand.  “ ... 

76.90 

. 45.68 

31-22 

. 6.62 

34-55 

. 5-2  “ 

Five  “ “ ...’ 

I3>-63 

. 100.93 

30.70 

5.46 

8.21 

* * “ 

One  thous.  “ ... 

*30.9* 

. 186.48 

44-44 

20.48 

57.42 

. 2.8  “ 

National  Bank  Notes  to  November  i,  1875. 


Issued. 

Redeemed. 

Outstand- 

Mi^ons. 

Redemp-  Net  am' t 

tions  in  in  circula- 

year  ending  tion  Nov.  i. 
Nov.  I,  1875.  1874- 

Time  needed 
to  redeem 
am't  incirc'n 
Nov.  I,  1874, 

Denomination . 

Millions. 

Afillionz. 

Millions. 

Millions. 

at  same  rate. 

One  dollar 

. $ 18  OS 
. 12.08 

. $ 14.09 

13-95 

• #*-95  - 

I5  40 

. 1.8  years. 

Two  dollars.. 

- 9-63 

. 2.45 

. 2 12  . 

3-57 

. 17  “ 

Five 

. 235.27 

. 124.63 

. 110.64 

. 59.42  . 

131.01 

. 2.2  “ 

Ten 

. 174.10 

. 76.08 

98.02 

36.96  . 

94-24 

. 2.5  “ 

Twenty  “ .. 

. 105.92 

. 40.09 

- 65.83 

20.66  . 

59-81 

.2.9  “ 

Fifty  “ . . 

. 4421 

. 19.05 

- *5- 16 

. 7.47  . 

21.77 

. 2.9  “ 

One  hand.  “ .. 

. 64.58 

. 29.94 

- 3464 

10  28  . 

29.59 

. 2.9  “ 

Five  “ “ .. 

• 9.24 

. 7.24 

2.00 

1.40  . 

2.83 

.20  “ 

One  thous.  “ .. 

. 5.53 

. 5.05 

- .48 

.36  . 

.56 

. 1.5  “ 
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The  rate  of  redemption  of  National  bank  notes  for  1875 
appears  to  be  more  rapid  than  that  of  legal-tender  notes, 
partly  because  the  latter,  being  used  to  a great  extent  as  a 
bank  reserve,  are  not  subjected  to  such  constant  wear,  and 
partly  because  the  redemption  of  the  former  was  so  long 
neglected  that  it  proceeds  more  rapidly  than  it  is  likely  to 
after  the  bank  notes  are  restored  to  a better  condition.  Mak- 
ing allowance  for  this  temporary  acceleration,  the  ordinary 
life  of  the  one  and  two  dollar  notes  is  only  about  two  years ; 
that  of  the  five  dollar  notes  four  years  or  less ; and  that  of 
the  ten,  twenty,  fifty,  and  one  hundred  dollar  notes  from  four 
to  a little  over  five  years.  Notes  of  the  highest  denomina- 
tions, those  of  five  hundred  and  one  thousand  dollars,  seem 
to  be  about  as  short-lived  as  the  smallest  notes,  showing 
how  curiously  the  extremes  meet.  Even  with  these  frequent 
renewals  notes  of  one  and  two  dollars  that  are  neither  de- 
faced nor  torn  are  quite  scarce. 

The  fact  that  the  small  notes  become  so  rapidly  worn,  de- 
faced, and  unfit  for  circulation,  is  a serious  objection  to  their 
use.  A coin  of  the  size  of  the  silver  dollar  would  be  subject 
to  comparatively  little  abrasion,  and  would  not  probably  be- 
come so  worn  as  to  be  unfit  for  circulation  for  twenty-five  or 
thirty  years.  In  this  respect  it  possesses  a marked  superiority 
over  the  gold  dollar.  By  suppressing  notes  of  one  and  two 
dollars,  and  substituting  the  silver  dollar  in  their  place,  all 
the  trouble  of  constantly  renewing  the  small  bills  would  be 
avoided,  while  the  monetary  circulation  of  the  country,  below 
the  denomination  of  five  dollars,  would  be  kept  in  a much 
better  condition.  In  point  of  convenience,  silver  dollars  are 
in  every  respect,  except  weight  and  bulk,  superior  to  small 
notes.  They  are  far  more  readily  handled.  It  is  possible, 
( as  it  is  not  with  a roll  of  bills,)  to  take  one  or  more  from 
the  pocket-book  without  disturbing  the  rest.  If  one  drops, 
its  clear  metallic  ring  immediately  apprises  the  owner  of  his 
loss.  The  quantity  which  any  one  person  would  have  on 
hand  would  be  too  small  to  make  their  weight  and  bulk  pro- 
ductive of  material  inconvenience.  The  total  amount  of  one 
and  two  dollar  notes  to  be  supplanted  is  only  about 
$60,000,000,  being  about  $1.30  to  each  inhabitant,  or  $6.50 
to  each  family.  It  is  probable  that  $2.50  to  each  inhabitant 
would  suffice  both  for  the  silver  dollars  and  fractional  cur- 
rency, giving  the  country  a silver  metallic  circulation  of 
about  $125,000,000  at  the  date  of  resumption  in  1879. 

Such  a measure  as  this  would  not  only  utilize  our  silver 
product  and  steady  the  price  of  silver,  but  materially  assist 
in  effecting  the  resumption  of  specie  whatever  standard  may 
be  ultimately  adopted.  If  the  present  gold  standard  is  re- 
tained, the  amount  of  gold  reserve  to  be  accumulated  will 
be  diminished,  and  the  task  made  to  that  extent  the  easier. 
In  any  event,  the  silver  accumulated  to  take  the  place  of 
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small  notes,  will  be  a substantial  contribution  to  the  metallic 
reserve  required.  After  resumption  is  effected,  there  would  be 
a substantial  stock  of  coin  in  the  hands  of  the  people,  which 
is  not  so  likely  to  be  the  case  while  small  notes  are  tolerated. 
With  silver  for  the  smaller  transactions  and  gold  and  notes 
for  the  larger,  the  currency  would  possess  nearly  every  requi- 
site for  convenience ; but  even  if  silver  were  to  be  remone- 
tized, the  proposed  change  would  still  be  not  the  less  desira- 
ble. If  the  gold  standard  is  retained,  it  would  be  desirable 
to  make  silver  dollars  a legal  tender  for  as  much  as  ten  or 
twenty  dollars.  In  Great  Britain  the  silver  token  coinage  is 
a legal  tender  for  forty  shillings,  about  ten  dollars,  in  one 
payment,  and  it  would  seem  that  silver  coins  of  full  standard 
weight  ought  to  be  at  least  equally  favored.  It  would  also 
be  desirable  to  discontinue  the  coinage  of  the  gold  dollar, 
which  is  too  small  for  convenience  and  suffers  greatly  by 
abrasion,  because  its  surface  exposed  to  wear,  is  so  large  in 
proportion  to  its  weight.  With  the  silver  dollar  restored  to 
use  there  need  and  should  be  no  gold  coin  of  a lower  de- 
nomination than  the  quarter  eagle.  d.  p.  b. 


o 


THE  AMERICAN  BANKERS’  ASSOCIATION. 

Pursuant  to  the  call  which  was  published  in  the  September  number  of  the 
Banker’s  Magazine,  a mass  convention  of  bank  officers  and  bankers  held  its 
first  meeting  on  October  3d,  at  Judges  Hall,  Centennial  Grounds,  Philadelphia. 
The  convention  was  called  to  order  by  Mr.  Charles  B.  Hall,  of  l^ston,  tempo- 
rary chairman,  in  so  doing,  said  that  the  present  convention  was  an  ad- 
journed one  from  that  held  at  Saratoga  in  the  summer  of  1875.  At  that  con- 
vention, resolutions  were  passed  favoring  an  early  return  to  specie  payments, 
touching  the  taxation  of  banks,  and  relating  to  the  abolition  of  the  two-cent 
stamp  tax  on  checks.  Since  that  convention  Adjourned,  some  measures  had 
been  taken  in  relation  to  the  taxation  of  banks.  An  executive  committee  had, 
in  April  last,  an  interview  with  the  Ways  and  Means  Committee  of  the  House 
of  Representatives.  Mr.  Hall  stated  that  no  action  had  been  taken  by  Congress, 
but  none  had  been  expected,  the  last  session  being  one  held  for  political  pur- 
poses, and  not  for  legislation  beneficial  to  the  people  or  for  the  relief  of  busi- 
ness, Mr.  Hall  closed  by  saying  that  ha  hoped  the  present  convention  vmuld 
reaffirm  the  resolutions  passed  at  Saratoga,  and  especially  demand  the  abolition 
of  the  tax  on  deposits  and  capital,  leaving  that  on  circulation.  To  show  how 
necessary  such  legislation  is,  he  said  that  in  April  last,  two  hundred  national 
banks  had  already  wound  up  their  affairs,  and  four  hundred  others  had  surren- 
dered their  circuktion,  many  of  them  preparatory  to  closing  up  their  accounts, 
this  being  chiefly  caused  by  the  heavy  taxes  imposed  upon  banks. 

Mr.  James  Buell,  President  of  the  Importers  and  Traders’  National  Bank 
of  New  York,  then  addressed  the  convention  as  chairman  of  the  committee  ap- 
pointed at  the  Saratoga  convention.  He  presented  a form  of  constitution  and 
by-laws  for  the  permanent  organization  of  the  American  Bankers’  Association. 
In  the  course  of  remarks  on  presenting  the  document  he  said : 

**  It  is  hoped  and  believed  that  this  permanent  organization  of  the  banking 
interest  may  be  productive  of  much  go^,  not  only  in  a business  and  socisd 
point  of  view,  but  by  exciting  among  our  fraternity  such  an  esprii  de  corps  as  is 
gained  for  other  great  interests  by  association  and  periodical  conventions.  The 
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banks  and  bankers,  although  representing  one  of  the  very  largest  interests  in 
this  country,  have  hitherto  had  no  general  organization,  no  general  conventions 
in  which  to  discuss  subjects  which  relate  to  their  interest  or  guild  and  are  of 
common  benefit  to  the  public  at  large.  Such  conventions  and  discussions  will, 
if  not  conducted  on  a basis  of  narrow  class  interests,  tend  to  broaden  and  en- 
lighten the  views  of  ourselves  and  of  the  community.  We  shall  learn  to  recog- 
nize more  distinctly  that  the  prosperity  of  one  is  dependent  on  the  prosperity  of 
the  other.  Free  banking  removes  all  features  of  monopoly  from  our  financial 
system,  and  it  should  be  followed  by  the  removal  of  all  features  of  oppression, 
such  at  least  as  the  invidious  taxation  with  which  we  are  now  burdened — the 
war  tax  which  has  been  taken  off  from  all  other  individual  and  corporate  in- 
terests except  ours 

“The  necessity  for  relief  is  now  upon  us.  We  must  get  out  of  the  business. 
We  cannot  continue  to  pay  for  State  and  National  taxes,  especially  in  times 
likes  these,  from  seven  to  ten  per  cent,  per  annum  upon  capital,  as  the  sliding 
scale  of  taxation  adopted  by  the  Government  now  obliges  many  of  us  to  da 
Let  the  public  once  be  made  aware  that  all  the  taxes  levied  upon  our  banks  in 
excess  ot  those  charged  upon  other  interests,  must  of  necessity  be  again  levied 
upon  the  persons  who  do  business  with  the  banks,  that  is,  upon  the  borrower, 
and  he  in  his  turn  must  levy  it  upon  the  producers,  that  is,  upon  the  laboring 
and  poorer  classes.  Were  these  facts  recognised,  the  people  would  soon  demand 
equal  taxation  for  all. 

“The  banks  are  an  important  part  of  the  machinery  of  commerce.  They  per- 
form the  counting-house  work.  They  make  the  collections,  regulate  exchanges, 
and  control  credits.  They  are  a necessity.  Embarrass  them,  and  commercial 
chaos  follows  at  once.  I have  alluded  to  only  one  or  two  points  out  of  the 
multitude  which  may  well  be  discussed  by  us,  and  those  I have  mentioned  are 
not  the  most  prominent  or  important.  They  are  simply  intended  as  examples  of 
the  wide  range  of  topics  in  which  we  have  a common  interest  among  ourselves, 
as  well  as  with  the  people  whom  we  serve  in  the  important  functions  of  ex- 
changing the  values  created  by  the  industries  which  they  pursue.” 

Mr,  Buell  then  presented  and  read  for  the  information  of  the  Convention 
the  Constitution  and  By-Laws,  which,  as  subsequently  revised  and  adopted, 
are  as  follows : 

Constitution  of  the  American  Bankers’  Association. 

Declaration  — In  order  to  promote  the  general  welfare  and  usefulness  of 
banks  and  banking  institutions,  and  to  secure  uniformity  of  action,  together 
with  the  practical  benefits  to  be  derived  from  personal  acquaintance,  and 
from  the  discussion  of  subjects  of  importance  to  the  banking  and  commercial 
interests  of  the  country;  and  especially  in  order  to  secure  the  proper  con- 
sideration of  questions  regarding  the  financial  and  commercial  usages,  customs 
and  laws  which  affect  the  banking  interests  of  the  entire  country,  we  have 
to  submit  the  following  Constitution  and  By-Laws  for  the  “American  Bankers’ 
Association 

Constitution. 

Article  1,  § i.  This  Association  shall  be  called  “The  American  Bankers’ 
Association.” 

Article  II,  § I.  Any  National  or  State  bank,  or  trust  company,  or  savings 
bank,  may  b^ome  a member  of  this  Association,  and  also  any  banker  upon 
a majority  vote,  upon  payment  of  ten  dollars  ($io),  and  may  send  one 
delegate  to  the  annual  meetings  of  the  Association ; and  any  member  may  be 
expdled  from  the  Association  upon  a vote  of  two-thirds  of  those  present  at 
any  regular  meeting. 

§ 2.  Delegates  shall  be  an  officer,  or  director,  or  trustee  of  the  institution 
they  represent,  or  a member  of  a banking  firm,  or  an  individual  doing  business 
as  a bank. 

§ 3.  Delegates  shall  vote  in  person;  no  voting  by  proxy  shall  be  allowed. 

§ 4.  All  votes  shall  be  viva  vace^  unless  otherwise  ordered ; any  delegate 
may  demand  a division  of  the  house. 

Article  III,  § 1.  The  administration  of  the  affairs  of  this  Association  shall 
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be  vested  in  the  President  of  this  Association  and  one  Vice-President  for  each 
State  and  Territory  which  may  be  represented  in  this  Association,  and  in  an 
Executive  Council,  composed  of  nine  of  the  members  of  this  Association,  who 
shall  be  elected  at  the  annual  meetings,  and  who  shall  serve  until  their  suc- 
cessors are  chosen  or  appointed. 

§ 2 The  Vice-Presidents  shall  have  the  supervision  of  the  business  of  the  As- 
sociation in  the  States  and  Territories  where  they  reside,  and  may  call  meetings 
when  they  may  deem  the  same  necessary ; and  in  case  of  absence  or  disability 
of  the  President  of  the  Association  to  preside,  they  may  designate  one  of  their 
number  to  act  as  President  pro  tom.,  and  said  President  pro  tern,  shall,  in  case 
of  death  or  other  disability  of  the  President,  be  invested  with  all  the  power  of 
President,  until  a successor  shall  be  duly  elected  or  appointed. 

§ 3 The  Exective  Council  of  nine  shall  take  charge  of  the  general  busi- 
ness of  the  Association,  receive  communications,  arrange  for  holding  meetings, 
procure  and  arrange  subjects  for  discussion  in  the  order  in  which  they  may 
come  before  the  Convention,  provide  for  speakers,  and  carry  out  the  resolu- 
tions passed  They  shall  also  act  as  a financial  committee  for  raising  and 
disbursing  moneys. 

§ 4.  The  Executive  Council  of  nine  may  appoint  and  discharge  the  Secre- 
tary and  Treasurer,  or  other  employees  of  the  Association  at  their  discretion. 

I 5.  Special  meetings  of  the  Elxecutive  Council  may  be  called  by  request  of 
three  of  its  own  members,  giving  two  weeks’  notice  to  the  Secretary,  desiring 
him  to  call  such  special  meeting.  The  Council  shall  have  power  to  fill  vacan- 
cies that  may  occur  in  their  own  body. 

§ 6.  The  Executive  Council  shall  provide — ist,  for  keeping  the  records  of 
the  proceedings  of  their  own  meetings  as  well  as  that  of  the  Association’s  an- 
nual or  special  meetings  ; 2d,  they  shall  submit  to  each  annual  meeting  a report, 
covering  their  own  official  acts  as  well  as  a statement  of  any  new  or  unfinished 
business  requiring  attention  ; 3d.  they  shall  make  full  statements  of  the  finan- 
cial condition  of  the  Association  ; and,  4th.  submit  an  estimate  of  the  amount 
required  to  carry  on  the  affairs  of  the  Association  according  to  their  judgment  of 
the  business  to  be  done,  and  recommend  means  for  raising  money  to  carry  out 
such  plans  as  may  be  resolved  upon  by  the  Association. 

§ 7.  The  Secretary  shall  make  and  have  charge  of  the  records  of  the  Asso- 
ciation, as  well  as  those  of  the  Council  and  of  the  correspondence  of  the  Exec- 
utive Council.  Such  records  shall  be  the  property  of  this  Association  and  be 
held  subject  at  all  times  to  the  order  of  the  Executive  Council. 

§ 8.  The  Treasurer  shall  receive  and  account  for  all  moneys  belonging  to 
the  Association,  and  collect  assessments,  but  shall  pay  out  moneys  only  upon 
vouchers  countersigned  and  approved  by  the  President  of  the  Association,  or  by 
the  Secretary  appointed  by  the  Executive  Council. 

Article  IV,  § i.  Annual  meetings  of  the  Association  shall  be  held  at  such 
times  and  places  as  shall  be  determined  by  the  Executive  Council.  Special 
meetings  may  be  called  by  the  Council,  if  in  their  opinion  circumstances  re- 
quire them,  giving  two  weeks'  notice  of  the  time  and  place  of  meeting,  together 
with  the  subject  matter  of  business  to  come  before  such  special  meeting.  The 
Executive  Council  shall  meet  to  arrange  the  order  of  business  on  the  first  day 
preceding  any  general  meeting  of  the  Association. 

Article  V,  § i.  The  expenses  of  the  Executive  Council  of  the  Association,  in 
carrying  out  the  business  to  be  done  by  them,  shall  be  provided  for  by  assess- 
ment upon  the  members  of  the  Association  ; provided,  however,  that  no  assess- 
ment above  ten  dollars  be  made  in  any  current  year  upon  each  member  of  the 
Association;  and  the  Executive  Council  shall  have  no  authority  to  incur  or  con- 
tract on  behalf  of  this  Association,  any  liability  whatever  beyond  the  ten  dollars 
hereby  authorized,  and  only  that  for  the  purposes  hereby  designated. 

Article  VI,  § i.  Resolutions  or  subjects  for  discussion  f except  those  refer- 
ring to  points  of  order  or  matters  of  courtesy,)  must  be  submitted  to  the  Ex- 
ecutive Council  in  writing,  at  least  thirty  days  before  any  general  meeting  of 
the  Association,  but  any  person  desiring  to  submit  any  resolution  or  business,  in 
open  convention,  can  do  so  upon  a two-thirds  vote  of  the  delegates  present, 
referring  the  resolution  to  the  Executive  Council  or  Committee  on  Resolutions 
to  report  upon  immediately. 
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ArikU  VII.  Any  one  failing  to  pay  within  three  months  the  assessment 
made  for  carrying  on  the  business  of  the  Association,  shall  be  considered  as 
hpvi^  withdrawn  from  membership,  but  may  be  reinstated  upon  a^lication  to 
the  Tmasurer  and  paying  the  assessment  in  arrears,  with  consent  of  the  Presi- 
dent 

Article  VIII.  This  Constitution  may  be  altered  or  amended  at  any  annual 
meeting,  by  a vote  of  two-thirds  of  the  members  present,  notice  of  the  proposed 
amendment  having  been  first  submitted  to  the  Secretary  at  least  thirty  days  be- 
fore the  annual  meeting,  to  be  placed  by  him  before  the  Executive  Council 
that  th^  may  arrange  mr  bringing  it  before  the  Convention  under  the  regular 
order  of  business. 

By-Laws  of  the  American  Bankers’  Association. 

1st.  The  following  shall  be  the  order  of  business  at  the  annual  or  special 
general  meetings  of  the  Association : 

I.  Call  of  the  Roll.  2.  Reading  of  the  reports  of  the  Executive  Council  and 
the  Treasurer,  3 The  election  of  officers. 

The  consideration  of  subjects  submitted  in  the  report  of  the  Executive  Council, 
in  the  order  in  which  they  are  submitted,  unless  changed  by  a suspension  of 
the  rules  by  a two-thirds  vote. 

2d.  Any  resolution  or  new  business  not  upon  the  official  programme,  or  rec- 
ommended by  the  Executive  Council,  ( excepting  those  relating  to  points  of 
order  or  matters  of  courtesy,)  shall  be  referred  to  the  Executive  Council  or 
Committee  on  Resolutions,  to  report  upon  to  the  Convention. 

3d.  No  member  shall  speak  more  than  ten.  minutes  upon  one  question  with- 
out consent  of  the  Convention. 

4th.  The  rules  of  the  House  of  Representatives  of  the  United  States,  shall 
govern  the  deliberations  of  the  Association,  so  far  as  they  may  be  applicable 
and  in  harmony  with  the  Constitution  and  By-Laws. 

5th.  The  annual  assessment  made  by  the  Association  shall  be  considered  due 
at  the  beginning  of  the  year,  which  year  shall  commence  with  the  regular  an- 
nual meeting,  it  being  understood  that  absent  members  from  such  annual  meet- 
ings shall  not  forfeit  their  membership  nor  the  right  to  become  members,  pro- 
vided they  comply  with  the  Constitution  and  By-Laws,  and  remit  the  amount  of 
the  assessment  to  the  Treasurer  within  three  months  after  such  annual  meeting. 

6th.  These  By-Laws  may  be  amended  at  any  annual  meeting,  upon  a vote  of 
two-thirds  of  the  members  present. 

On  motion  of  Mr.  Spauldin|r,  of  Buffalo,  it  was  resolved  that  the  proposed 
constitution  and  by-laws  be  printed  and  referred  to  a committee  of  five,  with 
instructions  to  report  at  the  opening  of  the  session  the  next  morning.  The 
chair  appointed  as  this  committee,  Messrs.  James  Buell  of  New  York,  E.  A. 
Rollins  of  Philadelphia,  W.  H.  Foster  of  Salem,  L.  B.  Harrison  of  Cincinnati, 
and  L.  C.  Murray  of  Louisville.  The  convention  then  adjourned,  to  meet  on 
the  next  day  at  10  a.  m.,  in  Horticultural  Hall,  Broad  Street 

Wednesday,  October  4th. — The  report  of  the  special  committee  on  the 
Constitution  and  By-Laws  being  the  first  business  in  order,  was  presented.  Mr. 
Buell,  its  chairman,  stated  that  the  committee  had  gone  over  the  articles  in  de- 
tail, and  had  unanimously  agreed  to  report  them  for  adoption.  It  was  then 
moved  that  the  constitution  adopted,  which  motion,  and  a subsequent  one 
for  the  adoption  of  the  by-laws,  were  unanimously  carried. 

The  organization  as  provided  for  by  the  constitution  was  next  entered  upon. 
Mr.  J.  W.  Lockwood,  of  Richmond,  Va.,  moved  that  the  Hon.  Charles  B. 
Hall,  of  Boston,  be  elected  President  for  the  ensuing  year,  which  was  unani- 
mously adopted  amid  great  applause.  Mr.  J.  D.  Hay^  of  the  Merchants’  and 
Manufacturers’  National  Bank,  Detroit,  was  then  unanimously  elected  Secretary. 
The  chairman  then  announced  that  the  convention  was  now  organized  for  busi- 
ness, except  as  to  the  appointment  of  the  Vice-Presidents.  The  constitution 
provides  for  the  appointment  of  a Vice-President  for  each  State  represented. 
He  suggested  that  the  delegates  from  each  State  represented,  report  some  gen- 
tleman from  their  State  as  Vice-President  It  was  then  moved  that  the  States 
be  called,  and  that  those  represented  should  each  name  some  one  present  as 
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their  choice  for  Vice-President,  and,  that  the  organization  might  be  complete, 
the  remainder  should  be  appointed  by  the  chair.  This  was  adopted. 

Mr.  Murray,  of  Louisville,  then  alluded  to  the  recent  murder  of  Mr.  J.  L. 
Heywood,  at  Northheld,  Minnesota,  and  read  a tribute  to  the  memory  of  Mr. 
R.  A.  C.  Martin,  of  Columbia,  Kentucky,  expressing  the  hope  that  the  con- 
vention would  make  some  due  record  of  their  appreciation  of  both  these  noble 
men,  who  had  fallen  in  defence  of  their  trusts.  A committee  of  three  was 
then  appointed  to  draft  resolutions  accordingly. 

The  Hon.  Hugh  McCulloch,  formerly  Secretary  of  the  Treasury,  was  then 
introduced  by  the  President,  and  spoke  at  length  upon  the  financial  history  and 
condition  of  the  country,  its  banking  systems  and  the  currency  question.  His 
address  will  ,be  found  in  full  on  another  page  of  the  present  number.  At  its 
conclusion,  Mr.  McCulloch  was  formally  thanked  by  the  Association. 

Speeches  upon  financial  questions  were  made  by  Messrs.  J.  E.  Williams,  of 
New  York;  Joseph  Patterson,  of  Philadelphia;  and  H.  P.  Baldwin,  of  Detroit; 
and  an  ela^rate  and  interesting  address  by  Mr.  George  S.  Coe,  of  New  York, 
upon  money,  banking  and  the  resumption  of  specie  payments. 

At  2 P.  M.,  the  Convention  adjourned  to  meet  on  the  next  morning  at  lo 
o’clock. 

Thursday,  October  5th. — The  organization  of  the  Association  was  com- 
pleted this  morning,  the  following  named  gentlemen  being  appointed  by  the 
President  as  the  Executive  Council  for  the  ensuing  year:  George  S.  Coe,  Pres- 
ident of  the  American  Exchange  National  Bank  of  New  York;  James  Buell, 
President  of  the  Importers  and  Traders’  National  Bank  of  New  York  ; Thomas 
Coleman,  President  of  the  First  National  Bank  of  Troy,  N.  Y.  ; Morton 
McMichael,  Jr.,  Cashier  of  the  First  National  Bank  of  Philadelphia;  J.  S. 
Norris,  President  of  the  First  National  Bank  of  Baltimore,  Md. ; Edward  Tyler, 
Cashier  of  the  Suffolk  National  Bank  of  Boston  ; J.  W.  Lockwood,  Cashier  of 
the  National  Bank  of  Virginia,  Richmond;  J.  D.  Hayes,  Vice-President  of  the 
Merchants’  and  Manufacturers’  Bank  of  Detroit;  L.  J.  Gage,  Cashier  of  the 
First  National  Bank  of  Chicago. 

The  Vice-Presidents  of  the  Association  were  then  chosen  as  follows: 

Alabama,  Wm.  H.  Pratt ; Arkansas,  Dr.  Duell ; California,  M.  S.  Latham ; 
Colorado,  C.  B.  Lambom ; Connecticut,  F.  B.  Loomis ; Delaware,  Edward 
Betts ; District  of  Columbia,  John  Hitz ; Florida,  J.  M.  Shoemaker ; Georgia,  W. 
H.  Tuller;  Illinois,  C.  B.  Blair;  Indiana,  F.  A.  W.  Davis;  loi^  S.  C. 
Bever;  Kansas,  J.  R.  Mulvane ; Kentucky,  L.  C.  Murray;  Louisiana,  A. 
Luria ; Maine,  W.  E.  Gould ; Maryland,  Henry  A.  Thompson ; Massachusetts, 
W.  H.  Foster;  Michigan,  H.  P.  Baldwin;  Minnesota,  H.  Thompson;  Missisippi, 
J.  Green ; Missouri,  J.  L.  Stephens ; Nebraska,  H.  Kountze  ; New  Hampshire, 
Frederick  Smythe ; New  Jersey,  S.  H.  Pennington ; New  York,  J.  D.  Vermilye  ; 
North  Carolina,  J.  B.  Grainger ; Oregon,  H.  W.  Corbett ; Ohio,  D.  J.  Fallis ; 
Pennsylvania,  Joseph  Patterson ; Rhode  Island,  J.  W.  Vernon ; South  Carolina, 
W.  C.  Breese  ; Tennessee,  H.  E.  Garth;  Texas,  Jas.  H.  Raymond;  Vermont, 
H.  P.  Hickok;  Virginia,  George  M.  Bain,  Jr.;  West  Virginia,  J.  N.  Vance; 
Wisconsin,  N.  B.  Van  ^yke. 

A resolution,  tendering  the  thanks  of  the  Association  to  Mr.  James  Buell,  of 
New  York,  Chairman  of  the  Executive  Committee  of  last  year,  for  his  services 
in  perfecting  the  organization  of  the  Association,  was  unanimously  adopted.  Mr. 
Buell  thanked  the  convention,  and  then  offered  the  following  resolutions,  each 
of  which  was  adopted  as  soon  as  read  : 

Resolved^  That  the  Executive  Committee  be  requested  to  receive  from  bank 
officers  of  the  different  States,  their  laws  in  regard  to  notes  and  drafts,  and 
bills  of  exchange,  in  t{ieir  particular  State,  and  in  which  States  grace  is  allowed. 
Said  committee  to  prepare  them  for  publication  if  they  shall  deem  proper. 

Resolved^  That  any  banker  upon  invitation  of  the  President  and  payment  of 
ten  dollars,  may  become  a member  of  this  convention. 

Resolved,  That  it  is  the  opinion  of  this  convention  that  as  the  original  Le^ 
Tender  Act  authorized  the  holder  of  legal-tender  notes  to  exchange  them  for 
gold  bonds,  it  would  be  proper  and  exp^ient  to  restore  that  privilege,  and  that 
a gold  bond  bearing  four  per  cent  interest  would  be  an  equitable  exchange. 
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Resohed^  That  the  Executive  Council  be  authorized  and  requested  to  appeal 
to  Congress  for  an  amelioration  of  excessive  taxes,  and  abolition  of  stamp  tax 
on  chedcs. 

Resolved^  That  in  the  sense  of  this  convention,  it  is  the  duW  of  the  Govern- 
ment and  the  banks,  to  hasten  the  time  for  the  resumption  of  specie  payments 
by  all  means  practicable. 

Resoiv€€L,  T^t  the  President  be,  and  he  is  hereby  authorized,  to  revoke  the 
appointment  of  any  Vice-President  who  may  have  been  appointed  by  him,  if 
sudi  appointee  shall  not  accept,  or  fail  to  act,  and  the  President  may  fill  such 
or  any  vacancies. 

Resohed^  That  the  Executive  Council  be  hereby  requested  to  print  and  dis- 
tribute to  the  banks  and  the  bankers,  in  pamphlet  form,  the  proceedings  of  this 
convention,  and  such  papers  as  have  been  submitted  to  this  convention. 

The  committee  appointed  yesterday  to  suggest  suitable  action  by  the  Associa- 
tion, touching  the  death  of  Messrs.  Heywo^  and  Martin,  bank  officers,  mur- 
der^ while  defending  the  funds  intrust^  to  their  care,  reported  entries  to  be 
made  upon  the  minutes  of  the  convention,  and  the  following  resolution : 

Resohtdi  That  the  names  of  J.  L.  Heywood  and  R.  A.  C.  Martin,  be 
cherished  by  the  members  of  this  convention,  as  those  of  men  who  have  not 
only  reflect^  great  credit  upon  the  profession  to  which  they  belonged,  but  who 
deserved  to  be  enrolled  among  the  true  and  well-tried  men  of  history ; that 
their  heroic  conduct  be  held  up  to  the  people  of  this  country  for  their  admira- 
tion, that  they  may  realize  the  fact  that  acts  such  as  theirs  are  more  precious 
to  a nation  and  grander  legacies  to  leave  their  children  than  all  the  wealth  of 
the  world,  and  reflect  not  only  on  their  country,  but  on  mankind  itself ; that 
their  example  in  this  time  of  great  corruption,  will  do  more  to  restore  faith  in 
man’s  honesty  and  integrity,  than  any  act  less  noble  could  possibly  have  done, 
and  while  we  lament  their  tragic  death,  and  deeply  sympathize  with  their  fami- 
lies in  their  sad  bereavement,  we  cannot  but  glory  in  their  courage,  which  kept 
them  faithful  unto  death 

Mr.  J.  D.  Hayes,  of  Detroit,  was  then  introduced,  and  read  a paper  on  the 
subject  of  “Panics,”  treating  clearly  their  nature  and  causes.  He  adduced 
some  striking  statistics  as  to  the  amount  of  capital  sunk  in  the  United  States, 
banning  with  the  Chicago  fire  of  1871.  Mr.  Hayes,  in  closing,  referred  to  the 
influence  which  the  Bankers*  Association  could  exert  to  avert  panics,  and  urged 
that  “money  to  let”  should  be  the  motto  of  every  bank  and  capitalist  who  is 
fully  satisfied  that  it  will  be  properly  used  to  produce  wealth  and  give  prosperity 
to  the  land. 

After  passing  resolutions  of  thanks  to  Mr.  Hayes,  for  his  paper,  and  to  the 
President,  the  convention  adjourned  sine  die. 


Another  Brave  Resistance  by  a bank  officer  was  recently  made,  in  Dallas, 
Texas,  which  prevented  a robbery  from  being  a large  one.  Two  men  entered 
the  State  Savings  Bank,  about  one  o’clock  in  the  day,  while  the  cashier  was 
absent  at  dinner,  and  leaped  over  the  counter  with  drawn  revolvers.  Major  E. 
H.  Gruber,  the  President,  was  sitting  at  his  desk  writing,  and  at  once  sprang 
forward  and  grappled  with  the  men.  He  was  struck  over  the  head  by  one  of 
them  with  his  pistol,  knocked  down  and  partly  stunned.  His  young  son,  the 
only  other  person  present,  joined  him  in  shouting  for  help,  and  the  robbers, 
foiled  by  such  unexpected  resistance,  seized  what  currency  they  saw,  rushed  out 
the  back  door,  and  escaped  on  their  horses,  which  were  held  by  a confederate. 
They  got  only  $213,  leaving  a pile  of  larger  bills  untouched,  in  their  haste. 
Major  Qruber  was  badly  cut  and  bruised,  bleeding  profusely,  but  by  his  courage 
prevented  a serious  loss.  A number  of  citizens  mounted  and  pursued  the  rob- 
oers,  one  of  whom,  the  leader,  was  captured  the  next  morning.  He  proved  to 
be  one  Riordan,  who  was  concerned  in  a bank  robbery  at  Comanche,  last  year. 
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THE  NATIONAL  BANK  NOTE  CIRCULATION. 


Statement  of  the  Comptroller  of  the  Currency,  showing  by  States  the  amount 
of  National  bank  circulation  issued,  the  amoimt  of  Legal-Tender  Notes  deposited 
in  the  United  States  Treasury  to  retire  National  bank  circulation,  from  June 
20,  1874,  to  October  i,  1876,  and  amount  remaining  on  deposit  at  latter  ^te. 


STATES  AND 
TERRITORIES. 


Maine 

New  Hampshire. 

Vermont 

Massachusetts.  ... 

Rhode  Island 

Connecticut 

New  York 

New  Jersey 

Pennsylvania  

Delaware 

Maryland 

Dist.  of  Columbia. 

Virginia 

West  Virginia.... 
North  Carolina... 
South  Carolina.... 

Georgia. 

Florida 

Alabama 

Mississippi 

Louisiana 

Texas 

Arkansas. 

Kentucky 

Tennessee 

Missouri 

Ohio 

Indiana. 

Illinois 

Michigan 

Wisconsin 

Iowa 

Minnesota 

Kansas 

Nebraska 

Nevada 

Colorado 

Utah 

Montana 


Lbgal-Tbndbr  Notes  Deposited  to 
Retikb  National  Bank  Circulation, 

Additional  since  June  20,  1874.  Legnl  Tenders 

Circulation  r - * v on  deposit 

issued  since  For  redemp-  To  retire  with  the  U.  S. 

yune  20,  1874.  tion  of  Notes  Circulation  Total  Treasurer  at 

of  Li^idat-  under  Act  0/  Deposits.  date, 

ing  Banks,  fune  20,  1874. 


$808,940  . 
368,6^  . 
766,480  . 
5»340,945  • 
156,200  . 
628,810  . 

2.045.210  . 

537»*35  • 

2.992.210  . 
84,100  . 

110,210  . 
245.600  . 
207,100  . 

35.370  . 

305,060  . 

6,700  . 
180,000  . 


41,200 

• IS5S.OOO 

$596,200  . 

1*69,677 

27,400 

10^800 

38,200  . 

21,123 

134,807 

. 296,400 

431,207  . 

182,279 

96,400 

• 4,955,900 

5,052,300  . 

1,381,614 

. 4*6,740 

426,740  . 

*3.500 

27,050 

• 903,790 

930,840  . 

53.581 

623,000 

. 13,717,141 

14,340,141  . 

4,130,873 

23,060 

• 732,340 

7SS.40O  . 

*91,485 

443,247 

. 3.787,100 

4,230,347  . 

1,792.727 

166,600 

. 1,123,100 

1,289,700  . 

639.030 

393. ‘64 

. 427,500 

820,664  . 

354.669 

706,864 

• 592,415 

1,299,279  • 

530,740 

731,060 

204,300 

935,360  . 

364,407 

. 647,185 

647,185  . 

333.080 

. 926.380 

926,380  . 

328,680 

242,725 

. 297,275 

540,000  . 

207,7*5 

45.000  . 


90,000  . 


32,130  . 

603,625 

62,100  . 

1,937,140  . 

461,867 

259,200  . 

*35.901 

”3>470  . 

187. 59« 

796,520  . 

796.331 

1,282,570  . 

474.677 

785.475  • 

814,509 

303.420  . 

I 16,400 

50,900  . 

340*481 

553,500  . 

410,774 

329,320  . 

1*5.691 

30,600  . 

444,671 

45.000 

126,000  . 

63.9*5 

161,191 



1.013 

,* 

1,821 

i.844.*50  . 

*,447,875  • 

1,I14,*24 

229,340  . 

229,340  . 

85,140 

90,000  . 

748,733  . 

90,000  . 
1,210,600  . 
644,760  . 

36,783 

576,631 

408,859  . 

254,73* 

3.383,559  • 

3,571,150  . 

1,070,223 

1,262,990  . 

2,059,321  . 

1,027,883 

3,253,752  . 

3.7*8, 4*9 . 

1,280,847 

5,595.251  • 

6,409,760  . 

2,741,026 

1,587,800  . 

1,704,200  . 

618,296 

687,400  . 

1,027,881  . 

418,716 

1,358,550  • 

1,769,324  . 

^5,629 

1,119,840  . 

*,245,53*  • 

521,052 

745.600  . 

590,271  . 

266,104 

54,880  . 

99,880  . 

47,720 



4,558 

135,000  • 

198,925  . 

99,803 

196,800  . 

357,99*  • 

98,593 

45,000  . 

45,000  . 

5,060 

Totals $21,616,075  $8,939,211  $51,750,970  $60,690,181  $21,860,943 

Legal -tender  notes  deposited  prior  to  June  20,  1874, 


and  remaining  at  that  date 3»8*3»675 

Total  deposits. $64,503,856 


Jno.  Jay  Knox,  Comptroller  of  the  Currency. 
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THE  PAPER  MONEY  CIRCULATION. 

STATEMENT  of  the  Comptroller  of  the  Currency,  showing  the  Issue  and 
Retirement  of  National  Bank  Notes  and  Legal-Tender  Notes  under 
the  acts  of  June  20,  1874,  and  January  14,  1875,  to  October  i,  1876. 

National  bank  notes  outstanding  when  act  of  June  20,  1874,  was 


passed $349,894,182 

**  issued  from  June  20,  1874,  to 

January  14,  1875 ♦4,734.5<» 

“ redeemed  and  retired  between 

same  dates. 2,767,232 


Increase  from  June  20^  1874,  to  January  14,  1875 1,967,268 


Outstanding  January  14,  1875 351*861,450 

National  bank  notes  redeemed  and  retired  from  Jan. 


14,  1875,  to  Oct  I,  1876....$  39,875,681 
“ surrenders  between  same  dates . 6,613,790 


Total  redeemed  and  surrendered  46,489,471 
**  issued  between  same  dates 16,^1,575 


Decrease  from  January  14,  1875,  to  date 29,607,896 


Amount  outstanding  at  date $322,253,554 


Greenbacks  on  deposit  in  the  Treasury,  June  20,  1874,  to  retire 

notes  of  insolvent  and  liquidating  banks $ 3,813,675 

Greenbacks  deposited  from  June  20,  1874,  to  date,  to  retire 

National  bank  notes 60,690,181 


Total  deposits 64.503,856 

Circulation  redeemed  by  Treasurer  between  same  dates  without 
reissue 42,642,913 


Greenbacks  on  deposit  at  date 21,860,943 

Greenbacks  retired  under  act  of  January  14,  1875 ^ I3»505»*^ 

Greenbacks  outstanding  at  date 368,494,740 


Not*. — The  amount  of  National  bank  notes  received  from  the  engravers  from  June  30,  1874- 
U>  July  1,  1876,  was  $272,376,512.  The  amount  of  new  currency  issued  during  the  same  period 
was  $218,050,914.  The  amount  of  new  currency  issued  in  the  last  fiscal  year  was  $90,730,1^5. 
The  total  amount  of  mutilated  currency  received  during  the  same  year  was  $106,473,190.  The 
amount  of  currency  in  the  vaults  on  July  1,  1876,  was  $89,800,200. 

JNO.  Jay  Knox,  Comptroller  of  the  Currertey, 


Dividends  on  Suspended  Banks.— The  Comptroller  of  the  Currency  has 
declared  a final  dividend  of  thirty  per  cent,  in  favor  of  the  creditors  of  the 
Gibson  County  National  Bank  of  Pnneeton,  Indiana,  making  in  all  dividends  of 
one  hundred  per  cent 

Dividends  have  also  been  declared  in  favor  of  the  creditors  of  the  First  Na- 
tional Bank  of  Tifihn,  Ohio,  the  First  National  Bank  of  Anderson,  Indiana,  and 
the  First  National  Bank  of  Mansfield,  Ohio,  of  ten  per  cent.  each. 
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THE  RIGHT  OF  SEARCH  FOR  UNSTAMPED  CHECKS. 

UNITED  STATES  DISTRICT  COURT,  E,  D.  OF  PENN. 

The  United  States  v.  Rhawn, 

Held, — The  law  under  which  the  National  banks  are  incorporated  does  not 
exempt  them  from  examination  by  any  Collector,  Deputy  Collector,  or  Inspector 
of  the  Internal  Revenue  Department 

This  case  was  tried  at  the  last  November  Sessions  of  the  Court,  before  Judge 
Cadwalader,  who  charged  the  jury  as  follows : 

Section  3177  of  Revised  Statutes  of  the  United  States  enacts,  that  any  collec- 
tor, deputy  collector,  or  inspector,  may  enter  in  the  day  time,  any  building  or 
place  where  any  articles  or  objects  subject  to  tax  are  . . . kept  within  his 

district,  so  far  as  it  may  be  necessary  for  the  purpose  of  examining  said  article 
or  articles,  and  that  any  owner  or  person  having  the  agency  or  superintendence 
of  such  building  or  place,  who  refuses  to  suffer  such  officer  to  examine  such  ar- 
ticle or  articles,  shall  for  every  such  refusal,  forfeit  five  hundred  dollars.  Sec- 
tion 3163  enacts,  that  every  supervisor,  under  the  direction  of  the  commissioner, 
shall  see  that  all  laws  and  regulations  relating  to  the  collection  of  internal 
taxes  are  faithfully  executed  and  complied  with,  etc. 

The  present  suit  is  to  recover  f;  500,  a penalty  alleged  to  have  been  incurred 
by  the  defendant,  who  is  President  of  a National  bank,  by  refusing  to  suffer  a 
person  who  was  acting  under  the  direction  of  Mr.  Tutton,  the  Supervisor  of  in- 
ternal Revenue,  to  examine  such  checks  of  customers  of  the  bank  as  were  kept 
in  it,  in  order  to  discover  whether  any,  and  which  of  them  were  unstamped, 
contrary  to  the  provisions  of  the  internal  revenue  law  upon  the  subject 

It  is  alleged  that  there  was  an  application  to  the  defendant,  to  suffer  such  an 
examination  to  be  made,  and  that  the  defendant  refused  to  suffer  this  to  be  done. 

The  defendant  contends  that  the  revenue  officer  had  no  right  to  make  the  ex- 
amination requested.  The  ground  of  this  contention  is,  that  the  law  under 
which  the  National  banks  are  incorporated  provides  for  the  occasional  examina- 
tion of  their  affairs,  and  for  reports  of  their  condition  to  the  Comptroller  of  the 
Currency,  and  enacts,  that  they  shall  not  be  subject  to  any  visitorial  powers 
other  than  are  authorized  by  the  act,  or  are  vested  in  the  courts  of  justice. 

These  banks  are  fiscal  agents  of  the  Government  of  the  United  States,  and  it 
would  be  most  extraordinary  that  Congress  should  have  exempted  their  custom- 
ers from  a necessary  and  proper  scrutiny  under  the  revenue  laws  in  a matter 
which  has  no  legitimate  connection  whatever  with  the  affairs  of  the  banks.  As 
to  the  position  thus  taken  by  the  defence,  I am  of  the  opinion  that  it  is  wholly 
unreasonable  and  unfounded  in  law.  If  you  believe  the  testimony  of  Mr.  Tut- 
ton, he  told  the  defendant  that  there  was  no  desire  or  intention  to  examine  in- 
to the  affairs  of  the  bank,  or  the  accounts  of  its  customers,  and  stated  that  the 
sole  purpose  was  to  ascertain  whether  checks  in  its  keeping  were  unstamped. 

If  unstamped,  they  were  subject  to  tax  under  the  revenue  law. 

The  visitorial  powers  over  a corporation  are  the  subject  of  a distinct  head 
under  the  law  of  corporations.  The  examination  of  such  checks  under  the  rev- 
enue law  is  not  the  exercise  of  a visitorial  power  under  the  Act  of  Congress 
relative  to  the  banks.  This  part  of  the  defence,  therefore,  fails  in  law. 

It  appears,  however,  that  the  person  who  asked  to  make  the  examination  in 
this  case  was  a clerk  to  the  supervisor.  Such  a person  is  not  an  officer  within 
the  meaning  of  the  law.  The  words  of  section  3177  are  “any  collector,  deputy 
collector  or  inspector ; ” and  a clerk  to  the  supervisor  is  not  included  in  this  de- 
scription. 

It  the  supervisor  was  himself  authorized  tp  make  such  an  examination  he. 
could  not  delegate  this  power  to  his  clerk. 

Your  verdict  should,  therefore,  for  this  reason,  be  for  the  defendant. 
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Notice. — The  Banker’s  Almanac  and  Register  for  1877  is  now  in 
course  of  preparation.  Bank  officers  and  bankers  are  requested  to  forward 
prompt  information  of  any  changes  not  already  reported  to  this  office.  Orders 
for  tne  insertion  of  the  carcb  of  Banks  ana  Bankers  will  be  received  until 
December  1st. 

The  Third  Edition  of  the  Banker’s  Almanac  and  Register  for  1876,  is 
corrected  to  October  15th,  and.  now  issuing  from  the  press.  Price  $3.oa 

The  Xioan  Acts  of  Congress.— A new  edition,  comprising  the  Acts  of 
Congress  in  relation  to  the  National  Debt  and  the  Currency,  from  1842  to  1875 
inclusive,  is  just  published  at  the  office  of  the  Banker’s  Magazine.  Price 
♦ 1.75. 


The  New  York  Clearing-House. — At  the  regular  annual  meeting  of  this 
Association,  held  October '3d,  the  following  officers  were  elected  for  the  ensuing 
year : 

Chairman — George  S.  Coe. 

Secretary F.  Baker. 

Manager — William  A Canm. 

Clearing- Home  Committee — Charles  F.  Hunter,  Benjamin  B.  Sherman,  William 
L.  Jenkins,  Jacob  D,  Vermilye,  Nicholas  F.  Palmer. 

Conference  Committee — Henry  F.  Vail,  Frederick  D.  Tappen,  Charles  M.  Fry, 
Washington  A.  Hall,  William  Dowd. 

Nominating  Committee — Thonias  Monahan,  Francis  M.  Harris,  William  P. 
Brintnall,  Charles  Bard,  M.  F.  Reading. 

Committee  on  Admissions — George  Montague,  Charles  Jenkins,  E.  H.  Perkins, 
Jr.,  Francis  Leland,  J.  L.  Jewett,  Jr. 

Arbitration  Committee — P.  M.  Bryson,  S.  R Comstock,  J.  M.  Morrison,  John 
E.  Williams,  W.  A.  Wheelock 

A summary  of  the  transactions  for  the  past  year  will  be  found  upon  another 
page  of  this  number. 

The  New  York  Stock  Exchange. — The  following  article,  which  has  been 
for  several  months  under  discussion  among  the  members  of  the  Stock  Exchange, 
has  been  adopted  by  the  Governing  Committee,  in  place  of  the  original  Article 
VI II.  of  the  Constitution  and  By-Laws  : 

Section  1.  All  deliveries  of  securities  must  be  made  before  a quarter  past 
two  p.  m.  ; and  where  deliveries  are  not  made  by  that  time  the  contract  may 
be  closed  under  the  rule,  after  due  notice  to  the  defaulting  party,  in  the 
manner  provided  in  Article  XVIII.  of  the  By-Laws.  Such  notice,  however, 
must  be  pjven  not  later  than  half  p^t  two  o’clock,  and  the  contract  must  be 
closed  without  delay,  unless  the  time  for  so  doing  be  extended  by  mutual 
consent.  In  the  absence  of  any  notice  or  agreement,  the  contract  shall  continue 
without  interest  until  the  following  day.  In  every  case  of  non-delivery,  how- 
ever, the  party  in  default  shall  be  liable  in  addition,  for  the  damages  that  may 
accrue. 

Sec.  2.  This  rule  shall  apply  to  borrowed  and  loaned  securities. 

The  National  Park  Bank. — At  a meeting  of  directors,  held  on  September 
26th,  Mr.  James  L.  Worth,  for  m^iw  years  cashier,  was  elected  to  the  Presi- 
dency vacated  by  the  death  Of  Mr.  Kitchen.  Mr.  E.  K.  Wright,  hitherto  pay- 
ing teller,  was  appointed  Cashier. 
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The  Gold  Exchange. — The  annual  election  of  the  officers  of  the  New 
York  Gold  Exchange,  was  held  in  the  gold-room  on  October  i6th.  Hitherto 
the  presiding  officers  of  the  Exchange  have  been  the  Vice-President  and  Secre- 
tary, the  former  receiving  a salary  of  $ 6. 500  a year,  and  the  latter  $ 5, 50a 
It  was  recently  decided  to  employ  only  one  presiding  officer  (the  Vice-Presi- 
dent,) at  a salary  of  $4,000  a year,  and  to  confine  the  duties  of  the  Secretary 
to  clerical  work  at  a yearly  salary  of  $ 1,200  or  $1,500.  The  election  resulted 
as  follows : President,  C.  O.  Morris ; First  Vice-President,  W.  P.  Wescott ; 
Second  Vice-President,  C.  B.  Foote  ; Treasurer,  R.  L Edwards ; Secretary,  A. 
W.  Peters ; Executive  Committee,  Wm.  Fitch,  C.  Harvier,  Horace  Manuel,  H. 
R.  Moore,  Heber  Dunham,  Ed.  Hombostle,  B K.  Stevens,  J.  S.  Cushman, 
E.  W.  Gould. 

The  Silver  Commission  is  now  holding  its  sessions  in  the  Post  Office  build- 
ing in  this  city.  A large  number  of  circulars  requesting  information  has  been 
mailed  to  business  men,  bankers,  and  others  throughout  the  cotmtry,  and  like- 
wise to  foreign  countries.  The  commission  work  under  disadvantage  in  the 
limited  time  allowed  it — especially  as  re^ds  information  from  foreign  countries, 
which  has  to  be  elicited  in  response  to  inquiries  by  mail.  The  members  of  the 
commission  hope  to  obtain  a large  amount  of  information  in  answer  to  the 
printed  series  of  questions  which  Imve  been  sent  out. 

The  Gold  and  Stock  Telegraph  Company. — The  Board  of  Directors  of 
this  company  has  elected  as  Vice-President,  Mr.  George  Walker,  of  this  city, 
and  appointed  him  executive  mana^r  of  the  company.  Mr.  Walker  was  for- 
merly a lawyer  and  banker  of  Springfield,  Massachusetts,  and  was  for  several 
years  at  the  head  of  the  banking  department  of  that  State.  He  was  for  many 
years  a director  of  the  Western  Union  Telegraph  Company,  of  which  he  was 
Vice-President  from  1869  to  1871,  when  he  resigned  to  engage  in  other  busi- 
ness 

Organization  of  the  New  Mining  BoARD.~On  October  2d,  the  first 
session  of  the  American  Mining  Board  was  held  at  Nassau  and  Pine  Streets. 
There  was  a large  attendance.  The  President,  Mr.  William  Ward,  delivered 
an  address,  in  which  he  said  the  most  sanguine  promoters  of  the  enterprise 
were  surprised  at  the  large  number  of  business  men  who  had  become  identified 
with  the  board.  The  committee  had  had  650  applications  for  membership,  and 
235  persons  had  been  elected,  while  there  was  still  a list  of  names  awaiting 
consideration.  In  the  matter  of  placing  stocks  upon  the  regular  call,  more  than 
200  applications  have  been  made,  of  which,  over  three-fourths  have  been  re- 
jected. The  list  at  present  comprises  less  than  fifty  companies,  a large  propor- 
tion of  them  being  those  whose  shares  are  actively  dealt  in  at  the  San  Fran- 
cisco Stock  Boards.  In  due  time  the  better  class  of  petroleum  wells,  and  of 
copper,  coal,  iron,  and  lead  mines,  are  to  he  embraced  in  the  daily  call,  in- 
cluding the  shares  of  ice  companies,  gas  companies,  and  others  properly  coming 
under  the  classification  of  manufacturing  corporations.  After  some  statements 
showing  that  the  financial  condition  of  the  board  was  encouraging,  Mr.  Ward 
stated  that  in  due  time  reading-rooms  and  cabinets  of  minerals  will  be  added  as 
necessary  adjuncts  of  such  an  institution,  and  as  soon  as  the  arrangements  can 
be  perfected,  a bureau  of  mines  and  manufactures  will  be  organized,  through 
which  trustworthy  examinations  may  be  made  of  the  more  prominent  properties 
represented  in  the  board. 

Defalcation. — The  paying  teller  of  the  National  Park  Bank,  Thomas  Ellis, 
(ailed  to  appear  at  his  post  on  Monday,  October  23d.  One  of  the  other  clerks 
was  instructed  to  take  his  place,  and  soon  after  rep>orted  a deficiency  in  the 
cash  of  $36,000. 

Ellis  entered  the  bank  eighteen  years  ago  as  a messenger  boy,  and  had  been 
gradually  promoted  until  he  became  note  teller.  On  the  appointment  of  the 
kte  paying  teller,  Mr.  E.  K.  Wright,  to  be  cashier,  in  September,  Ellis  was 
advanced  to  the  position  vacated.  He  was  very  respectably  connected,  and  en- 
joyed the  entire  confidence  of  the  officers  of  the  bank.  A reward  of  $ 5,000  is 
offered  for  the  recovery  of  the  money  and  the  arrest  of  the  defaulter. 

Upon  further  investigation  it  was  found  that  three  goid  certificates  of  $ 10,000 
each  had  been  abstracted  by  Ellis,  making  the  total  robbery  $66,000. 
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New  Bank. — The  Brewers  and  Grocers’  Bank  will  commence  business  on 
November  ist,  under  State  charter,  with  a capital  of  $ 200,000  dollars.  It  has 
taken  the  building  of  the  Third  Avenue  Savings  Bank,  comer  Third  Avenue 
and  26th  Street  The  officers  are  James  Everard,  President;  John  W.  Hesse, 
Cashier. 

The  Suspended  Savings  Banks. — The  New-Amsterdam  Bank  of  this  city 
was  closed  on  September  27th,  on  an  order  of  Judge  Landon  to  show  cause 
why  a receiver  mould  not  be  appointed.  The  action  of  the  Court  was  due 
primarily  to  the  request  of  the  trustees  and  officers  made  to  Superintendent 
Ellis.  The  drain  on  deposits  had  weakened  the  bank  so  much  that  it  was  un- 
safe to  continue  business  any  longer.  At  a meeting  of  the  trustees  held  on 
September  25th,  resolutions  were  adopted  reciting  that  the  prospects  of  the 
ba^  were  unfavorable,  and  as  the  assets  on  hand  might,  by  judiaous  manage- 
ment, be  made  to  pay  each  depositor  if  its  affairs  were  closed  at  once,  the 
Bank  Superintendent  was  requested  to  take  the  necessary  steps. 

The  following  is  the  condition  of  the  bank,  September  21 : 


investments. 

Cash  on  hand  and  in  banks. (10,590.14 

Cali  loans 6,750.00 

Mortgages 313,250.00 

Bonds  of  cities,  &c 44,300.00 

Real  Estate 128,933.46 

Premium  account 3*631.25 


Total $507»454-85 

LIABILITIES. 

Due  depositors. (507,024.19 

Proht  and  loss  account 11,562.70 

Stout  & Thayer 17. 00a  00 


Total IS3SiS86.89 


Other  smaller  debts  bring  up  the  assets  to  balance  with  the  credit  account, 
and  it  is  thought  that  the  bank  may  finally  pay  all  it  owes  and  have  a surplus. 
The  only  cause  of  the  failure  seems  to  have  been  the  lack  of  confidence.  No 
blame  is  attached  to  the  officers,  one  of  whom  is  at  least  believed  to  have 
almost  impoverished  himself  in  the  attempt  to  keep  the  bank  afloat.  The 
number  of  depositors  in  January  last  was  2,428. 

At  a meeting  of  the  depositors  of  the  Bond  Street  Savings  Bank,'  a committee 
appointed  for  that  purpose  at  a previous  meeting,  made  a report  of  the  value  of 
the  assets  of  the  b^k,  the  figures  showing  a total  of  (1,412,287.  Liabilities 
(due  depositors,)  (1,286.688.  The  President  of  the  bank  says  that  a receiver 
can  pay  sixty  cents  on  the  dollar  on  the  indebtedness  of  the  bank,  within  sixty 
days  after  assuming  control  of  its  affairs,  and  that  every  dollar  of  the  bank’s  in- 
debtedness can  eventually  be  paid.  Willis  S.  Paine  has  been  appointed 
receiver. 

Six  hundred  depositors  of  the  Mechanics  and  Traders*  Savings  Bank,  were 
paid  in  October,  ( 150,000,  being  fifty  per  centum  of  their  deposit.  It  is  ex- 
pected that  another  dividend  will  be  paid  in  January. 

The  receiver  of  the  Abingdon  Square  Savings  Bank,  Mr.  Frank  Thompson, 
reports  that  there  is  due  the  depositors  about  ( 88,000 ; available  assets 
(25,30a  The  mortgages  are  mostly  second  mortgages,  which,  if  foreclosed  at 
present,  would  bring  absolutely  nothing.  The  bank  safe  cost  (4,500,  but, 
when  offered  for  sale,  the  highest  bid  was  (40a 

John  C Schwartz,  Assistant  Secretary  and  Cashier  of  the  German  l^-town 
Savings  Bank,  New  York,  pleading  guilty  to  a charge  of  embezzling  (3,000 
from  that  institution,  was,  on  September  8th,  sentenced  to  State  Prison  for 
four  years  and  six  months. 
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Calls  of  Five-Twenty  Bonds. — On  October  6th,  the  Secretary  of  the 
Treasury  issued  notice  that  the  principal  and  interest  of  the  bonds  designated 
below  will  be  paid  on  January  6th,  1877,  at  which  time  the  interest  will  cease. 
The  bonds  are  all  dated  November  1,  1865.  and  are  issued  under  the  Act  of 
March  3,  of  that  year.  The  numbers  are  all  inclusive. 

THIRTY-SIXTH  CALL. 

Matures  January  6th,  1877.  Amount  $ 10,000,000. 

REGISTERED. 

$50— No.  51  to  No.  200j 

$ 100— No.  1,651  to  No.  3,450 
1 500 — No.  i,8ii  to  No.  2.750 
$1,000 — No.  5,751  to  No.  10000 
$5,000— No.  2,901  to  No.  4,150 
$10,000— No.  3,951  to  Na  5,150 
Total,  $ 5,000,000. 

California. — The  Vallejo  Savings  and  Commercial  Bank  suspended  on 
September  28th,  in  consequence  of  the  financial  embarrassment  of  the  President, 
General  J.  B.  Frisbie,  who  has  been  unfortunate  in  stock  operations.  The 
assets  of  the  bank  are  stated  at  upwards  of  $550,000.  The  indebtedness  is 
$ 325,000.  It  is  expected  the  suspension  will  be  only  temporary. 

Boston. — The  result  of  the  last  six  months*  business  of  the  Boston  banks,  is 
thus  summarized  by  Mr.  J.  G.  Martin,  in  his  semi-annual  statement : 

The  past  six  months,  so  far  as  net  profits  are  concerned,  has  been  one  of  the 
hardest  periods  our  banks  have  experienced  for  very  many  years,  but  the  falling 
off  in  dividends  at  this  time  is  not  large,  because  of  previous  heavy  reductions. 
It  is  pleasant  to  note  that  four  banks,  the  Central,  Commonwealth,  First  Ward, 
and  Webster,  which  deemed  it  advisable  to  “pass**  in  April,  have  now  re- 
sumed. Four  others,  the  Tremont,  Metropolitan,  Eleventh  Ward,  and  Broad- 
way, now  pass,  the  latter  for  the  second  time.  Two  new  banks  commence 
dividends,  the  Fourth  National,  ( new  July  19,  1875,)  a half  per  cent , 

and  the  Merchandise,  (new  November  8,  1875,)  three  per  cent  The  bther 
changes  are  all  reductions.  The  Boston  National,  four  to  three  per  cent  ; Con- 
tinental, three  to  two ; Eagle,  three  to  two ; Eliot,  three  to  two ; Hide  and 
Leather,  three  to  two  and  a half;  Mechanics’,  five  to  four;  Monument,  six  to 
five ; People’s,  six  to  five ; Third  National,  four  to  three ; Traders’,  two  and  a 
half  to  two  per  cent.  The  banks  pay  their  dividends  free  of  all  taxes,  and 
most  of  them  charge  off  the  amount  now,  while  some  divide  it,  half  in  October 
and  half  in  April,  which  would  seem  equitable,  and  it  is  desirable  that  the 
dividends  should  be  alike  each  six  months,  and  not  disturbed  by  larger  tax 
payments  at  one  time  than  another. 

Of  the  sixty-one  banks  within  the  limits  of  Boston,  three  pay  six  per  cent , 
four  five  per  cent.,  twelve  four  per  cent,  one  three  and  a half  per  cent, 
twenty-four  three  per  cent.,  one  three  per  cent  quarterly,  four  two  and  a half 
per  cent,  seven  two  per  cent,  four  pass,  and  one  not  declared. 

Stamped  Indorsements. — The  Boston  Commercial  Bulletin  says  that  ‘‘several 
banks  in  Boston  refuse  to  accept  stamped  indorsements  upon  the  backs  of 
checks  received  through  the  Clearing-house  in  the  daily  course  of  settlements.” 

Minnesota. — The  Northfield  bank  robbers  are  now  confined  in  the  jail  at 
Faribault,  Minnesota,  and  are  the  object  of  much  curiosity  from  people  living 
near  the  place,  nearly  5,000  persons  visiting  the  jail  on  one  day.  The  robbers 
will  recover  from  their  wounds  They  state  that  they  lost  nearly  all  their 
money  in  a gambling-house  at  Minneaj>olis.  and  thereupon  determined  to  rob 
the  bank  attacked.  A company  of  riflemen  has  been  formed  to  prevent  a rescue 
or  attempt  to  escape. 

Vermont. — The  Merchants’  National  Bank  of  Burlington,  Vermont,  has  re- 
tired $ 200,000  of  its  capital  stock,  paying  $ 44  per  share,  par  value  $ 40. 
Henceforth  the  capital  stock  of  the  bank  will  be  $500,000,  one  of  the  three 
largest  in  the  State. 


COUPON. 

$ 100— No.  12,401  to  Na  17,000 
$500— No.  19,001  to  No.  22,100 
$1,000 — No.  46,851  to  No.  53,000 

Total,  $ 5,000,000. 
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Wisconsin. — The  First  National  Bank  of  De  Pere  is  closing  up  its  affairs, 
and  vdll  be  succeeded  by  the  Commercial  Bank  of  De  Pere,  under  the  same 
management,  viz. : G.  S.  Marsh.  President,  and  H.  R.  Jones,  Cashier. 

Disappearance. — The  ‘*Fox  River  Bank,”  at  Omro,  Wis.,  whose  advent  into 
existence  was  but  recently  noted,  proves  to  be  a fraud.  The  proprietor  has 
absconded,  and  the  funds  of  the  institution  are  nowhere  to  be  found. 

The  Supply  of  Counterfeit  Currency. — The  following  sketch  of  the 
present  condition  of  the  counterfeiting  business,  is  from  the  Clucago  Tribune: 

The  only  engravers  working,  who  were  considered  experts — Tom  Ballard,  Ben 
Boyd,  and  George  White — have  been  sent  to  the  Penitentiary  since  October  i, 
1874 — the  first  for  thirty  years  and  the  last  two  for  ten  years  each.  There  is 
another  engraver  at  liberty,  an  inferior  workman,  he  who  cut  the  Richmond, 
Ind.,  $10  plate,  and  the  title  plate  for  the  Lafayette,  Ind.,  $10  note,  (the 
latter  the  last  counterfeit  issued,)  both  being  printed  evidently  from  the  same 
plate.  The  capture  of  this  fellow  is  only  a matter  of  time.  It  took  nearly  three 
years  to  get  Biallard,  eight  months  to  reach  Boyd,  and  seven  months  to  capture 
White.  Not  only  were  they  captured,  but  all  their  tools  and  the  plates  from 
which  the  counterfeit  money  was  printed,  thus  effectually  stopping  this  inflation 
of  the  currency.  Previous  to  their  arrest  they  put  out  large  quantities  of  their 
bills.  Their  number  is  reduced  every  month  by  the  apprehension  of  dealers  and 
shovers,  but  it  is  impossible  to  gather  in  the  whole  issue,  since  thousands  of 
dollars  may  remain  buried  for  years.  In  1867,  Nat  Kinzie,  who  engraved  the 
$ 10  plate  for  the  First  National  Bank  of  Philadelphia,  and  was  sent  to 
“Cherry  Hill”  therefor,  buried  $30,000  in  these  notes.  They  remained  in  the 
ground  five  or  six  years,  and  many  of  them  are  now  in  circulation,  though  the 
issue  was  stopped  in  1867.  The  same  is  true  of  what  are  known  as  the 
“ Illinois  fives,”  embracing  the  First  National  Banks  of  Aurora,  Canton,  Galena, 
Paxton,  Peru,  and  Chicago,  and  the  Traders’  and  the  Merchants’  of  Chicago. 
There  were  very  few  notes  of  the  Merchants’  and  Galena  put  out,  there  being 
no  such  bank  as  the  First  National  of  Galena ; and  there  were  none  at  all  on 
the  First  of  Peoria,  though  that  is  usually  in  lists  of  counterfeit  notes.  There 
never  was  a counterfeit  $ 5 on  the  First  of  Louisville,  Ky,  One  was  reported, 
but  the  statement  was  never  verified.  All  told,  there  are  perhaps  $150,000  in 
counterfeit  fives  now  out 

There  has  not  been  a counterfeit  $ 20  note  printed  in  six  years,  the  plates 
from  which  the  Merchants’,  Shoe  & Leather  of  New  York,  and  the  National 
Bank  of  Utica,  N.  Y.,  were  printed,  having  been  captured  by  Colonel  Whitley, 
when  he  was  Chief  of  the  Secret  Service.  Of  the  $ 10  notes  several  sets  of 
electroplates  for  the  Farmers  & Manufacturers’,  the  First,  and  the  City,  of 
Poughkeepsie,  N.  Y.,  has  been  secured.  The  original  steel  plates  were  the 
handiwork  of  Ballard.  They  were  cut  several  years  ago,  and  have  rusted  out 
long  since,  and  are  now  worthless.  The  First  of  Redhook  is  a very  old  issue, 
and  the  plate  is  not  in  existence.  The  $2  plates  for  the  St  Nicholas,  and 
Ninth  National,  of  New  York,  and  the  Westchester  County,  of  Peekskill,  were 
also  cut  by  Ballard,  and  electroplates  have  been  captured  by  Washburn.  The 
originals  are  believed  to  be  in  the  same  condition  as  Ballard’^s  tens.  No  notes, 
however,  have  been  printed  from  them  for  several  years. 

On  the  tst  of  January  last  there  were  but  two  plates  for  Government  notes 
out — one  for  the  $ 50  Hamilton  head,  and  the  other  a $ 500.  The  former  was 
secured  by  Washburn,  in  Cincinnati,  some  time  in  February.  The  other  is  still 
out,  but  under  cover,  and  no  notes  have  been  printed  from  it  for  a long  time. 

Frauds  and  Felonies. — A man  about  thirty  years  of  age,  named  Henry 
Murray,  was  arrested  at  Louisville,  on  September  6th,  for  attempting  to  sell 
drafts  supposed  to  have  been  forged.  On  that  moriiing,  every  National  bank 
in  the  city  received  a letter  puroorting  to  come  from  George  W.  Toole, 
cashier  of  the  Central  Nation^  Bank  of  Cleveland,  which  inclosed  Murray’s 
signature  and  asked  favors  for  him,  stating  he  had  drafts  on  New  York  for 
$ 13,00a  The  banks,  learning  there  was  no  such  institution  in  Cleveland, 
watched  for  Murray,  who,  when  he  made  his  appearance  at  the  Citizens’ 
National  Bank,  was  arrested,  but  not  until  he  had  slipped  the  drafts  to  his 
partners. 
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Canada. — Mr.  Charles  McNab,  general  manager  of  the  Bank  of  British  North 
America,  resigned  about  a week  ago.  Probably  no  appointment  of  his  suc- 
cessor will  be  made  until  the  meeting  of  the  directors  in  London.  Some  of 
the  New  York  journals  have  stated  that  Mr.  R.  R.  Grindley,  the  manager  in 
Montreal,  will  be  promoted,  and  it  would  be  difficult  to  hnd  any  officer  more 
worthy. 

Another  change  takes  place  among  the  officials  of  the  Merchants*  Bank. 
Mr.  Walter  Watson,  who  it  was  stated  had  left  New  York  to  take  the  joint 
general  management  of  that  institution,  has  been  appointed  one  of  the  agents 
in  New  York  of  the  Bank  of  Montreal,  in  room  of  Mr.  Bell  who  retires.  The 
style  of  this  agency  will  now  be  Smithers  and  Watson,  instead  of  Bell  and 
Smithers. — Monetary  Tirnes,  Oct.  20. 

Montreal. — The  annual  meeting  of  directors  and  stockholders  of  the 
Molsons  Bank  was  held  October  9th.  The  annual  statement  showed  a net 
profit,  after  providing  for  bad  and  doubtful  debts,  of  $205,631,  out  of  which 
were  made  two  dividends  of  four  per  cent,  each,  and  $40,000  carried  to  Rest 
account.  The  reserve  is  now  $ 540,000,  being  27  per  cent  of  the  capital 
stock,  with  a credit  besides  of  $ 10, 169  at  profit  and  loss  account 

The  Bank  of  Montreal  has  declared  a dividend  of  seven  per  cent  for  the 
current  half  year. 

Foreign. — The  Imperial  Bank  of  Germany  refuses  to  discount  commercial 
paper  on  which  the  word  marJk  is  written  marc,  as  frequently  occurs  with  bills 
drawn  in  France  and  Italy. 

The  Bank  of  France  has  issued  notice  to  the  public  that  a certain  number 
of  forged  one-hundred  franc  notes  are  in  circulation. 

Savings  Banks  in  Great  Britain. — A return,  issued  recently  in  a Parlia- 
mentary Blue-book  gives  the  following  information  as  to  savings  banks  in  the 
United  Kingdom.  In  England  there  are  355  banks,  and  in  Wales  22 — 377.  In 
England  and  Wales  there  are  396  unpaid  and  1,290  paid  officers.  The  amount 
of  security  given  bv  unpaid  officers  is  301,520,  and  by  paid  officers  299, 550. 
The  salaries  and  allowances  to  paid  officers  amount  to  .487,725  18s.  The  an- 
nual expenses  of  management,  inclusive  of  all  payments  for  the  year  ended  the 
20th  of  November  last,  were  113,1 17  7s.  9d.  There  were  1,149,443  accounts 
opened  on  the  20th  of  November.  The  total  amount  owing  to  depositors  on 
that  day  was  34,538,495  3s.  8d.  ; the  total  amount  invested  with  the  National 
Debt  Commissioners  on  the  same  day,  excluding  the  surplus  fund,  was 

34,430,901  IS.  3d.  Balances  in  the  hands  of  treasurers  on  the  20th  of  No- 
vem^r,  amounted  to  265. 169  i8s  3d.  The  average  rate  of  interest  p>aid  to 
depositors  was  £2  19s.  3d.  The  separate  surplus  fund  in  the  hands  of  the 
Commissioners  was,  on  the  20th  of  November.  4367,519  i8s  3d.  The  number 
of  life  annuities  was  9,457  immediate,  and  8^  deferred.  For  terms  of  years 
there  were  274  immediate  and  15  deferred.  The  annual  number  of  receipts 
from  depositors  in  the  year  ended,  as  stated,  was  1,198,580,  and  the  annual 
payments  646,355.  The  average  receipt  was  £4  19s.  6d.,  and  payments  £g 
ns.  5d. 


[ dvertisement.  ] 

A Good  Banking  Opportunity. — A young  man,  a good  accountant,  wanted 
as  a partner  in  a well  established  and  paying  banking  business,  located  in  one 
of  the  most  prosperous  and  healthy  towns  im  the  South  West.  Capital  required 
about  $ 12,000.  To  any  one  wishing  business  in  this  line  this  is  a good 
opportunity,  and  will  bear  inspection. 

Address  “South  West,”  care  Banker’s  Magazine. 
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NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 


(^Monthly  List^  continued  from  October  No.,  page  320.) 

SteUe.  Place  and  -Capital.  Bank  or  Banker.  N.  Y.  Cerrespimdeni  and  Cockier. 

Dak.  . . Deadwood  City  Exchange  Bank Donnell,  Lawson  & Ca 

Ga.  ....  Atlanta. Merchants’  Bank National  Park  Bank. 

$200,000  Campbell  Wallace,  Pr.  W.  W.  Clayton,  Cos. 

“ Sparta J.  Clarence  Simmons. Anderson,  Starr  & Co. 

Idaho.  Idaho  City Boise  County  Bank Donnell,  Lawson  & Co. 

III.....  Carthage Cherrill,  Sholl  & Co National  Park  Bank. 

Ind  . ...  Newport Vermillion  County  Bank...  Third  National  Bank. 

$ 60,000  Abel  Sexton,  Pr.  S.  S.  Collett,  Cos. 

Iowa.  . Carroll Bank  of  Carroll Corbin  Banking  Company. 

Wm.  L.  Culbertson,  Pr,  Edward  P.  Wood,  Cos, 

“ . . CenterVille. ....  Appanoose  County  Bank.  George  Opdyke  & Co. 

$25,200  John  A.  Drake,  Pr,  James  W.  Calvert,  Cos, 

Kan.  . . La  Cygne. La  Cygne  Exchange  Bank.  Corbin  Banking  Company. 

. . Lawrence Elxchange  Bank Donnell,  Lawson  & Co. 

J.  W.  McMillan,  Pr,  Henry  E.  Benson,  Cos, 

Miss.  . Yazoo  City....  Bank  of  Yazoo  City.. ..Ninth  N.  B.,  Glendinning,  D.  & Co. 

R.  C Sheph^,  Pr,  L.  B.  Warren,  Cos, 

Mo Trenton Union  Bank First  National  Bank. 

$ 30,000  William  Bradley,  Pr.  George  Gilmore,  Cos, 

N.  M. . Las  Vegas Raynolds  Brothers Kountze  Brothers. 

N.  Y. . Albany  Henry  R.  Pierson Chase  & Atkins. 

Ohio  . Beach  City Farmers’  Bank Dry  Goods  Bank. 

H.  L.  Savidge,  Pr.  A.  C.  Welty,  Cos. 

**  . Marietta Bank  of  Marietta Winslow,  Lanier  Sc  Co. 

$ 150,000  Israel  R.  Waters,  Pr.  Asa  B.  Waters,  Cos, 

Prnn.  . Indiana Farmers’  Bk.  of  Indiana...  Manufacturers’  N.  B.,  Phila. 

Jas.  A,  McKnight,  Pr.  Robert  C.  Taylor.  Cos. 

Tenn  . Knoxville Mechanics’  Savings  Bank.  Chemical  National  Bank. 

$ 10,000  Samuel  P.  Evans,  Pr.  Sam  House,  Cos. 

Texas.  Corpus  Christi.  Friend  Sc  Cahn Moody  Sc  Jemison. 

W.  Va.  Fairmont Farmers’  Bank {None.) 

William  Ridgely,  Pr.  Jacob  M.  Gould,  Cos, 

Wis  ...  Berlin Sacket,  Fitch  & Co Chemical  National  Bank. 

**  ...  DePere Commercial  Bank Chemical  National  Bank. 

$ 50,000  Gustavus  S.  Marsh,  Pr,  Herbert  R.  Jones,  Cos, 


Rates  of  Interest  Abroad. — The  following  are  the  current  rates  for  money 
in  the  principal  foreign  markets,  as  quoted  by  the  London  Times,  of  13th : 


Bank  rate.  Open  market. 
Per  cent.  Per  cent. 


Paris 

3 

2 

Brussels 



2 

Amsterdam 

3 

. 3 

Berlin 

4 

• 

Hamburg 

4 

• 

Frankfort 

27 


Open 


Leipsic 

Bank  rate,  market. 
Per  cent.  Per  cent. 

4 • 3>4 

Madrid 

6 . 8 

St  Petersburg... 

7 • 9 

Genoa 

Geneva 

1%  • 1% 

Vienna 

4}i  . 4 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List;  continued  from  October  No.^  page  322. ) 


November,  1876. 


Name  of  Bank. 


Elected. 


N.  V.  City.  National  Park  Bank 

Cal.  ...  Nat  Gold  Bank  & Trust  Co. ) C.  H.  Burton,  Pr 

San  Francisco.)  H.  H.  Hewlett,  Cos.,.. 

** ....  Grangers*  B*k  of  California.)  Alex.  Watson.  Pr, 

San  Francisco.)  A.  Montpensier,  Cos,,, 

“ ....  Farmers*  Sav.  B’k,  Modesto.  A.  L.  Cressey,  Pr 

“ ....  National  Gold  B*k,  Oakland.  V.  D.  Moody,  Pr 

Col.  ...  St*kgrowers*  Nat.  B*k, Pueblo.  Sewell  T.  Collins,  Cos, 

" ■■  *■  "•  £■•”■■■■ 

Dak  ...  First  National  B’k,  Yankton.  W.  H.  McVay,  Cos 

III.....  First  National  Bank,  \ A.  L.  Clarke,  Pr. 

Areola. )"  George  L.  Wicks,  Cos. 

“ Union  Bank,  Quincy John  M.  Kreitz,  Cos.. . 

Iowa  . . First  Nat.  Bank,  Waterloo..  Henry  B.  Allen,  Cos.. . 

Kan.  ..  People’s  Sav.  Bank,  Olathe. . W.  H.  Betts,  Cos 

Ky...  . Merch.  Bkg  Co.,  Cavema...  Butler  H.  Waters,  Pr.. 

“ ....  Deposit  Bank  of  Eminence.  J.  S.  Baskett,  Pr 

**  ....  Com.  B’k  of  K’y,  Paducah. . Q.  Q.  Quigley,  Pr 

La B’k  of  Lafayette,  N.  Orleans.  George  Johnston,  Pr... 

Merch.  & Traders’  B’k,  “ Hippolyte  Gaily,  Pr... 

“ People’s  Bank,  “ U.  Marinoni,  Pr 

Maine  KenduskeagN.  B.,  Bangor . . W\  B.  Hayford, 

Mass.  . Fourth  Nat.  Bank,  Boston...  S.  F.  Trowbridge,  Pr. 
**  ...  Metropolitan  Nat.  B’k,  “ G.  Howe  Davis,  Cos... 

“ ...  Nat  Market  Bank,  “ E.  P.  Wright,  Cos 

Md  ....  First  Nat.  Bank,  Baltimore.  E.J.Penniman,  Gw. 

“ ....  Third  Nat.  Bank,  Baltimore.  J.  Y.  Canby,  Pr 

Mich.  . Second  Nat.  B’k,  Hillsdale . R.  M.  Hubbard,  Cos. . 

Minn  . Bank  of  Anoka,  Anoka P.  F.  Pratt,  Cos. 

Miss  ...  Okolona  Sav.  Inst,Okolona.  J.  R.  McIntosh,  Pr.... 

“ ...  People’s  Sav.  B’k,  Meridian.  L.  K.  Latham,  Pr..... 
Mo.  . . B’k  of  N.  America,  St  .Louis.  F.  B.  Chamberlain,  Pr. 
“ Bremen  Sav.  Bank, 


In  place  of 

W.  K.  Kitchen.*’ 
J.  L.  Worth. 

H.  L.  Davis. 


J.  V.  Webster. 

A.  Watson. 

C.  Dorsey. 

B.  F.  Ferris.* 

J.  Ra)molds. 

C.  Ruter. 

C.  E.  Sanborn. 

. J.  Beggs. 

A.  L.  Clarke. 

E.  Cherrill. 

C.  A.  Farwell. 

J.  R.  Brown. 

C.  H.  Higbee. 

J.  H,  Drave. 

L.  M.  Flournoy. 

J.  Strawbridge. 

A.  Bohn. 

R.  M.  Davis. 

G.  W.  Pickering. 

J.  Bennett. 

S.  D.  Loring. 

F.  G.  Newl^,  Actg. 
E.  K.  Holtzman.* 

P.  S.  Chappell* 

J.  K.  Fisher. 

C.  E.  Blake. 


(F.  W.  Prange,  Pr. 

(F.  Koltmayer,  Act.  Cos. 

“ Empire  Bank,  “ B.  Heidacker,  Pr. 

“ Chillicothe  Savings  Bank W.  E.  Gunby,  Cos..... 

“ Macon  Savings  B^k,  Macon.  A.  L.  Shortridge,  Pr. 

“ 

“ Miami  Sav.  Bank,  Miami. . . John  G.  Guthney,  Pr. 

» . . ...  Farmers’  Sav.  j.  

“ Clinton  Co.Sav.Agocuto  ^ p^ 

“ Far.  &Mech.  Sav.  B’k,  Troy.  H.  W.  Perkins,  Cos... 

Mont.  First  National  Bank,  Helena.  E.  W.  Knight,  Cos.,... 
Neb  ...  State  Bank,  Crete James  Donnelly,  Pr... 

* Deceased. 


C.  E.  Rushing. 
F.  B.  York. 

C.  Crone. 

C.  D.  Affleck.* 
H.  Kalbfleisch. 
J.  T.  Johnson 
C.  G.  Epperson. 


I.  C.  Withers. 
E.  H.  Norton. 

T.  E.  Turney. 
E.  R.  Bonfils. 
D.  C.  Corbin, 
C.  H.  Parmele. 
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Name  of  Bank.  Elected, 

, "^TiitePineCo.B'k, Hamilton.  William  Pardy,  Cos.,., 

, Merch.  L.  &T. Co., Paterson,  C.  Lambert,  Pr. 

Bank  of  Dansville,  Dansville.  L.  C.  Woodruff,  Pr.... 
, QuassaickNat.B*k,NVb*rgh.  Isaac  K.  Oakley,  Pr,. 

. Central  Bank,  White  Plains.  G.  S.  Lyon,  Pr 

AlbermarleBTc,Eliz’b’thCity.  D.  C.  Lippincott,  Cos. 

, Dawson  Bank,  Wilmington.  F.  W.  Kerchner,  Pr. . 

MiamiValleySa^^Bank,)  wilHamB.  Dodds,  iV. 

Cmcinnati.  > * 

, Fairfield  Co.  B’k,  Lancaster.  Wesley  Peters,  Pr.„, 

First  Nau  Bank,  Minerva.  F.Kiuer,^^".' 

Morgan  Sav.  & Loan  Asso. . E.  M.  Coveil,  Pr 

Tuscarawas  Valley  Bank,  > ^ 

New  Comerstov^.;  Davis,  Cos. 

Ravenna  Sav.  & Loan  Asso.  E.  B.  Babcock,  Pr,... 

Wadsworth  B’k,  Wadsworth.  J.  K.  Darling,  Pr 

B’k  of  America,  Philadelphia  Josiah  Neely,  Cos 

Central  Bank,  Pittsburgh....  M.  Runnings,  Cos.... 


In  pleue  qf 

. W.  P.  Willard. 

. R.  Barbour. 

. L.  Bradner.* 

. O.  S.  Hathaway. 
. W.  H.  Albra 
. R.  F,  Overman. 
J.  Dawson. 

H.  E.  Spencer. 

J.  C.  Harper. 

E.  R.  Elckley. 

G.  P.  Davis. 

A. .  B.  Watkins. 

J.  T.  Cox. 

J.  H.  NichoU. 

J.  Lytle. 

C.  H.  Price. 

J.  W.  Davitt.* 

F.  E.  Schenck. 

B.  M.  Everson. 
W.  J.  Scully. 

D.  E.  McKinley. 

H.  Lloyd. 

R.  B.  Brown. 

R.  Stabler. 

A.  G.  Reninger. 

S.  Landis. 

S.  Carey  Ball. 


. Fifth  Avenue  B’k,  F.  C.  Henry,  Ccls F.  E.  Schenck 

. City  D.  B’k  & Tr.  Co.  “ H.  C.  McFarland,  Cos.  B.  M.  Everson 
. Odd  Fellows  Sav.  B’k  “ S.  C.  Applegate,  Ccls.  W.  J.  Scully. 

, Pittsburgh  B’k  for  Sav.  “ Charles  G.  Milnor,  TV.  D.  E.  McKinh 
. Safe  Deposit  Co.,  “ AbrahamGarrison,T’r.  H.  Lloyd. 

■ “•  “■  ^ B.  B,.-. 

B.  J.  R.  S..U„. 

. Empire  Trust  Bank,  “ Ephraim  Grim,  Pr...  A.  G.  Reningc 
Real  Estate  Saving^^^  I g 

Hatboro  Nat.  B’k,  Hatboro.  James  Van  Horn,  Cos. . S.  Carey  Ball. 

, Miners’  Dep.  Bank,  Lykens.  A.  F.  Englebert,  Pr.  

, Citizens’  Bank,  Pleasantville.  H.  M.  I laskell,  Cos. . F.  Merrick. 
Mountain  City  Ca,J  ^ ^ j 

. Scranton  Sav.  B’k,  Scranton.  G.  H.  Birdsall,  Cos....  O.  C.  Moore. 

J ^ 

B»W^C^  j A s.»b.  Pr. F.  K,„u 

. Stroudsburg  B’k, Stroudsb’g.  Stogdell  Stokes,  Pr...  D.  S,  Miller. 

. Dollar  Sav.  B’k,  Uniontown.  Robert  Hogsett,  Pr...  A.  E.  Willson. 

. First  Nat.  B’k,  Wellsborough.  JesseM.  Robinson,  Gw.  E.  H.  Robinso 

Deposit  and  Thomas  I.ong,  Fr J.  Lippincott. 

. Atlantic  Bank,  Providence..  Caleb  G.  Burrows,/'/*.  H.  Hill. 

. Bank  of  America,  “ A.  C.  Tourtillot,  Cos.  E.  N.  Davis. 

. Northern  Bank,  “ Henry  J.  Steere,  Pr. . D.  Ballou. 

. R.  I.  Nat  Bk.,  Providence.  Henry  Lippitt,  Pr E.  P.  Mason. 

. B’k  of  Clarksville,  Cl’rksville.  H.  C Merritt,  Pr. B.  O.  Keesee 

. First  National  Bank,  Dallas.  R.  P.  Aunspaugh,  Gw.  C.  Cimninghai 
. Paris  Exchange  Bank,  Paris.  S.  E.  Clement,  Pr  ...  W.  B.  Aikm. 

. City  Bank  of  Sherman John  B.  Fairchild,  Pr.  R.  G.  Hall. 

■ ^”™Nan^n?  Suffolk.}  W-  S.  Riddick 

. Green  Bay  Savings  Bank....  Robert  Silber,  Pr....  A.  Weise. 

. B’kof  Kilboum,IGlb’umCity.  John  W.  Brown,  Gw.  M.  Griffin, 

* Deceased. 


F.  Merrick. 

J.  Dawson. 

O.  C.  Moore. 

A.  Robertson. 

F.  J.  Kern, 

D.  S.  Miller. 

A.  E.  Willson. 

E.  H.  Robinson.* 


H.  Hill. 

E.  N.  Davis. 

D.  Ballou. 

E.  P.  Mason. 

B.  O.  Keesee. 

C.  Cimningham. 
W.  B.  Aikm. 

R.  G.  Hall. 

W.  S.  Riddick.* 

A.  Weise. 

M.  Griffin, 
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DISSOLVED,  DISCONTINUED  OR  CHANGED. 

( Monthly  Ust^  continued  from  October  No,,  page  323.^ 

N.  Y.  City,  Philip  Speyer  & Co.,  succeeded  by  Speyer  & Co. 

“ “ Hone,  Nicholas  & Co.,  failed. 

Cal....  Savings  and  Commercial  Bank,  Valiko;  suspended. 

Dak  ...  J.  W.  Hoffman,  Elk  Point;  suspended. 

Ga State  National  Bank,  Atlanta;  now  Merchants’  Bank  of  Atlanta. 

Idaho.  C.  W.  Moore  & Co.,  Idaho  City ; now  Boise  County  Bank. 

Ind....  First  National  Bank,  Newport;  sue.  by  Vermillion  Co.  Bank,  same  officers. 
Iowa  . Citizens’  Bank,  (Hayes  & Shunk,)  Afton;  closed. 

Kan....  Farmers’  Savings  Bank,  Alma;  discontinued. 

“ ....  Ketcham  & Co.,  Chetop^ ; succeeded  by  Clark  & Sturgis. 

**  ....  Eureka  Bank  and  Martindale,  Tucker  & Co.,  Eureka;  consolidated. 

....  Pratt  & Moore,  La  Cygne ; succeeded  by  La  Cygne  Exchange  Bank. 

**  ....  Second  Nat  Bank,  Lawrence;  succeeded  by  Exch.  B’k  of  J.  W.  McMillan. 
**  ....  Mucke  & Shortridge,  IVamego;  succeeded  by  J.  C.  Rogers  & Co. 

Md  ....  Beneficial  Savings  Fund  Society,  Baltimore ; now  Metropolitan. 

**  ....  Brown,  Lancaster  & Co  , Baltimore ; now  Brown  & Lowndes. 

Mich..  Carpenter,  Gilmore  & Co.,  Blissjield;  succeeded  by  Gilmore  & Co. 

“ ..A.  M.  Chisholm,  Grand  Ledge;  succeeded  by  J.  D.  Hayes. 

“ ..  D.  R.  Corry  & Co.,  Hubbardston ; succeeded  by  Percival  A Jackson. 
Minn  . Lewis  & Shaubut,  Mankato  ; now  Lewis,  Shaubut  & Harrison. 

Mo. . . . B.  N.  Tracy  & Son,  Macon  ; failed. 

** M.  Hurl^  & Co.,  Milan  ; succeeded  by  Hatfield,  Knight  & Co. 

**....  First  National  Bank,  Trenton ; sue.  by  Union  Bank,  same  officers. 

N.  Y. . . Bull  Brothers,  Whitehall ; succeeded  by  S.  C.  Bull. 

Ohio...  Marietta  National  Bank,  Marietta  ; sue  by  Bank  of  Marietta,  same  officers. 
**  ..  Hoge,  Sheets  & Co.,  BeUcure ; succeeded  by  Cowan,  Sheets  & Co. 

“ ...  Farmers*  Banlc,  (Haines,  Hardesty  & Co.,)  Malvern, 

Penn.  . Battles  & Webster,  Girard ; succeeded  by  R.  S.  Battles. 

“ . . Lloyd,  Caldwell  & Co.,  Tyrone ; out  of  business. 

Va  ...  . Lynchburgh  Ins.  and  Bkg.  Co.,  Lynchburgh  ; ceased  the  banking  business. 
Wis.  ..  Fox  River  Bank,  (D.  H.  Holland  & Co.,)  Omro  ; failed. 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK. 

September — October,  1876. 


1875.  Lewtst.  Highest 

October 14)^  . 17^ 

November....  I4j^  . 16^ 
December  ...  \z)i  . 15 

1876. 

Jjmuary 12^  . 13X 

February  ....  . 14)^ 

March 13I4  . 15. 

April . 13^ 

May 12X  . 13X 

June 11%  . 13 

July 

August 9^  . I2J< 

September  ...  9J4  . loj^ 


1876. 

Lowest. 

Highest. 

Sept.  25 

10 

. loyi 

26 

10 

• loyi 

27 

■ lo'A 

28 

. 10 

29 

io'/i 

• to'X 

30 

10 

■ 

Oct.  2 

10 

■ loX 

3 

10 

. 10. 

4 

. 10 

5 

• 9H 

6 

9% 

. 9H 

7 

• 9'X 

9 

Ih 

• 9 

1876. 

Lowest. 

Highest, 

Oct.  10 

8^ 

• 9 

11 

8H 

• 9pi 

12 

• 9 

*3 

9 

• 9% 

14 

9>i 

• 9% 

16 

9H 

• 9% 

17 

9X 

• 9^i 

18 

loyi 

. nx 

*9 

loX 

■ iiX 

20 

io>i 

■ lopi 

21 

9H 

. topi 

23 

9H 

. 10 

24 

9X 

• 9ji 
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NEW  YORK,  OCTOBER  23,  1 876. 


Exchange  on  London  at  sixty  days'  sights  4-^^H  ^ gold. 

The  improvement  continues  in  the  tone  of  the  money  market,  and  there  is 
a notable  change  in  the  aggregates  of  the  Clearing  House  banks.  Subjoined 

are  the  statistics  of  New  York  : 

Legal  Excess  0/ 

1876.  Loans.  Specie.  Tenders.  Circulation.  Deposits.  Reserve. 

Sept.  23 1 261,842.000  . % 18,897,700  . $57,669,900  . $ 14,495.200  . $ 23i,635>400  • $18,658,760 

**  30 262,428,900  ..  16,463,200  ..  56,755,200  ..  14,647,200  ..  227,582,500  ..  16,322,775 

Oct.  7 263,323,300  ..  19,469.200  ..  53,687,600  ..  14,705,500  ..  226,065,500  ..  16,540,425 

“ M *<’*»794»3«>  ..  18,347,300  ..  50,669,500  ..  14,724,800  ..  221,925,900  ..  i3»535»3aS 

21 261,968,700  ..  17,616,600  ..  48,740,200  ..  14,836,700  ..  221,218,260  . 11,052,250 

The  aggregates  of  the  Boston  banks  are  given  below : 


1876. 

Loans. 

Specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

Sept.  23 

..$130,077,400 

. ...$  1,906,000 

...$7,471,200  ... 

• $76,523,300 

....  $ 21,565,600 

“ 30 

..  129,709,100 

....  1,752,500 

...  8,060,400  ... 

76,330,500 

....  21,821,000 

Oct.  7 

..  131,006,700 

1,664,300 

...  7.635.900  ... 

• 79.*33.90o 

....  21,923,700 

*'  14 

••  131.369.200 

....  1.472,300 

...  7,650,400  ... 

. 78,703,200 

....  22,229,100 

" 21 

..  131,207,500 

••••  i»353.3oo 

• • • 7.95X.500  . . . 

. 79,074,200 

22,392,700 

The  reports  of  the  Philadelphia  banks  for  the  same 

time  are  subjoined : 

1876. 

Loans. 

specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

S«pt.  23 

..  $60,915,931 

....  $600,180 

•••$*6,943,015  ... 

• $52,553,078 

$ 10,095,421 

“ 30 

61,410,846 

....  570,810  . 

...  17,677,103  ... 

• 53.986,149 

...  10,114,750 

Oct.  7 

61,990,045 

. . . . 709*834  • 

. ..  18,070,152 

• 54,463,901 

....  10,123,660 

“ *4 

..  61,878,093 

• • • 759.783  • 

...  18,504,934  ... 

. 55,180,111 

....  10,113,789 

21 

..  61,845,523 

• • • • 779.977  • 

. ..  19,109,167  ... 

• 55,942,758 

....  10,026,4x8 

Two  financial  movements  are  attracting  the  chief  attention  in  Wall  Street,  the 
increasing  activity  of  money,  and  the  excitement  of  gold  from  the  war  news, 
which  sent  the  price  up  to  113^  on  Wednesday.  The  demand  for  currency  to 
move  the  crops  has  drawn  down  the  legal  tenders  10^  millions,  as  will  be  seen 
from  the  subjoined  table  which  gives  a comparison  of  the  similar  movement  in 
former  years  : . 


GREENBACK  MOVEMENT  IN  THE  NEW  YORK  CITY  BANKS,  SEPTEMBER  TO 


1872. 

DECEMBER, 

1873. 

1872-1876. 

1874. 

1875. 

1876. 

Sept.  i6'2o.  . . 

...$44,467,000  . 

• $34,307,900  . 

• $65,324,900  . 

• $67,938,000 

$59,223,100 

Oct.  21-26.... 

...  52,842,100  . 

. 8,777,700  . 

. 58,830,800  . 

54,702,900  . 

48,740,200 

Dec.  27-31.... 

. 41,119,600  . 

. 44,664,000 

47,  *63,400  . 

39,924,900  . 
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To  the  figures  of  September  and  October  we  have  added  for  1872  to  1875 
the  further  movement  to  the  close  of  December.  It  will  be  seen  that  the 
present  ^greenback  averages  fall  below  those  of  any  previous  year,  except  the 
former  year  of  1873.  If  the  return  flow  of  currency  from  the  country,  which 
seems  to  be  beginning,  should  go  on,  we  shall  be  ready  for  the  demand 
which  usually  sets  in  in  December.  The  drain  from  this  cause  was  nearly 
twelve  millions  in  1872  and  1874,  and  over  fourteen  millions  in  1875.  ^ similar 
drain  this  year  would  reduce  the  December  greenback  reserves  several  millions 
below  the  level  they  have  averaged  for  several  years  past.  If  the  state  of  busi- 
ness promised  to  be  very  active  for  the  coming  month  or  two  it  is  evident  that 
some  monetary  perturbation  might  be  developed.  But  the  general  opinion 
seems  to  be  that  no  such  trouble  is  likely  to  occur,  and  the  movements  of 
general  business  are  not  expected  to  be  much  more  lively  than  they  have  been 
of  late.  For  the  present,  however,  and  during  the  whole  of  the  month  a 
growing  demand  is  reported  both  for  discounts  and  for  call  loans. 

In  the  money  market,  another  of  the  most  notable  circumstances  is  the  excite- 
ment caused  by  the  recent  failure  of  several  of  the  New  York  City  Savings  banks. 
Eleven  of  these  institutions  have  failed  within  a few  months,  and  the  question 
is  asked  whether  others  are  not  in  a moribund  condition.  It  is  urged  that 
if  any  of  the  savings  banks  which  are  now  reputed  as  solvent  do  not  deserve 
that  reputation,  the  fact  should  be  known ; that  proper  action  may  be  taken 
to  close  them,  and  divide  among  the  depositors  as  much  as  can  be  saved  from 
the  general  assets.  On  the  part  of  the  Superintendent  of  the  Bank  Depart- 
ment it  is  contended  that  he  has  not  been  remiss  in  regard  to  any  of  the 
eleven  banks  of  this  city  which  have  succumbed.  The  savings  banks  in 
question  are : the  Third  Avenue,  People’s,  Central  Park,  Mutual  Benefit, 
German  Uptown,  Security,  Mechanics  and  Traders’,  Abingdon  Square.  Trades, 
Bond  Street,  and  New- Amsterdam . Of  the  eleven  banks,  seven  were  chart- 
ered since  1867,  they  were  weak  institutions,  and  their  failure  was  merely  a 
question  of  time.  They  were  all  chartered  in  the  face  of  the  protests  of  the 
Superintendent  of  the  Bank  Department,  uttered  in  his  reports  to  the  Legis- 
latiure  from  1858  to  1875.  Superintendent  that 

such  banks  existed.  They  >vere  created  in  spite  of  him,  and  were  subject  to 
no  regulating  law.  except  their  charters,  until  1875.  Four  of  the  banks,  it  is 
said,  might  have  succeeded.  They  are  the  German  Uptown,  the  Bond  Street 
(once  the  Atlantic),  the  Mechanics  and  Traders’,  and  the  Third  Avenue.  The 
last  three  were  organized  over  twenty  years  ago.  They  were  once  prosperous 
banks.  They  were  ruined  by  the  mismanagement  of  their  officers  over  six 
years  ago,  ?nd  before  there  was  so  effective  a check  upon  the  officers  as  is 
created  by  the  new  law.  The  officers  impoverished  these  three  banks  as  well 
as  the  German  Uptown  before  the  Legislature  gave  the  Superintendents  full 
power  to  guard  them,  except  alone  the  last ; and  in  the  case  of  the  last  the 
conduct  was  criminal,  and  no  vigilance  could  have  guarded  against  it.  Thus  it 
is  contended  that  out  of  eleven  failed  savings  banks  seven  ran  their  career  in 
spite  of  the  Bank  Superintendent.  Two  of  the  others  were  put  into  a condition 
which  insured  eventual  failure  long  before  the  present  Superintendent  came  into 
office.  Both  were  examined  by  competent  authorities  in  1871,  and  permitted 
to  go  on.  The  third  one  was  ruined  by  the  criminal  conduct  of  officers,  and  by 
no  neglect  of  the  Bank  Superintendent.  We  have  no  wish  to  enter  into  the 
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controversy,  and  merely  refer  to  it  as  one  of  the  events  which  is  attracting 
attention  in  the  money  market  when  the  condition  of  the  savings  banks  is  by 
some  persons  regarded  as  a possible  source  of  future  trouble.  The  general  im- 
pression is,  however,  that  the  savings  banks  of  the  city  and  State  are  for  the 
most  part  sound.  ^ 

The  stock  market  is  somewhat  imsettled  by  the  war  news  from  Europe. 
United  States  securities  are  stronger  in  sympathy  with  the  advance  in  gold. 
State  bonds  are  quiet,  but  with  a firmer  undertone.  Railroad  bonds  are  strong 
for  all  the  first-class  trunk  roads.  The  share  market  shows  great  activity  with 
advancing  prices,  and  an  evident  demand  from  investors  for  some  of  the  cheaper 
solid  securities.  Subjoined  are  our  usual  quotations  : 


Quotations  ; 

Sept.  27. 

Oct.  4. 

Oct.  11. 

Oct.  17. 

Oct.  21. 

Gold 

109%  .. 

109% 

109 

109%  •. 

iioJ4 

U.  S.  5-206,  1867  Coup. 

116%  •• 

11SJ4 

115*4 

hsVa  .. 

115% 

U.  S.  new  5s  Coup. . . . 

ti4h  •• 

1X4H 

”45^ 

115 

**4% 

U.  S.  1891 

til 

iio^ 

..  Ill 

.... 

West.  Union  Tel.  Co. . 

69K  .. 

7*K 

7oJi  . . 

7*% 

N.  Y.  C.&  Hudson  R. 

96K  .. 

9«/l 

102K 

102 

104  Vs 

Lake  Shore 

52/8  . . 

54^ 

57 

57%  •• 

60^ 

Chicago  & Rock  Island 

103 

98K 

. 101^8 

. . 102 

102^8 

New  Jersey  Central. . . 

iS 

29 

37% 

35 

37?i 

DeL  Lack.  & West.... 

73K  .. 

70K 

72%  . . 

78 

Delaware  & Hudson. . 

66 

(>3% 

^7>i 

67;^  .. 

75 

North  Western 

zth  •• 

34^'s 

.36% 

36%  .. 

41% 

Pacific  Mail 

•• 

22K 

23 

24%  .. 

24% 

Erie 

10 

95^ 

loK 

loH  .. 

11% 

Call  Loans 

(3^  •• 

2 4 

2 (a)  4 

3 4 • • 

3 @ 4 

Discounts 

4Vi  (3^  S'A  •• 

5 6 

• 5 7 

5 (<t  7 .. 

5 (a  7 

Bills  on  London 

4.82-4.84  .. 

4-83-4-84« 

. 4.83%*4.85..  4 83Vi*4-85.. 

4.82K-4.84K 

Treasury  balances,  cur. 



$36,107,296 

••  l39.079»567 

••  $40»585.445  •• 

$41,266,479 

Do.  do.  gold. 

40,631,561 

41,880,010 

..  45,174,874  .. 

49,148,27s 

WTiile  the  long-continued  businesss  depression  is 

beginning  to  decrease  in 

this  country,  the  tendency  in 

Europe  is 

less  satisfactory.  The  official  report 

of  failures  in  England  shows 

leavier  losses  there  than  here,  and 

the  trans- 

actions  of  the  banks,  published  by  The 

London  Economisty  indicate  a decline 

since  May  ist  of  14  per  cent. 

in  the  inland  trade, 

and  of  124  per  cent,  in 

ail  trade.  The  diminution  of  profits  in 

Germany,  where  the  times  are  even 

worse  now  than  in 

1875,  may 

be  judgec 

from  the  following  statement,  given 

by  the  Berlin  Borsen  Zeitungy 

of  the  profits  of  banks,  iron  and 

coal  com- 

panies,  and  trading  companies  in  Germany,  in  1872,  i 

873,  and  1875 

Profits^  per  cent. ^ 

Companies. 

Number. 

1872. 

*873. 

*875- 

Banks,  old 

....  48 

10.75 

7-»5 

5-47 

Banks,  new 

. . . . 95 

...  10.46 

2.52 

....  2.10 

Iron  and  Coal,  old. . . . 

26 

15.69 

19.23 

4-»5 

Iron  and  Coal,  new. . . 

....  58 

lO.Ho 

....  7.02 

1.52 

Trading,  old 

...  25 

7.92 

6.24 

5.76 

Trading,  new 

....  225 

. ...  8.40 

3.32 

1.36 

The  negotiation  of  the  new  4>^’s  is  reported  to  be  going  on  in  a satisfactory 
manner  in  Lx>ndon.  Notwithstanding  the  war  excitement  and  the  depression  of 
consols,  2 per  cent.  U.  S.  securities  are  steady,  and  the  railways,  except  Illinois 
Central,  are  firmer  and  in  demand.  These  facts  are  supposed  to  indicate  that 
whether  the  expectations  of  a great  European  war  should  be  realized  or  not 
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there  will  in  any  event  be  a large  amount  of  capital  in  England  and  in  the 
Continental  countries  that  will  seek  to  invest  itself  in  American  securities.  In 
the  report  of  the  National  banks  and  the  treasury  we  notice  that  there  is  no 
contraction  of  the  bank-note  aggregate.  National  bank  circulation  outstanding — 
currency  notes,  $322,870,952;  gold  notes,  $2,099, 18a  The  balances  in,  the 
Treasury  at  the  close  of  business  October  21st  were  as  follows:  Currency, 
$13,229,346;  special  deposit  of  legal  tenders  for  the  redemption  of  certificates 
of  deposit,  $39,890,000;  coin,  including  $32,210,100  in  coin  certificates, 
$71,273,106;  outstanding  legal  tenders,  $368,494,740.  Subjoined  are  the 
statistics  compared  with  those  of  previous  reports : 


IVeek 

ending 

Notes  in 
circulation. 

Bonds  /or 
circulation. 

Bonds  for 

U.  S.  deposits.  Total  bonds. 

Coin  in 
Treasury. 

Coin 

Certificates. 

1875. 

July 

24.. 

••  $ 35o,764»4b9 

• $ 374,753,362 

^18,792,200 

• % 393,545,562  . 

$ 66,926,937 

. $22,628,300 

Aug. 

7* 

• • 348»937i939 

••  374,927,862  . 

. 18,792,200 

••  393i720>o62  . 

7*,953,4*2 

..  22,657,200 

Aug. 

21 . 

••  349*»3o,ooo 

374,788,762  . 

. 18,792,200 

••  393,580,962  . 

70,738,807 

•*  18,561,000 

Sept. 

XI . 

• • 347*980, 000 

••  373,382,762 

. 18,792,200 

••  392,174,962  . 

66,730,316 

,*  16,389,400 

Sept. 

25., 

••  347.72o»»23 

..  372,150,762  , 

. 18,792,200 

••  390,942,962  . 

66,924,152 

..  12,435,000 

Oct. 

9* 

..  346,769,853 

••  369,791,762 

. 18,782,200 

••  388,573,962  . 

68,784,332 

..  12,477,100 

Oct. 

16. 

..  346,813,776 

..  368,857,212 

. 18,782,200 

••  387,639,412  . 

70,472,506 

..  12,775,600 

Oct. 

*3- 

••  344,458,  T 28 

..  368,119,917 

. 18,760,000 

..  386,879,917  . 

69,070,408 

..  11,502,300 

Oct. 

30* 

..  346,805,616 

••  367,799,4*2 

. 18,730,000 

..  386,529,412  . 

Nov. 

6. 

••  345i799,*o8 

. . 366,658,312  . 

. 18,730,000 

••  385,388,312  . 

72,042,514 

• • 16,069,900 

Dec. 

18., 

• • 343,938,278 

..  364,690,112  . 

. 18,626,500 

. . 383,316,612  . 

69,206,263 

. . 21,447,000 

1876. 

Jan. 

22. 

••  343*253,577 

. . 362,108,062  . 

. 18,626,500 

••  380,734,562  . 

73,200,709 

• • 34,429,000 

Feb. 

19. 

••  34*,557f9“ 

..  358,428,650 

. 18,621,500 

. . 376,050,150  . 

75,051,625 

••  33,786,900 

Mar. 

2t.< 

••  340,046,776 

••  355,3*1,7*5  ■ 

. 18, 741, 500 

••  374,053,215  • 

69,657,203 

••  34,797,600 

Apr. 

2X.  . 

••  337,635,219 

..  347,800,350  . 

. 18,623,000 

..  366,423,350  • 

76,148,711 

..  28,457,600 

May 

20.  . 

••  335,*97,*05 

..  344,883,850 

. 18,623,000 

..  363,506,850  . 





June 

17.. 

••  332,322,678 

..  342,340,550  . 

• 18,823,000 

. 361,163,550  . 

65,664,354 

..  22,874,000 

July 

18. 

••  33*, 839,109 

..  340,249,850 

. 18,723,000 

•••369,772,284  . 

61,848,009 

..  3f ,588,600 

Aug. 

26.. 

..  326,562,064 

..  338,823,850  , 

. 18,723,000 



62,580,612 

..  25,120,000 

Sept. 

16.  . 

• • 324,832,877 

••  337,3*8,650  . 

. 18,743,000 

• ••369,334,604  . 

63,204,594 

..  31,678,100 

Oct. 

22. 

• • 324,970,132 

..  327,289,800 

••  *9, *55, 000 

..♦368,494,740  . 

71,273,106 

..  32,210,100 

•Outstanding  greenbacks. 


DEATHS. 

At  Baltimore,  Md.,  on  Thursday,  October  12th,  aged  forty-three  years, 
£.  Kent  Holtzman,  Cashier  of  the  First  National  Bank  of  Baltimore. 

At  New  York,  on  Wednesday,  September  27th,  aged  seventy-two  years, 
Lucius  Hopkins,  President  of  the  Importers  and  Traders’  Bank  from  its  organ- 
ization until  the  year  1863. 

At  Providence,  R.  I.,  on  Sunday,  October  22d,  aged  fifty  years,  John 
Luther,  Cashier  of  the  Blackstone  Canal  National  Bank. 

At  Wellsborough,  Pa.,  on  Monday,  September  25th,  aged  thirty  years, 
Eugene  H.  Robinson,  Cashier  of  the  First  National  Bank  of  Wellsborough. 
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CONGRESS  AND  BANK  TAXATION. 

One  of  the  most  important  reforms  which  is  to  be  urged 
in  Congress  relative  to  bank  legislation,  is  the  repeal  of 
those  taxes  which  are  so  mischievous  in  their  operation  both 
upon  the  banks  and  upon  the  financial  interests  of  the  coun- 
try. The  probability  of  the  early  success  of  this  project  is 
the  greater,  as  the  banks  arc  united  in  the  effort  to  obtain 
it,  and  as  their  claims  are  obviously  reasonable  and  moderate. 
Ever  since  the  war-tax  systenx  was  organized  a dozen  years 
ago,  the  banks  of  this  country — private,  State,  and  National, — 
have  been  subject  to  double  taxation.  They  have  been  taxed 
as  formerly  by  the  State  governments,  and  they  have  also 
been  taxed  by  the  National  Government.  The  National  taxes, 
as  we  have  frequently  shown,  are  specifically  war  taxes ; 
and  as  most  of  the  other  war  imposts  have  been  repealed, 
the  banks  argue  that  their  war  taxes  should  also  be  taken 
off.  Among  the  reasons  which  they  present  in  favor  of 
this  relief,  we  find  several  which  are  worthy  of  special 
remark. 

There  is  for  example,  the  fact  that  the  existing  pressure 
of  taxation  surpasses  the  fiscal  power  of  the  banks.  Every 
merchant  and  capitalist  knows  that  the  business  of  bank- 
ing is  not  as  profitable  as  formerly,  and  that  it  is  embar- 
rassed with  a multitude  of  heavy  burdens.  These  burdens 
are  partly  fiscal  and  partly  general.  The  former  are  clearly 
set  forth  in  the  able  report  of  the  Comptroller  of  the  Cur- 
rency, an  extract  from  which  w^  give  elsewhere.  It  is  esti- 
mated that  the  banks  are  required  to  pay  more  than  twenty- 
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five  millions  of  dollars  a year  in  taxation,  of  which  the  Na- 
tional banks  pay  seventeen  millions,  and  the  private  and  State 
banks  eight  millions.  Of  these  twenty-five  millions,  the  Na- 
tional government  receives  eleven  millions,  and  the  State 
governments  fifteen  millions.  Now,  as  it  has  been  admitted 
that  nearly  one-half  of  this  burden  consists  of  war-taxes  which 
must  sooner  or  later  be  remitted,  and  which  ought  to  have 
been  repealed  long  ago,  the  equities  of  the  case  suggest 
the  repealing  of  all  the  federal  taxes  on  the  banks,  except 
the  tax  on  the  circulation. 

A second  burden  upon  the  banks  is  due  to  the  approach 
of  specie  resumption.  To  this  anticipation  is  in  part  ascribed 
that  accumulation  in  all  our  banks  of  idle  deposits  which 
there  is  not  activity  enough  to  employ  in  the  currents  of 
legitimate  business.  There  is  a pressure  in  every  part  of 
the  financial  machinery  which  closes  up  or  contracts  many 
of  those  avenues  of  commerce  and  trade  through  which 
the  banks  earn  their  profits.  Moreover,  much  of  the  strain 
attending  the  restoration  of  specie  payments,  will,  of 
necessity,  concentrate  its  forces  upon  the  banking  system. 
For  these  and  other  reasons  it  is  clear  that  the  complaints 
of  the  banks  are  perfectly  just  and  that  banking  institutions 
have  to  contend  with  peculiar  embarrassments,  which  render 
it  eminently  fit  that  their  fiscal  burdens  should  be  made 
as  light  as  possible. 

If  Congress  should  adopt  the  enlightened  course  recom- 
mended, it  will  assimilate  our  legislation  to  that  of  the  older 
countries  of  Europe,  in  none  of  which  is  any  special  tax 
paid  by  the  banks,  except  a light  one  upon  their  circulating 
notes.  To  illustrate  the  extent  of  the  popular  agitation  in 
reference  to  bank  taxation,  we  might  point  to  the  news- 
papers where  the  subject  has  been  frequently  discussed  in 
connection  with  the  suits  which  have  been  recently  decided 
in  the  various  courts.  Two  of  these  cases  are  reported  in 
subsequent  pages  of  this  issue.  One  is  that  of  the  Gallatin 
National  Bank  vs.  The  Commissioners  of  Taxes  of  New  York. 
This  case  originated  in  the  dispute  which  we  discussed  a few 
months  ago.  For  several  years  past  the  banks  in  this  city 
have  paid  the  taxes  for  their  shareholders,  and  the  shares 
have  been  assessed  at  par.  For  the  present  year,  the  Com- 
missioners resolved,  for  reasons  to  which  we  will  presently 
advert,  to  increase  or  diminish  the  valuation  according  as 
the  shares  were  worth  more  or  less  than  par  at  their  actual 
value.  The  banks  remonstrated  with  the  Commissioners  at 
this  change  of  policy.  Eventually,  however,  most  of  them 
paid  their  taxes,  and  only  two  of  the  banks  appealed  to  the 
courts.  One  of  these  was  the  Tradesmen's  Bank,  whose  suit 
is  not  yet  concluded  ; the  other  is  the  Gallatin  Bank,  whose 
suit  has  just  been  decided  against  the  bank.  The  opinion 
was  delivered  by  Mr.  Justice  Brady,  who  sustains  the  prin- 
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ciple  adopted  by  the  Commissioners,  that  bank  shares  must 
be  assessed  at  their  actual  value,  so  that  whether  the  value 
of  the  shares  exceeds  par  or  falls  below  it,  the  assess- 
ment must  also  correspond.  We  believe  the  officers  of  the 
Gallatin  Bank  intend  to  appeal  this  case,  and  to  carry  it 
into  the  highest  courts.  Their  argument  is,  that  the  United 
States,  in  conceding  to  the  separate  States  the  right  to  tax 
the  shares  of  National  banks,  regarded  these  shares  as  repre- 
senting a new  use  of  the  Government  securities  in  which 
the  capital  of  the  banks  is  invested,  and  that  the  new  use 
so  authorized,  was  properly  taxable.  But  as  the  tax  par- 
takes of  the  nature  of  a royalty  for  a grant  annexed  to  the 
franchise,  the  taxes  by  the  State  are  permitted  to  be  imposed 
without  any  respect  whatever  to  the  character  or  description 
of  the  property  or  capital  of  the  bank.  On  this  theory,  they 
contend  that  the  par  value  of  bank  shares  is  the  fixed  value 
for  taxation,  whether  the  shares  may  happen  to  have  an 
actual  value  above  or  below  the  nominal  amount  or  not. 

There  is  no  doubt  that  this  view  coincides  with  the  inter- 
pretation of  the  Tax  Laws,  which  was  in  vogue  in  this  city 
until  a year  or  two  ago.  But  it  was  overthrown  by  a case 
decided  in  the  Supreme  Court  of  this  State.  In  November, 
1874,  a suit  was  brought  to  compel  the  Board  of  Assessors 
of  the  city  of  Albany  to  change  the  valuation  for  tax  pur- 
poses of  certain  bank  shares.  In  deciding  this  case,  the 
Court  laid  down  the  principle  that  the  rule  of  assessment 
must  be  the  actual  value  and  not  the  par  value  of  the  shares 
in  question.  Prior  to  that  decision,  the  par  value  was,  as 
we  have  said,  the  ordinary  valuation  adopted  in  this  city. 
Perhaps  it  would  be  as  well  to  have  the  validity  of  this 
principle  tested  in  the  courts,  but  the  better  opinion  is  per- 
haps that  a more  judicious  course  would  be  for  the  banks 
to  make  no  doubtful  efforts  to  control  the  State  taxation  by 
means  of  suits  at  law.  Where  inequalities  prevail  and 
injustice  is  done,  a remedy  can  be  applied  by  the  Legis- 
latures of  the  various  States,  which  will  certainly  be  unwil- 
ling to  legislate  so  as  to  injure  the  banks  or  drive  them 
out  of  the  business  by  excessive  taxation.  In  the  absence 
of  new  legislation  on  the  part  of  Congress  or  the  several 
States,  it  may  be  doubted  whether  the  Supreme  Court  of  the 
United  States  will  not  sustain  the  view  of  the  law  which  was 
taken  by  Judge  Brady  in  his  decision  above  referred  to. 
This  is  the  more  probable,  from  the  second  case  which  we 
report  in  this  number  of  the  Banker's  Magazine,  in  respect 
to  the  taxation  of  bank  shares.  This  case  was  tried  in  the 
U.  S.  Circuit  Court  of  Missouri,  in  the  September  Term. 
The  question  in  dispute  was  not,  however,  precisely  the 
same  as  that  of  the  Gallatin  Bank,  and  we  must  reserve  our 
comments  upon  it. 
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THE  BANKS  AND  OUR  WAR  FINANCE. 

BY  DR.  GEORGE  MARSLAND. 

We  have  become  so  much  accustomed  in  late  years  to 
speak  of  “ hundreds  of  millions,”  in  discussing  Government 
finance,  that  we  can  with  difficulty  bring  ourselves  to  the 
same  state  of  mind  with  which,  at  the  outbreak  of  the  war 
in  1 86 1,  the  small  loans  of  that  period  were  regarded.  The 
first  large  sum  of  money  which  was  ever  raised  by  loan,  for 
war  purposes  in  this  country,  was  the  great  Bank  Loan  of 
August,  1 86 1.  No  financial  machinery  existed  apart  from 
the  Clearing-House,  by  which  operations  of  such  magnitude 
could  be  legitimately  conducted  for  the  payment  of  the  large 
instalments,  which  were  then  absolutely  needful  for  the  safety 
of  the  Government  and  the  success  of  the  war.  This  trans- 
action, small  as  it  may  appear  to  us  at  this  late  day,  was 
pronounced  at  the  time  to  be  “one  of  the  most  important 
financial  negotiations  of  the  present  century.”  The  banks  of 
this  city,  not  only  united  themselves  together  for  the  first 
time  in  a compact  syndicate,  but  they  admitted  into  this 
syndicate  the  banks  of  Boston  and  Philadelphia,  and  they 
agreed  to  pay  into  the  treasury  of  the  United  States,  within 
a limited  period,  a loan  of  one  hundred  and  fifty  millions  of 
dollars.  With  the  exception  of  the  famous  “ Loyalty  Loan,” 
of  eighteen  millions  sterling  in  1798,  in  England,  and  the 
French  loan  of  $ 100,000,000,  in  1855,  no  Government  had 
ever  received  so  striking  a proof  of  the  patriotism  of  its 
capitalists  as  was  exhibited  in  this  syndicate  loan  of  1861. 

The  ease  and  promptitude  with  which  the  negotiation  was 
finished  were  the  more  remarkable,  because  of  the  imminent 
peril  in  which  the  Government  was  placed  at  the  mo- 
ment when  this  loan  was  taken.  The  battle  of  Bull  Run 
had  occurred  a few  days  before,  and  Secretary  Chase,  when 
he  visited  this  city  for  the  purpose  of  consulting  with  the 
bankers  and  capitalists  on  this  subject,  was  obliged  to  come 
here  by  way  of  Annapolis,  because  the  communications  be- 
tween Washington  and  New  York  were  interrupted.  He 
reached  New  York,  loth  August,  and  remained  in  continual 
conference  with  our  bankers  and  financial  men  until  the  i6th 
of  the  same  month.  During  these  six  days  the  negotiations 
were  completed,  and  he  returned  to  Washington  with  the 
guarantee  that  the  banks  of  the  three  cities  would  take  150 
millions  of  dollars  of  the  bonds  and  notes  which  had  been 
authorized  in  the  Loan  Acts  of  July  17  and  August  5,  1861. 

At  the  first  meeting,  convened  by  Mr.  Cisco,  a large  number 
of  our  leading  bankers,  merchants,  and  capitalists  were  pres- 
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ent.  After  considerable  desultory  conversation,  the  president 
of  one  of  our  city  banks  made  a suggestion  which  was  partly 
discussed  at  the  meeting ; and  it  seemed  so  important  to 
Secretary  Chase  that  he  called  next  morning  upon  the  pro- 
poser of  it,  and  urged  him  to  summon  the  Clearing-House  banks 
together,  and  to  endeavor  to  put  it  into  a practical  working 
form.  The  plan  was  very  simple  and  effective.  It  consisted 
of  three  parts  : First,  the  Government  was  to  issue  interest- 

bearing  securities  but  no  paper  money;  the^e  interest-bearing 
securities  were  to  be  taken  by  the  banks,  and  no  other  means 
of  raising  funds  for  war  purposes  were  to  be  adopted,  but 
the  sale  by  the  Treasury  of  interest-bearing  bonds  and  notes. 
This  was  the  first  proposition.  The  second  was,  that  the  banks 
should  agree  to  take  150  millions  of  these  securities,  and  to 
pay  to  the  order  of  the  Government  150,000,000  at  the  rate 
of  three  or  four  millions  a week,  which  was  about  the  sum 
which  the  Secretary  estimated  as  needful.  Thirdly,  the  banks 
in  their  Clearing-House  settlement  were  to  agree  to  use  loan 
certificates  based  upon  these  Government  securities.  A plan 
to  issue  loan  certificates  had  been  used  in  1858,  and  a 
similar  scheme  had  been  devised  some  months  before  the 
bombardment  of  Fort  Sumter,  but  till  this  time  it  had  not 
been  put  into  operation.  This  plan  of  loan  certificates  was 
to  be  one  of  the  main  features  of  the  new  scheme  for  the 
placing  of  the  war  loan  ; and,  at  the  desire  of  Mr.  Chase, 
the  officers  of  the  banks  were  convened  once  more,  and  the 
scheme  in  its  chief  details  was  laid  before  them.  The 
meeting  was  held  August  15th,  1861,  thirty  nine  banks 

being  represented.  Subjoined  is  a copy  of  the  resolutions, 
which  were  passed  unanimously,  the  votes  being  taken  by  a 
call  of  names  : 

1.  An  immediate  issue  to  be  made  by  the  United  States 
Treasury  Department  of  treasury  notes  dated  August  15,  1861, 
bearing  interest  from  that  date,  at  7.30  per  cent.,  to  the 
extent  of  fifty  millions  dollars. 

2.  The  banks  of  New  York,  Boston  and  Philadelphia  asso- 
ciated, to  take  jointly  this  fifty  millions  at  par,  with  the 
privilege  of  taking  at  par  an  additional  fifty  millions  Octo- 
ber 15th,  by  giving  their  decision  to  the  Department  October 
I St  ; and  also  at  par  fifty  millions  December  15th,  by  giving 
their  decision  December  ist,  unless  said  amount  shall  have 
been  previously  subscribed  as  a national  loan.  It  being 
understood  and  agreed,  that  no  other  government  stocks, 
bonds  or  treasury  notes,  (except  treasury  notes  payable  on 
demand,  and  the  Oregon  war  loan,)  shall  be  negotiated  or 
paid  out  by  the  Government  until  February  ist,  1862,  should 
the  associates  avail  of  both  privileges,  or  until  December 
15th,  1861,  should  they  avail  of  the  first  only,  or  until 
October  15th,  1861,  if  they  take  but  the  present  fifty  millions. 
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except  that  the  Government  may  negotiate  in  Europe  or 
through  subscriptions  to  the  national  loan. 

3.  An  appeal  to  the  people  for  subscriptions  to  the  na- 
tional loan,  to  be  made  by  the  Government,  and  as  the 
subscriptions  for  the  notes  progress  and  the  moneys  are  paid 
in,  the  same  shall  be  paid  over  to  the  Government  or 
deposited  with  banks  selected  by  the  Secretary  of  the 
Treasury,  with  the  concurrence  of  a committee  of  the  asso- 
ciates ; and  so  much  of  the  proceeds  of  said  loan  as  shall 
be  required  for  the  purpose,  shall  be  applied  in  reimburse- 
ment of  the  associates  for  subscriptions  by  them  paid  in 
and  not  otherwise  reimbursed.  The  treasury  notes  issued 
to  the  associates,  so  far  as  the  New  York  banks  are  con- 
cerned, shall  be  received  by  the  Loan  Committee  of  New 
York  banks  at  ninety  per  cent,  as  a basis  for  issuing  clear- 
ing-house certificates  to  any  bank  desiring  under  the  existing 
arrangement,  (which  must  necessarily  be  continued,)  and  the 
subscription  of  the  banks  shall  be  in  the  proportion  of  capi- 
tal, except  that  the  interest  and  proportion  of  no  one  insti- 
tution shall  exceed  one-tenth  of  the  whole  fifty  millions  of 
dollars. 

4.  On  the  I St  of  October,  should  the  associates,  for  any 
cause,  decide  not  to  avail  of  the  privilege  of  taking  the 
second  fifty  millions,  then  the  balance  of  notes  remaining  of 
the  fifty  millions  already  taken  by  them  shall  be  appor- 
tioned and  divided  among  them,  pro  raid,  and  they  shall 
make  payment  for  their  respective  proportions. 

5.  Of  the  sums  subscribed  by  the  associates,  ten  per  cent, 
shall  be  paid  forthwith  to  the  Assistant  Treasurer  at  New 
York,  Boston  or  Philadelphia,  and  the  residue  shall  be  placed 
to  the  credit  of  the  United  States  on  the  books  of  the 
banks  subscribing.  Certificates  shall  be  issued  to  each  sub- 
scriber, stating  the  amount  so  paid  in  and  deposited  ; and 
as  the  deposits  shall  be  withdrawn  or  paid  into  the  treasury, 
(which  shall  be,  as  nearly  as  may  be,  in  proportion  of  the 
several  subscriptions.)  Treasury  notes  bearing  7.30  interest 
shall  be  issued  in  equal  amounts  to  the  subscribers  respect- 
ively. And  when  the  deposits  shall  be  entirely  paid  to  the 
United  States,  treasury  notes  for  ten  per  cent,  originally 
paid  shall  also  be  issued,  and  all  notes  issued  to  such 
subscribers  shall  bear  even  date  with  the  certificates,  and 
carry  interest  from  such  date. 

6.  In  part  payment  of  deposits  for  the  first  fifty  million 
dollars,  the  Treasury  Department  will  receive  from  the 
associates  any  past  due  treasury  notes,  or  sixty-day  treasury 
notes.  Should  the  second  amount  of  fifty  million  dollars  be 
taken  by  the  associates,  the  IDepartment  will  receive,  on 
account  of  deposits,  any  treasury  notes  outstanding,  except 
7.30  per  cent,  notes. 

7.  The  transaction  on  the  part  of  the  associates  may  be 
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conducted  by  a committee  in  New  York,  in  which  the  banks 
of  Boston  and  Philadelphia  should  be  represented ; which 
committee  should  meet  daily  for  the  direction  of  details, 
and  at  least  weekly  for  deliberation  and  consideration  of  im- 
pK)rtant  business. 

8.  In  addition  to  the  banks  of  New  York,  Boston  and 
Philadelphia,  it  would  be  desirable  that  other  parties  should 
become  associate — say  trust  companies,  savings  banks,  insu- 
rance companies  and  private  bankers  — who  in  lieu  of  pro  raia 
of  capital  should  designate,  when  joining  the  association, 
what  amount  of  interest  they  decide  to  take. 

9.  The  capital  of  the  banks  of  New  York,  Boston  and 
Philadelphia,  and  the  respective  proportions  under  a pro  rata 
division  would  be  as  follows  : 

Bank  Capital,  Pro  rata  proportion  0/ fifty  milliont. 


New  York $70,000,000  ..  $29,500,000 

Boston 3^000,000  ..  15,500,000 

Philadelphia 12,000,000  ..  5,000,000 


It  was  proposed  that  the  division  should  be,  say  to  New 
York,  ^ 35,000,0000  ; Boston,  $ 10,000,000  ; Philadelphia, 
$5,000,000. 

It  will  be  seen  that  the  prohibition  of  paper  money  issues 
was  not  included  in  the  agreement  between  the  banks  and 
the  Secretary  of  the  Treasury  as  finally  closed.  Much  anxious 
discussion  was  had  on  the  subject,  and  the  banks  were 
desirous  to  avoid  raising  any  impediment  in  the  way  of  the 
legitimate  operations  of  the  Treasury.  They  were  therefore 
content  with  the  assurance  of  Mr.  Chase,  that  except  in  some 
urgent  and  unavoidable  necessity,  he  would  not  avail  himself 
of  the  permission  contained  in  the  law  to  issue  treasury 
notes.  When  the  plan  was  finally  completed,  and  the  agree- 
ment among  the  banks  at  New  York  was  closed,  copies  of 
the  agreement  were  sent  to  the  banks  of  Boston  and  Phila- 
delphia, and  their  cooperation  was  earnestly  solicited.  Before 
the  New  York  banks  closed  their  proceedings,  they  passed 
two  resolutions,  one  of  which  expressed  the  thanks  of  the 
meeting  to  Mr.  Chase,  “ for  the  patient,  clear  and  forcible 
manner  in  which  he  had  presented  the  financial  condition  of 
the  Government  and  the  country  ” in  the  several  interviews 
with  the  bank  officers  in  this  city.  The  resolution  also  stated 
that  Mr.  Chase  had  “confirmed  the  confidence  before  enter- 
tained in  the  wisdom,  integrity  and  efficiency  of  the  adminis- 
tration of  his  department  of  the  Government.”  The  second 
resolution  was,  that  the  meeting,  in  assuming  the  great 
responsibility  of  furnishing  means  to  sustain  the  Government 
in  so  important  a crisis,  “ beg  leave  respectfully  to  express 
to  the  President  of  the  United  States  its  confident  expecta- 
tion that  the  Government  will,  without  respect  to  party  or 
personal  considerations,  so  conduct  its  affairs  in  every  depart- 
ment of  administration,  as  to  insure  vigor,  integrity,  economy 
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and  efficiency  to  the  triumphant  termination  of  the  war.”  A 
copy  of  the  last  resolution  was  sent  to  the  President  of  the 
United  States,  and  the  sentiments  which  it  embodied  were 
echoed  by  men  of  all  classes  throughout  the  country.  The 
results  of  this  meeting,  followed  as  it  was  by  similar  meet- 
ings of  the  banks  in  Boston  and  Philadelphia,  gave  an  im- 
mediate impulse  to  the  credit  of  the  Government,  and  the 
war  was  prosecuted  with  the  certainty  that  the  means  of  pay- 
ing for  the  supplies  and  munitions  required  would  be  forth- 
coming. 

It  will  be  remembered  that  of  each  fifty  millions  of  the 
aggregate  loan,  thirty-five  millions  were  allotted  to  New  York. 
On  referring  to  the  report  of  the  New  York  banks,  presented 
to  the  Clearing  House  after  the  loans  had  been  cleared  up, 
we  find  that  the  first  loan,  which  was  contracted  for  August 
15th,  1861,  began  to  be  paid  by  the  banks  August  19th,  the 
tenth  and  final  instalment  being  paid  on  the  24th  October. 
Prior  to  the  completion  of  these  payments,  a second  loan 
for  the  same  amount  was  contracted  for  on  the  ist  October. 
The  first  instalment  of  this  loan  was  paid  29th  October,  and 
was  followed  by  nine  subsequent  payments,  ending  January 
15th,  1863.  A third  loan  had  been  contracted  for  on  Novem- 
ber i6th,  1861,  on  which  the  first  payment  was  made  Decem- 
ber loth,  1861,  and  was  followed  by  eight  other  payments, 
ending  February  4th,  1862.  Of  these  three  loans,  the  first 
two  were  made  upon  seven-thirty  Treasury  notes,  and  the 
third  upon  six  per  cent,  long  bonds.  The  seven -thirties  were 
taken  by  the  banks  at  par,  and  the  six  per  cent,  gold-bonds 
at  the  rate  of  89.322463831.  This  price  was  agreed  upon 
after  an  elaborate  calculation,  so  as  to  reduce  the  six  per 
cent,  bonds  to  a seven  per  cent,  investment. 

One  of  the  embarrassments  connected  with  this  loan  origin- 
ated in  the  delay  on  the  part  of  the  Government  in  sup- 
plying the  securities  which  had  been  purchased  by  the  banks. 
The  seven-thirties  of  the  loan  of  August,  1861,  were  nearly 
all  sold  by  the  Government  on  account  of  the  banks.  Of  the 
thirty-five  millions  subscribed  for,  no  more  than  $3,937,500 
remained  unsold  ; and  these  were  delivered  from  the  Treas- 
ury to  the  banks  14th  January,  1862.  A week  afterwards,  on 
the  22d  January,  1862,  twenty-one  millions  of  the  seven- 
thirties  of  the  loan  of  October  ist,  1861,  were  also  delivered 
to  the  banks.  In  consequence  of  the  delay  in  the  delivery 
of  the  bonds,  the  Government  received  the  money  from  the 
banks  a considerable  time  before  the  banks  could  receive  and 
use  the  securities  which  they  had  paid  for.  To  meet  the 
emergency,  the  banks  were  obliged  to  devise  the  system  of 
loan  certificates.  These  certificates  were  used  for  Clearing- 
House  purposes.  The  first  were  issued  September  19th,  1861. 
At  that  date  the  sum  of  $23,100,000  in  coin  had  been  paid 
into  the  U.  S.  Treasury  on  account  of  the  thirty-five  mil- 
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lions  of  seven -thirties  subscribed  for  Augfust,  19th,  1861.  Of 
these  twenty-three  millions  disbursed  by  the  banks,  the  Gov- 
ernment had  repaid  to  them  no  more  than  $ 5,600,000. 
Hence  the  banks  had  been  depleted  of  their  specie  reserve 
to  the  extent  of  $17,500,000. 

Another  embarrassment  of  the  banks  arose  from  the  cir- 
cumstance that  Mr.  Chase  began  to  issue  demand  notes  with 
considerable  rapidity.  As  above  stated,  he  had  refused,  at 
the  conference  of  August  with  the  banks,  to  accede  to  the 
urgent  representation  of  the  banks,  that  a promise  should  be 
given  that  the  Treasury  would  not  avail  itself  of  the  resource 
of  paper  issues  which  were  authorized  in  the  act  of  Congress. 
And  although  some  of  the  banks  were  extremely  desirous  to 
insist  upon  the  assurance  that  Mr.  Chase  should  use  the 
Clearing  House  and  draw  upon  the  banks,  and  that  no  paper 
money  should  be  issued,  as  a condition,  without  which,  specie 
payments  could  not  be  sustained.  The  resolutions  to  that 
effect  were  withdrawn  at  the  meeting  preliminary  to  the  loan 
of  August,  1861,  lest  there  should  be  any  disturbance  in  the 
unanimity  and  cordial  association  between  the  Treasury  and 
the  banks. 

A third  difficulty  which  arose  has  just  been  suggested.  The 
banks  began  rapidly  to  lose  their  specie  reserve.  As  Mr. 
Chase  refused  to  use  proper  precautions,  this  result  was  pre- 
cisely what  had  been  anticipated.  Indeed  no  government,  in 
time  of  war,  has  ever  issued  paper  money  to  any  serious  ex- 
tent, without  producing  the  hoarding  of  gold  at  home  and 
its  export  to  foreign  countries.  Mr.  Chase  thought  he  ought 
to  insist  on  payment  in  gold  from  the  banks  on  the  loans 
they  had  taken.  This  he  supposed  would  insure  specie  pay- 
ment. He  failed  to  understand  that  he  was  taking  just  the 
very  course  that  would  cause  suspension.  He  did  not  know 
that  gold  to  be  useful  in  modem  banking,  needs  to  be  con- 
centrated where  it  is  wanted.  And  the  place  in  which  a gold 
reserve  is  wanted  is  in  the  vaults  of  those  banks  which  act 
as  the  great  centres  of  the  financial  mechanism.  In  this 
country  the*  gold  reserves  in  our  New  York  banks  execute 
their  functions  for  the  benefit  of  the  whole  system  of  banks 
throughout  the  country.  By  the  wonderful  machinery  of  our 
day,  an  amount  of  gold  in  New  York  is  instantly  available 
to  pay  debts  in  any  part  of  this  continent,  from  Maine  to 
the  Gulf,  and  from  the  Atlantic  seaboard  to  California.  If 
Mr.  Chase  had  realized  the  fact  that  the  gold  in  our  New 
York  banks  was  a reserve  for  the  whole  of  our  banking 
system,  he  would  never  have  dared  to  remove  it  to  the  Sub- 
Treasury.  It  is  singular  that  he  should  not  have  understood 
that  in  the  ordinary  course  of  business,  the  checks  and  the 
Clearing  House  and  the  other  facilities  of  our  modern  bank- 
ing system,  enable  our  people  to  make  payments  every  day 
to  the  amount  of  fifty  or  sixty  millions  of  dollars  in  New 
York,  with  the  use  of  two  or  three  millions  of  gold,  and 
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that  even  that  sum  in  specie  was  not  carried  away  from 
the  banks,  but  was  merely  moved  from  the  vaults  of  some 
of  the  banks  to  those  of  their  neighbors.  Yet  so  it  was. 
And  to  this  ignorance,  as  its  chief  cause,  we  probably  owe 
the  suspension  of  the  banks  in  December,  i86i.  At  that 
period  the  whole  payments  which  were  carried  on  every  day 
in  the  United  States,  was  estimated  at  ^200,000,000.  For 
these  payments  very  little  specie  was  actually  drawn  out  of 
the  banks  and  dispersed  among  the  masses  of  people.  The 
foreign  exchanges  were  such  that  gold  had  been  for  two 
or  three  years  attracted  to  this  country  in  consequence  of 
the  large  volume  of  our  exports.  Hence  the  banks  were  in 
a very  strong  position,  and  when  the  loan  of  August,  1861, 
was  taken,  there  was  every  prospect  that  the  banks  could 
have  sustained  specie  payments  and  could  have  supplied  the 
Treasury  with  all  the  funds  required  for  the  vigorous  pros- 
ecution of  the  war. 

This  expectation  was  confirmed  by  the  provision  introduced 
into  the  law  of  August  5th,  1861,  for  the  express  purpose  of 
authorizing  the  Secretary  to  use  the  Clearing-House  and 
check  system  in  the  receiving  and  disbursing  of  the  public 
monies.  Such  a reform  of  the  Treasury  law  of  1846  was  so 
necessary  that,  without  the  confidence  with  which  it  inspired 
the  banks,  they  might  in  all  probability  have  been  pre- 
vented from  venturing  to  take  the  loan  of  August,  1861, 
and  the  Treasury  would  have  plunged  earlier  and  deeper 
into  the  abyss  of  irredeemable  paper  issues. 

In  view  of  these  facts  we  find  that  two  active  forces 
combined  their  influence  to  weaken  the  banks  at  this  criti- 
cal period  of  our  financial  history.  First  there  was  the 
issue  of  paper  money  in  the  shape  of  demand  notes  by  the 
Treasury  ; and  secondly  there  was  the  persistent  demand  of 
Mr.  Chase  that  the  banks  should  pay  into  the  Treasury 
their  contributions  to  the  various  loans  in  gold.  When  the 
banks  agreed  originally  to  take  these  loans,  it  was  hoped  and 
expected  that  Mr.  Chase  could  be  made  to  understand  the 
importance  of  using  the  Clearing-House  and’  the  check 
system,  for  the  receiving  of  the  installments  of  the  loans,  and 
for  the  disbursement  of  the  funds  to  the  creditors  of  the 
Government.  That  hope  was  not  realized,  and  Mr.  Chase 
insisted  that  the  banks  should  pay  their  installments  in  coin. 
In  other  words,  he  demanded  of  the  banks  that  those  pre- 
cious accumulations  of  specie  which  constituted  the  banking 
reserves  of  the  whole  country,  and  upon  which  the  great 
fabric  of  our  financial  and  commercial  solvency  was  built, 
should  be  taken  away  from  their  proper  place  and  deposited 
in  the  Sub-Treasury.  From  the  Treasury  the  specie  was  scat- 
tered and  dispersed  throughout  the  country,  and  w’as  there- 
fore speedily  lost  so  far  as  the  legitimate  functions  were 
concerned,  which  it  performed  in  sustaining  the  solvency  of 
the  banks  and  the  supporting  of  specie  payments. 
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ECONOMIC  SCIENCE  AND  ITS  LEADERS. 

No.  II.  Francis  Hutcheson. 

We  doubt  if  many  ordinary  readers  of  economic  literature 
could  pass  a very  good  examination  as  to  the  claims  of  Pro- 
fessor Hutcheson,  as  one  of  the  founders  of  economic  science 
in  England.  His  position  as  a teacher,  both  of  ethical  and 
political  science,  has  never  been  as  high  as  his  merits  justify. 
He  was  one  of  those  men  who  abound  in  every  period  of 
great  intellectual  activity,  and  whose  mission  appears  to  be 
to  strike  out  new  pathways  for  human  thought,  and  to  show 
the  direction  in  which  other  men  afterward  travel  and  ob- 
tain the  honor  of  pioneers.  Destitute  of  vanity  or  of  self- 
seeking  ambition,  Hutcheson  was  an  eloquent  expounder  of 
metaphysical  and  moral  truths,  and  he  was  by  no  means 
weak  in  such  intellectual  gifts  as  lead  to  original  research. 
A man  who  in  these  particulars  somewhat  resembled  him. 
Sir  James  Mackintosh,  says  of  Hutcheson,  that  ‘‘a  careful 
perusal  of  the  writings  of  this  now  little-studied  philosopher, 
will  satisfy  the  well-qualified  reader  that  Dr.  Adam  Smith’s 
ethical  speculations  are  not  so  unsuggested  as  they  are  beau- 
tiful.” We  shall  find  reason  to  believe  if  we  investigate  the 
evidence,  that  what  Mackintosh  says  of  Smith’s  ethical  origin- 
ality, is  equally  true  of  his  claims  as  a teacher  of  political 
economy. 

Hutcheson’s  services  as  a leader  in  economic  investigation, 
rest  upon  three  simple  facts.  First,  he  was  the  only  Profes- 
sor in  any  European  university,  who,  prior  to  Adam  Smith, 
introduced  political  economy  as  a recognized  part  of  the  pub- 
lic instruction  and  lectures.  He  was  not  indeed  formally 
acknowledged  as  the  Professor  of  political  economy.  No  such 
chair  was  in  existence  in  Europe  till  that  of  Genovesi,  in 
1764,  in  Italy.  Hutcheson’s  chair  was  that  of  moral  philoso- 
phy. He  was  appointed  in  the  year  1729,  in  consequence  of 
the  patronage  of  Lord  Molesworth,  Archbishop  King,  and 
other  men  devoted  to  ethical  philosophy.  He  had  attracted 
the  attention  of  the  public  by  his  writings  while  resident 
in  Ireland,  where  he  was  born  in  1694,  and  devoted  himself, 
like  his  father,  to  the  work  of  the  Christian  ministry  in  the 
Presbyterian  church.  His  whole  life,  after  his  appointment 
as  Professor  of  Moral  Philosophy,  was  spent  in  Glasgow, 
where  he  died  in  1746,  at  the  comparatively  early  age  of 
fifty-three.  There  is  no  evidence  as  to  the  reasons  which 
prompted  him  to  introduce  a course  of  economic  lectures  in- 
to his  regular  series  of  prelections  at  the  University.  But 
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his  example  was  followed  by  Adam  Smith,  and  it  is  not  im 
probable  that  but  for  Hutcheson's  efforts  Smith's  attention 
might  not  have  been  directed  to  the  subject,  and  the  world 
would  never  have  received  from  him  the  immortal  gift  of 
“ The  Wealth  of  Nations." 

The  next  claim  of  Hutcheson  as  an  economic  teacher, 
rests  upon  the  peculiar  basis  on  which  he  founded  the 
science.  Political  economy  as  he  understood  it,  was  a fabric 
which  to  be  built  aright  must  rest  upon  three  foundations. 
One  of  these  is  metaphysical,  another  physical,  and  a third 
legal.  Of  the  metaphysical  basis  of  political  economy, 
Hutcheson  says  that  it  comprehends  those  desires  of  man 
which  turn  towards  wealth  as  their  object.  It  is  well-known 
that  Hutcheson's  system  of  the  human  mind  recognized  two 
kinds  of  desires.  First,  those  which  are  primary  and  belong 
to  the  original  constitution  of  our  nature ; and  secondly, 
those  which  are  secondary,  or  turn  towards  such  things  as 
are  useful  to  gratify  the  primary  desires.  Lord  Karnes, 
who  was  contemporary  with  Hutcheson,  says  that  the  love 
of  wealth,  or  as  he  called  it,  ‘‘the  love  of  accumulation,"  is 
a primary  desire  of  human  nature.  Hutcheson  did  not 
agree  with  this  opinion,  which  has  found  very  few  follow- 
ers. According  to  his  system  the  desire  of  wealth  is  a 
secondary  desire,  and  belongs  to  the  subordinate  class  of 
affections  in  the  ethical  system.  We  desire  wealth  for  the 
uses  and  the  power  it  gives  us  to  gratify  the  primary  in- 
stincts and  desires  which  belong  to  our  interior  life. 

This  is  the  metaphysical  corner-stone  on  which  the  fabric 
of  Hutcheson  is  built.  The  second  basis  of  his  system  is 
physical.  Wealth  consists  in  objects  which  appeal  to  the 
secondary  desires  just  mentioned  ; and  these  objects  are  for 
the  most  part,  though  not  exclusively,  of  a material  nature. 
Economic  science,  then,  to  be  complete,  must  take  cogni- 
zance not  only  of  the  desires  interior  to  man's  mind,  and 
operating  wdthin  his  own  individual  bosom,  but  must  range 
throughout  the  material  universe,  and  comprehend  within  its 
purview  those  objects  on  which  man's  interior  desires  rest, 
and  by  which  these  desires  are  excited  and  satisfied. 
According  to  this  second  basis  of  political  economy,  the 
science  would  treat  of  those  objects  which  are  desired  by 
man,  and  which  constitute  in  every  age  and  in  every  language 
wbat  he  has  been  accustomed  to  speak  of  as  wealth. 

The  third  corner-stone  is  that  of  the  established  system  of 
law  or  jurisprudence.  In  every  age  and  amongst  every 
community,  it  is  for  the  Government  to  say  what  possessions 
and  property  of  its  subjects  shall  be  protected  by  the  law. 
Without  such  protection  wealth  cannot  exist.  Unless  the 
strong  arm  of  the  law  sustains  the  right  which  we  call 
property,  of  what  value  is  this  right  ? It  is  the  law  which 
prescribes  and  marks  out  what  possessions  shall  be  allowed 
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to  be  appropriated  by  individuals,  so  that  the  owners  can 
hire  them,  or  sell  them,  or  lend  them,  or  buy  them,  one 
with  another,  without  fear  and  in  perfect  security.  When 
William  the  Conqueror  and  his  successors  changed  the 
tenure  of  landed  property  in  England  from  allodial  to  feu- 
dal, a fundamental  change  was  made  in  the  nature  of  those 
rights  which  were  vested  in  the  possessors  of  the  soil 
throughout  that  country.  When  slavery  was  abolished 
throughout  the  dominions  of  Great  Britain  many  years  ago, 
an  important  class  of  property  was  abolished  and  destroyed, 
which  formerly  was  recognized  as  of  great  economic  value. 
This  destruction  was  made  by  the  operation  of  law,  just  as 
its  creation  had  been  due  to  the  protection  of  the  law.  The 
same  phenomenon  took  place  in  our  own  country  when 
slavery  was  abolished.  An  immense  amount  of  wealth,  for- 
merly recognized  as  subject  to  barter  and  sale,  and  as  pro- 
tected by  the  same  law  which  sustained  all  other  property, 
was  annihilated  and  ceased  to  exist.  These  illustrations 
show  us  the  nature  and  limit  of  this  third  foundation  — 
that  of  jurisprudence  and  legal  right — on  which  Hutcheson 
reared  the  fabric  of  his  science  of  political  economy. 

But  there  are  other  claims  which  might  be  urged  in  favor 
of  Hutcheson  as  one  of  the  earliest  and  most  noteworthy 
founders  of  economic  science.  His  lectures,  for  instance, 
contain  the  first  attempt,  we  believe,  which  is  recorded  in  his- 
tory, to  define  the  nature  of  wealth.  According  to  Hutch- 
eson, wealth  consists  of  those  things  which  are  desired  by 
man.  ‘^Any  thing,'*  says  he,  ‘‘which  is  not  desired,  ceases 
to  be  wealth."  Another  quality  which  is  needful  to  the  idea 
of  wealth,  is  difficulty  of  acquisition.  A thing  must  cost 
effort  and  human  exertion  or  nobody  will  want  to  buy  it, 
and  it  will  be  excluded  from  the  category  of  wealth. 

It  is  objected  that  this  definition  of  wealth  is  extremely  vague; 
and  leaves  out  of  view  the  fundamental  quality  of  exchange- 
ableness. Nothing  is  wealth  which  cannot  be  exchanged  for 
something  else.  However  much  a thing  may  be  desired,  and 
however  difficult  it  may  be  to  acquire,  it  is  excluded  from  the 
category  of  wealth,  unless  it  can  be  owned  as  property,  and 
unless  the  rights  of  ownership  and  possession  can  be  legally 
transferred  by  the  owner.  So  fundamental  is  this  quality 
to  the  idea  of  wealth  that  Archbishop  Whately  proposed 
to  change  the  name  of  Political  Economy  for  that  of 
“Catallactics,"  or  the  “Science  of  Exchange." 

Lord  Lauderdale  complains  of  Adam  Smith  that  he  nowhere 
attempts  a definition  of  wealth.  The  reason  for  this  omis- 
sion has  never,  we  believe,  been  explained.  Perhaps  he  was 
discouraged  from  the  undertaking  by  having,  as  a student, 
remarked  the  imperfect  success  which  attended  the  laborious 
attempts  of  his  tutor  Hutcheson,  to  arrive  at  a scientific 
definition,  which  should  be  at  once  clear,  precise,  and  prac- 
tically useful. 
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Since  the  conviction  and  punishment  of  Mir^s,  the  great 
railway  speculator,  in  i86i,  there  have  scarcely  been  any 
trials  of  distinguished  financial  adventurers  in  Europe  which 
will  compare  in  interest  with  the  two  very  suggestive  ones 
which  have  recently  been  concluded.  The  first  is  that  of 
Guiseppe  Mantegazza,  sixth  Marquis  of  Liscate,  who  was 
tried  in  August  before  the  Assize  Court  at  Bologna  charged 
with  forgery,  fraud,  and  falsification  in  forging  the  names 
of  King  Victor  Emanuel,  Prince  Humbert  of  Savoy,  and  the 
British  Consul  at  Florence,  to  a number  of  bills  of  ex- 
change. 

The  bills  and  papers  stated  in  the  act  of  accusation  to 
have  been  forged  by  Mantegazza  were  divided  under  three 
charges.  First,  the  bills  discounted  and  still  running  when 
Mantegazza  was  arrested,  and  which,  therefore,  also  consti- 
tute the  charges  of  fraud  against  him  : four  bills  of  50,000 
francs,  each  signed  with  the  King's  name  and  discounted,  one 
by  a Signor  Gallinetti  of  Milan  ; one  by  Messrs.  Maquay, 
Hooker  « Co.  of  Florence  ; one  by  the  banker  Pezzoli  of 
Paris ; and  the  fourth  by  the  Banca  Emilia  of  Bologna  ; 
two  bills  signed  with  the  name  of  Prince  Humbert,  one 
for  27,550  francs,  and  the  other  for  27,275  francs,  discounted 
by  the  banker  Pezzoli  of  Paris,  and  two  bills  for  100,000 
francs,  signed  by  Mantegazza,  with  attached  to  it  an  avalto^ 
or  guarantee,  signed  with  the  name  of  the  King.  Secondly, 
bills  discounted  and  paid  or  renewed  when  due  as  follows  : 
one  for  50,000  francs,  signed  with  the  King's  name,  and 
discounted  by  the  Duke  Visconte  de  Modrone  of  Milan. 
This  was  the  first  of  the  forged  bills,  which,  it  has  already 
appeared  in  the  course  of  the  proceedings,  were  pre- 
ceded by  others  actually  signed  by  the  King  and  the  Prince. 
Two  bills  for  50,000  francs  and  55,000  francs,  respectively, 
discounted  by  the  Banco  de  Credito  Italiano  ; one  for  50,000 
francs,  discounted  by  Messrs.  Maquay,  Hooker  & Co.  of 
Florence  ; and  three  for  50,000  francs  each,  which  were  not 
put  in  circulation.  All  these  bear  the  King's  name.  Thirdly, 
documents  fabricated  to  assist  in  carrying  out  these  opera- 
tions, and  which  consist  of  two  letters  of  proccura^  or  au- 
thorizations, signed  with  the  King's  name,  one  letter  of 
authorization  with  Prince  Humbert's  name,  and  with  this 
is  a certificate,  with  the  signature  and  stamp  of  the  British 
Consul  at  Florence,  testifying  to  the  validity  of  the  Prince’s 
signature,  and  other  similar  documents.  The  Marquis  ac- 
knowledged at  his  trial  that  all  the  bills  and  documents 
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mentioned  are  forgeries,  but  he  absolutely  denied  having 
been  the  author  of  them.  He  had,  he  said,  been  employed 
by  the  King  and  the  Prince  in  bond  fide  transactions,  and 
while  carrying  those  into  effect,  he  was  brought  into  con- 
nection with  a person  whose  name  he  refused  to  reveal. 
Under  that  person’s  authority,  which  he  believed  to  be  suf- 
ficient, he  acted  in  good  faith,  and  it  was  not  lyitil  the 
thing  had  gone  too  far  to  permit  of  his  retreating,  that  he 
discovered  the  true  state  of  the  case.  The  evidence  was, 
however,  too  strong  to  be  thus  explained  away.  The  trial 
closed.  The  Marquis  was  convicted,  and  sentenced  to  eight 
years’  penal  servitude. 

The  second  case  is  that  of  Strousberg,  the  great  German 
railway  king.  No  fraud  of  a gross  nature  was  charged 
against  him,  although  he  was  charged  with  misrepresentation 
of  the  value  of  securities,  and  with  other  high  crimes,  and 
especially  that  of  bribery.  The  trial  has  been  pending  a 
year,  and  closed  on  the  7th  November  last,  with  the  sen- 
tence of  the  prisoner  to  perpetual  banishment  from  Russia. 
As  was  stated  in  the  Banker’s  Magazine  for  November,  1875, 
the  charge  preferred  against  Dr.  Strousberg,  and  on  which 
he  was  arrested  and  detained  in  prison  at  Moscow,  was  the 
commission  of  offenses  against  the  Russian  commercial  laws 
involved  in  his  transactions  with  a certain  financial  associa- 
tion in  Moscow,  called  the  Commercial  Loan  Bank.  It  was 
laid  to  his  charge  that  he  secured  advances  from  the  bank 
on  terms  unduly  favorable  to  himself,  by  bribing  some  of 
its  chief  officials.  The  jury  found  Dr.  Strousberg  and 
parties  were  acquitted.  The  persons  accused  were  numerous 
MM.  Handen,  Poljanski,  and  Soumacher,  guilty..  The  other 
Seventeen  members  of  the  Council  of  the  Bank  were  charged 
with  having  presented  a fictitious  report  for  the  years  1873 
and  1874.  Two  of  the  Directors  were  accused  of  having 
accepted  bribes  front  Strousberg  to  advance  him  some 
7,000,000  roubles  without  sufficient  security,  and  of  having 
presented  to  the  shareholders  and  published  in  the  news- 
papers a false  balance-sheet  up  to  October  i,  1875,  fif- 
teen members  of  the  Council  were  charged  with  having, 
either  by  negligence  or  connivance,  facilitated  these  and 
other  nefarious  transactions. 

Of  the  career  of  Strousberg,  Banking  Life  in  London  says  : 
There  was  no  more  remarkable  financial  event  on  the 
Continent  of  Europe  in  1875  failure  of  Baron 

Strousberg.  He  was  not  altogether  unknown  in  London, 
having  been,  as  far  back  as  1850,  a writer  for  magazines  and 
newspapers.  There  was  a striking  fact  that  early  in  life  he 
kept  some  small  shop  ; while  in  1870  he  rented  a sumptuous 
house  at  the  West  End  ; then  became  familiarly  known  to 
Count  Bismarck,  under  whose  patronage  he  went  to  Berlin, 
and  in  that  city  developed  those  financial  schemes  which 
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proved  both  his  success  and  his  failure.  In  Roumania,  he 
started  a net-work  of  railways  ; in  Hungary,  he  projected 
the  North  Eastern  line  ; in  Russia,  the  Brest-Grayevo  ; in 
Germany,  the  Halle-Sorau,  the  Hanover-Altonbecken,  and  the 
Berlin-Posen  lines.  Besides  these,  he  had  acquired  other 
railway  concessions  which  were  to  be  beg^n  incontinently  ; 
he  had  just  established  a large  engine  manufactory  at  Han- 
over, completed  the  Berlin  cattle-market  and  slaughter- 
houses, and  was  increasing  and  re-organizing  his  ironworks 
at  Dortmund  and  Neustadt,  not  to  speak  of  other  important 
factories  on  a less  gigantic  scale.  Not  satisfied  with  these 
undertakings,  he  had  purchased  the  southern  citadel  of  Ant- 
werp, paying  3,500,000  francs  as  caution-money,  and  was  pre- 
pared to  cover  the  area  of  the  fortifications  with  dwelling 
houses,  forming  a new  quarter  of  the  town.”  His  troubles 
were  portrayed  by  a correspondent  in  the  London  Times  of 
November  20th,  1875,  follows  : 

“ In  the  midst  of  these  gigantic  speculations  he  was  sur- 
prised by  the  outbreak  of  the  war  between  Germany  and 
France.  The  blow  thus  inflicted  was  terrible,  and  he  never 
recovered  it.  Exerting  himself  to  the  utmost,  he,  indeed, 
succeeded  in  carrying  on  his  railway  lines,  and  before  the 
end  of  1870  completed  the  greater  part  of  the  Roumanian 
railway,  as  well  as  parts  of  the  Halle-Sorau  line*  and  the 
whole  of  the  Berlin-Posen  line.  But,  as  the  railway  directors 
whose  lines  he  constructed  were  paying  him  with  shares^  which, 
in  the  financial  depression  caused  by  the  war  could  only  be 
disposed  of  at  a considerable  loss,  millions  the  debtor  had 
counted  upon  were  never  realized.  Other  millions  were  lost 
by  the  shareholders  of  the  Brest-Grayevo  line  discontinuing 
the  payment  of  instalments.  If  these  accidents  went  far  to 
make  a catastrophe  inevitable,  the  embarrassments  of  the 
debtor  reached  an  unmanageable  height  upon  the  refusal 
of  the  Roumanian  Government  to  pay  the  January  interest 
of  the  Roumanian  lines  early  in  1871.  The  pros  and  cons  of 
the  question  have  been  so  often  discussed,  that  it  would  be 
needless  to  enter  upon  the  merits  of  the  case ; but  it  may 
be  mentioned  that  though  Strousberg  held  the  Roumanian 
Government  responsible  for  the  interest  due,  he,  on  the  refu- 
sal of  the  Bucharest  authorities  to  pay,  endeavored  to  estab- 
lish a Railway  Construction  Company,  to  which  he  meant  to 
hand  over  the  greater  part  of  his  property  and  under- 
takings, upon  condition  of  the  new  concern  advancing 
2,000,000  thalers  to  satisfy  the  claims  of  the  Roumanian 
shareholders.  Thanks,  however,  to  the  long  continuance  of 
the  war,  the  projected  company  could  not  be  established, 
and  the  Roumanian  interest  remained  unpaid.  From  that 
moment  the  credit  of  the  debtor,  almost  unlimited  in  1871, 
was  shaken.* 

The  expedients  resorted  to  amidst  these  difficulties  were 
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sufficient  to  keep  Strousberg  afloat  for  sometime  longer. 
He  sold  his  extensive  iron  works,  he  pledged  the  German 
estates,  and  mortgaged  other  property  to  the  Roumanian 
Railway  Company.  From  these  measures  he  raised  700,000 
thalers  to  pay  the  Discount  Company,  and  400,000  thalers  for 
the  Roumanian  Railway  Company.  Still  anxious  to  surmount 
his  difficulties,  he  sold  other  large  and  important  properties  ; 
yet  he  found  it  impossible  to  carry  on  his  enormous  railway 
undertakings.  He  therefore  abandoned  some,  but  contrived 
to  continue  the  Brest-Grayevo,  the  Halle-Sorau,  and  the  Han- 
over-Altenbecken.  He  was  then  daring  enough  to  conceive 
the  idea  of  recovering  his  Zbirow  estate  by  purchasing  a 
large  railway  carriage  manufactory,  a locomotive  manufactory, 
a railway  wheel  manufactory,  a rolling  mill,  Bessemer  iron 
works,  a number  of  puddling  furnaces,  blasting  furnaces,  &c.. 
To  connect  these  various  works  he  laid  down  a railway 
thirty-five  miles  in  length  on  his  own  property,  and  built  a 
city  for  workmen.  Then  he  endeavored  to  gain  a footing  in 
England,  but  was  foiled  in  so  doing  by  having  to  hurry  back 
to  Germany  to  meet  new  financial  difficulties  incurred  from 
the  immense  scale  of  his  Bohemian  works.  The  sale  of  his 
famous  picture  gallery,  and  of  the  Antwerp  concession,  sup- 
plied him  once  more  with  funds.  Then  he  parted  with  the 
right  to  finish  the  Hanover-Altenbecken  Railway  for  a con- 
sideration ; but  he  contrived  to  complete  and  open  for  traffic 
the  Halle-Sorau  and  Brest-Grayevo  lines.  In  1874  he  con- 
cluded an  agreement  with  M.  Polykoff,  the  Russian  railway 
contractor,  in  which  he  engaged  to  supply  him  with  2,000 
railway  carriages  within  a very  short  period  of  time.  To 
carry  out  this  contract  he  further  enlarged  his  Zbirow  manu- 
factory, and  purchased  another  railway  carriage  manufactory 
at  Budna  near  Prague.  The  carriages  made  under  the  con- 
tract were  destined  for  the  Kursk-Charkoff  line,  which  paid 
the  debtor  with  debentures,  on  which  the  Moscow  Commer- 
cial Bank  advanced  the  cash.  Thus  arose  the  connection  be- 
tween the  debtor  and  that  bank.  The  2,000  carriages  fur- 
nished and  delivered,  the  debtor  entered  into  an  agreement 
to  supply  2,000  more,  the  Moscow  Commercial  Bank  advanc- 
ing 1,800,000  roubles  on  the  strength  of  this  contract.  Thus 
busily  employed,  Strousberg  bought  back  the  Neustadt  Iron- 
works and  Siegen  mines,  acquired  the  Maria  Ironworks  at 
Dantzic,  all  being  greatly  improved  and  enlarged.  He  like- 
wise bought  at  St.  Petersburgh  a railway  carriage  manufac- 
tory, but  failed  to  get  orders  in  that  city. 

In  1875  the  final  catastrophe  began.  The  shares  of  the 
Mehltheur-Weida  Railway  proved  a drug  in  the  market ; 
then  on  the  Vienna  exchange  he  was  defeated  in  floating 
per  cent,  debentures,  and  finally  the  attempts  to  estab- 
lish a joint-stock  company  for  his  German  and  Bohemian 
mines  and  iron-works,  were  unsuccessful.  Thus  he  attained 
29 
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the  culminating  point  in  his  career,  and  in  the  autumn  ot 
1875  his  affairs  were  brought  before  the  civil  courts  for 
administration.  The  principal  difficulty  of  the  liquidation 
was  in  the  international  character  of  the  bankruptcy,  and 
the  different  legislations  of  the  countries  involved.  Some 
advantage,  however,  creditors  might  hope  to  derive  from  the 
Austro-Prussian  Convention  of  1844,  under  which  German 
creditors  might  assert  their  claims  either  at  Berlin  or  at 
Prague,  according  as  they  thought  fit.  The  Russian  and 
English  aspects  of  the  case  were  different.  Contrary  to 
what  had  been  stated,  no  real  property  had  been  handed 
over  by  the  debtor  to  his  wife,  except  the  Elbing  Railway 
Carriage  Manufactory.  Mrs.  Strousberg  had  at  once  declared 
her  willingness  to  yield  up  this  manufactory  to  her  hus- 
band's creditors,  but  its  value  in  a bankruptcy  case  was 
doubtful.  The  debtor  owned  in  Germany  the  landed  estates 
of  Radawnitz,  Womwellno,  Alt-Laube,  Priebisch,  Garth,  Lissa, 
Peisten,  Worinen,  Diepensee,  Waldersdorf,  and  Moholz.  In 
addition  to  these  he  owned  a house  at  Neidenburg,  and  a 
mansion  and  villa,  with  a good  deal  of  building  land,  at 
Berlin.  The  value  of  his  real  property  in  Germany  was 
officially  estimated  at  16,916,151  marks ; but  as  the  mort- 
gages amounted  to  13,818,880  marks,  the  utmost  of  the 
creditors  could  hope  to  realize  by  sale  was  about  3,000,000 
marks.  The  Neustadt  Ironworks  with  the  landed  estate  of 
Xaverlah,  as  well  as  divers  iron  mines  in  the  Siegerland  and 
Harz  and  the  Maria  Ironworks  at  Dantzic,  had  been  sold  by 
the  debtor  to  the  recently-established  company,  of  which  he 
was  the  only  shareholder ; but  their  actual  transfer  to  the 
company  had  not  yet  been  made.  The  personal  estate  of 
the  debtor  in  Germany,  as  far  as  could  be  seen,  consisted  of 
the  following  items:  — i.  Cash,  22,000  marks;  2.  A share  in 
the  Zoological  Garden  Company  of  750  marks  ; 3.  A library 
estimated  at  60,000  marks  ; 4.  Furniture  in  Berlin  mansion, 
70,690  marks  ; 5.  Object  of  Art  in  the  Berlin  mansion,  34,000 
marks  ; 6.  Cooking  apparatus,  etc.,  10,000  marks.  Adding  to 
this  some  minor  amounts,  they  got  a total  of  218,565  marks, 
against  “privileged  claims"  (operatives,  workmen,  etc.), 
reaching  to  122,000  marks.  From  all  this,  they  could  not 
but  arrive  at  the  conclusion  that  the  liquidation  of  the  case 
would  occupy  some  four  or  five  years,  at  the  end  of  which 
creditors  might  hope  to  receive  a trifling  fraction  of  their 
demands.  It  might  be  different  were  the  debtor  free,  and  in 
a position  to  cooperate  with  them  for  the  reconstruction  of 
the  shattered  fabric  before  them.  Their  special  commissary 
had  thought  it  his  primary  duty  to  do  all  in  his  power  to 
obtain  Baron  Strousberg’s  release  from  a debtor's  prison  in 
Russia. 

On  the  23d  October,  1875,  the  Commerce  and  Loan  Bank  of 
Moscow  stopped  payment,  the  cause  appearing  to  be  the 
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losses  of  the  bank  through  Dr.  Strousberg,  at  that  time  in 
Russia.  He  was  arrested  on  the  25th  in  St.  Petersburg,  ap-  , 
parently  as  a debtor  only,  though  criminal  charges  against 
some  of  the  directors,  who  had  also  been  arrested,  were 
hinted  at  by  the  Russian  press,  and  in  private  correspondence. 
Those  who  studied  these  events  knew  that  the  effect  would 
be  very  disastrous  to  the  Western  States  of  Europe,  because 
of  the  poor  communities  in  Russia  and  Germany,  and  their 
inability  to  struggle  against  adverse  circumstances.  The  capi- 
tal of  the  “ Commercial  and  Loan  Bank  of  Moscow  ” was 
about  £ 400,000,  its  liabilities  about  £ 2,500,000.  Its  failure 
was  sufficient  to  cause  general  alarm,  and  a run  on  other 
banks  soon  followed.  The  Russian  Government,  paternal  in 
its  solicitude  to  allay  apprehension,  sent  a delegate  from  St. 
Petersburg.  He  gave  the  assurance  that  the  disaster  had 
arisen  from  exceptional  circumstances ; assistance  was  ren- 
dered by  the  State  to  the  other  banks,  and  the  sense  of  re- 
stored confidence  was  enjoyed  which  generally  follows  that 
kind  of  intervention.  It  has  been  observed  that,  with  the 
recent  expansion  of  European  trade,  there  has  been  a con- 
siderable increase  of  banking  accommodation  in  Russia,  over- 
trading had  been  indulged,  and  a collapse  of  some  important 
interests  was  inevitable. 

After  the  Moscow  panic,  there  were  disturbances  in  St. 
Petersburg,  thus  described  in  the  Berlin  Borsen  Zeitung  of 
28th  October:  ‘‘The  failure  of  the  Moscow  Commerce  and 
Loan  Bank  has  given  the  signal  for  a succession  of  failures 
in  the  interior  of  Russia,  which  affect  St.  Petersburg  but 
little,  but  have  completely  shaken  confidence  in  the  princi- 
pal centres  of  trade  in  Poland,  and  Central  and  Southern 
Russia.  This  is  most  directly  shown  in  the  extensive  notices 
to  call  in  the  money  deposited  with  the  banks.  Particularly 
the  branches  of  the  International  Trade  Bank  in  Kiev,  and 
the  Warsaw,  ‘ Wechsel  Bank  ’ have  been  violently  pressed  for 
some  days.  Also  the  bank  of  Azov-Don,  in  Taganrog,  and 
the  Moscow  Merchants’  Bank,  have  had  to  withstand  a run.” 

These  facts  support  the  conclusion  that  the  Russian  Gov- 
ernment would  not  have  proceeded  with  so  much  severity  in 
this  case  but  for  some  peculiar  circumstances  which  made 
the  failure  of  Strousberg  of  some  political  importance.  It 
has  been  suggested  that  one  of  these  circumstances  was 
the  disturbance  which  it  caused  in  the  Russian  banking 
system,  and  the  shock  which  it  produced  in  the  credit  of 
Russia  abroad.  The  last  evil  was  all  the  more  annoying,  as 
it  interfered  with  the  projects  of  Russia  in  the  East,  and 
prevented  the  negotiation  of  loans  which  were  absolutely 
needful  for  the  military  preparations  which  Russia  has  been 
secretly  making  for  some  years  past  for  a struggle  with  Tur- 
key. F inally,  it  appears  that  the  creditors  of  Strousberg 
have  succeeded  in  obtaining  their  wishes.  For  the  sentence 
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of  banishment  for  life  from  Russia  is  but  a nominal  punish- 
ment to  a man  who  has  no  interests  in  Russia,  and  whose 
only  motive  for  ever  visiting  that  country,  was  the  hope  of 
obtaining  there  some  pecuniary  aid  in  his  troubles.  On  the 
whole,  Strousberg  has  the  reputation  of  being  a man  who 
has  a successful  future  before  him,  and  who  has  in  him 
the  capacity  and  the.  promise  of  doing  much  good. 


PAPER  MONEY  PROSPECTS  IN  RUSSIA. 

As  the  prospects  of  war  in  the  East  are  still  urgently  dis- 
cussed, and  as  the  extent  of  the  war  must  depend  largely 
on  the  war  loans  which  can  be  raised,  it  may  be  well  to  look 
at  the  financial  condition  of  Russia,  and  it  must  be  admitted 
that  a notable  cause  of  weakness  is  found  in  its  paper  money 
system.  This  system,  as  we  have  formerly  said,  is  of  some 
antiquity.  When  the  Crimean  War  began  Russia  failed  to 
raise  $50  ,000,000  in  the  Continental  markets.  In  1854  the 
failure  to  elicit  anything  at  Berlin  and  Amsterdam  was  sup- 
plied by  a forced  loan  at  Moscow  and  St.  Petersburg.  Not- 
withstanding that  the  war  funds  in  the  hands  of  the  Govern- 
ment amounted  to  116,000,000  roubles  when  this  operation 
was  carried  out,  the  paper  rouble,  nominally  worth  four 
francs,  was  immediately  depreciated  to  one  franc.  Then  fol- 
lowed calamities  sure  to  recur  in  future  issues  of  paper 
money.  The  first  occasion  in  which  the  Russian  Government 
resorted  to  the  use  of  paper  money  was  over  a century  ago. 

Catharine  II,  wishing  to  attack  the  Turks  and  lacking  the 
means,  in  1768  palmed  the  questionable  advantage  of  paper 
money  upon  her  dutiful  subjects.  The  victories  of  the  army 
kept  the  new  assignats  at  par  until  new  wars  unduly  added 
to  the  amount.  In  1774  the  total  in  circulation  was  limited 
by  ukase  to  20,000,000  roubles;  by  1786  the  amount  had  so 
much  increased  that  a new  ukase  restricting  it  to  1,000,000,000 
roubles  was  considered  a boon.  The  second  ukase  being 
no  more  heeded  than  the  first,  we  find  158,000,000  roubles 
issued  before  the  death  of  Catharine,  577,000,000  roubles  in 
1810,  and  836,000,000  roubles  in  1817.  It  is  a suggestive  ob- 
servation to  make  that  in  1817,  when  the  currency  had  at- 
tained these  excessive  proportions,  when  all  the  numerous 
wars  which  marked  the  beginning  of  the  century  were  hardly 
over,  the  value  of  the  assignats  had  not  sunk  to  a lower 
figure  than  that  to  which  it  fell  on  the  very  eve  of  the  Cri- 
mean campaign.  The  Russia  of  1817,  a poor  and  exclusively 
agricultural  country,  was  so  much  less  affected  by  the  crea- 
tion of  a fictitious  currency  than  the  more  developed  nation 
which  went  to  war  in  1854,  that  it  took  twenty  years*  cam- 
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paigning  in  the  earlier  part  of  this  century  to  reduce  the  as- 
signats to  one-fourth  of  their  nominal  value — the  figure  to 
which  they  sank  under  Nicholas  in  a few  weeks.  To  free 
the  country  from  this  encumbrance,  the  assignats  were  ex- 
changed for  five  and  six  per  cent,  stock,  issued  at  prices 
varying  between  seventy-two  and  eighty-three.  This  opera- 
tion being  kept  within  narrow  limits  by  the  difficulty  of  pay- 
ing the  interest,  no  less  than  595,000,000  of  assignats  remain- 
ed in  1839,  when  the  Government  attempted  to  fix  their 
value  by  decree.  Henceforth  three  and  a half  paper  roubles 
were  to  be  equal  to  one  silver  rouble,  although  at  the  time 
the  decree  was  issued  it  took  in  reality  four  and  a-half  paper 
roubles  to  purchase  on6  of  their  kind  in  metal.  The  measure 
had  no  immediate  effect,  but  was  eventually  carried  out  with 
the  combined  aid  of  peace  and  economy. 

Prolonged  tranquillity  and  recognized  power  permitting 
the  Emperor  to  spend  a minimum  on  the  civil  and  military 
service,  the  assignats — now  called  billets  de  crMt—m  1843  were 
rejiuced  from  595,000,000  roubles,  to  170,000,000  roubles.  The 
measure  was  accompanied  by  the  deposition  in  1844  in  the 
St.  Petersburg  Citadel  of  70,000,000  roubles  in  cash,  to  which 

12.000. 000  more  were  added  in  less  than  a year.  This,  form- 
ing a reserve  fund  nearly  half  as  large  as  the  amount  in 
circulation,  raised  the  value  of  the  currency  ; and  when,  a 
little  later,  the  Emperor  Nicholas  ordered  100,000,000  roubles 
Government  money  to  be  invested  in  foreign  stock,  people 
naturally  thought  themselves  justified  in  considering  the 
printed  currency  of  the  wealthy  Monarch  as  tantamount  to 
his  coin.  But,  if  Russia  was  able  to  pay  her  way  in  peace, 
events  were  soon  to  prove  her  incompetence  to  defray  the 
expense  of  war.  Russia's  intervention  in  Hungary — an  in- 
significant exploit  from  a military  point  of  view — ^added 

150.000. 000  roubles  to  the  billets  de  cr/dit.  At  the  same  time 
the  facilities  of  exchange  were  restricted.  At  St.  Petersburg, 
indeed,  you  were  nominally  entitled  to  present  any  amount ; 
but  at  Moscow  no  more  than  3,000  roubles  were  cashed  to 
the  same  person,  everywhere  else  no  more  than  100  roubles 
being  accepted.  In  1857,  after  the  Crimean  War  was  well 
over,  the  billets  de  credit  had  risen  to  735,000,000  roubles — 

a sum  nearly  twice  as  large  as  that  issued  by  all  our 
National  banks  taken  together.  Silver  and  gold  were  at  a 
premium  of  ten  per  cent.,  and  the  disasters  would  have  been 
even  greater  had  not  the  absence  of  commercial  confidence 
precluded  operations  on  credit. 

On  May  i,  1861,  the  new  Banque  de  I'Empire,  which  had 
succeeded  the  old  credit  institutions,  had  a silver  reserve  of 

86.000. 000  roubles  against  714,672,000  billet  roubles  in  circula- 
tion. The  billet  rouble  still  lost  3-16  against  the  silver 
rouble,  and  there  seemed  little  prospect  of  adjusting  the  dif- 
ference without  artificial  aid.  On  the  contrary,  there  was 
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every  chance  of  the  next  political  commotion  bringing  back 
the  calamity  in  an  aggravated  form.  Anxious  to  avert  this 
contingency,  the  Government,  in  April,  1862,  raised  a loan  of 
$ 45,000,000  to  be  employed  in  cashing  billets.  The  exchange 
was  to  begin  on  May  i,  restoring  the  silver  rouble  at  iio}4 
kopeks  paper.  On  August  i,  this  price  was  to  be  reduced  to 
108^  ; on  October  i,  to  107^  ; and  so  on  till  January  i,  1864, 
when  it  would  have  to  go  down  to  par.  This  measure  was 
certainly  a step  in  the  right  direction,  and,  being  Such,  was 
at  variance  with  the  manifesto  of  1839,  in  which  the  Gov- 
ernment solemnly  engaged  always  to  regard  the  paper  rouble 
as  equivalent  to  the  silver  one.  Accordingly  the  new  device 
came  into  force,  and  was  successfully  continued  till  Novem- 
ber, 1863,  when,  the  Polish  rebellion  swallowing  up  consider- 
able sums,  the  bank  stopped  cashing.  Depreciation  by  ^ 
was  the  immediate  consequence,  the  amount  in  circulation 
being  still  568,000,0000  roubles. 

In  the  autumn  of  1869  the  attempt  to  contract  the  paper 
currency  which  had  risen  700,000,000  roubles,  was  renewed. 
Another  loan  of  15,000,000  roubles  was  concluded,  in  order 
to  withdraw  an  equal  amount  of  billets  from  the  market. 
Though  conscientiously  carried  out,  the  measure  did  no  good. 
By  January  i,  1871,  those  eternal  billets,  ever  cropping  up 
afresh,  had  reached  715,000,000  roubles.  To  day  they  are  at 
730,000,000  roubles ; and  this  when  the  bank  discount,  under 
the  pressure  of  present  anxieties,  has  been  raised  to  nine  per 
cent.,  and  is  practically  at  eleven  and  twelve  per  cent.;  when 
the  advances  made  from  June  13  to  September  13  amount  to 
no  more  than  11,000,000  roubles;  when  the  reserve  of  the 
national  bank,  which  amounted  to  37,000,000  roubles  in  June, 
has  gone  down  to  8,000,000  roubles  ; and  when,  notwithstand- 
ing the  immense  sums  thus  thrown  away  in  the  vain  attempt 
to  prevent  the  depreciation  of  the  currency,  the  rate  of  ex- 
change on  London  was  again  quoted  at  31  11-32  in  October 
and  has  since  fallen  still  lower.  The  general  depression  of 
trade  in  Russia,  as  seen  by  the  fact  recorded  by  the  Official 
Gazette^  that  the  Customs  receipts  for  the  first  nine  months 
of  this  year  have  amounted  to  only  $27,640,000,  which  is 
a diminution  of  $4,650,000,  as  compared  with  the  same 
period  in  1875,  and  $165,000  less  than  w^as  raised  in  1874. 
The  Gazette  gives  no  information  as  to  the  particular  sources 
of  revenue  that  have  proved  less  fruitful.  Russia  exported 
during  the  first  seven  months  of  the  year,  gold  and  silver 
to  the  value  of  $57,301,000,  which  is  no  less  than  $46,649,000 
in  excess  of  the  amount  exported  in  1875,  and  an  increase 
of  $46,536,500  vpon  1874.  Her  imports  have  amounted  to 
only  $2,015,000,  which  is  a decrease  upon  1875  of  $828,500, 
and  of  $3,437,500  upon  1874.  From  such  a drain  of  the 
precious  metals,  Russia,  with  her  depreciated  paper  currency, 
is  likely  to  suffer  to  even  a greater  extent  in  the  future. 
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TAX  REFORM  IN  FRANCE. 

A new  fiscal  scheme  has  been  proposed  in  the  French 
Legislature,  which  is  obviously  full  of  danger.  It  is  well 
known  that  France,  in  consequence  of  her  late  disastrous 
war,  has  to  raise  an  enormous  sum  by  taxation.  Many  com- 
plaints have  been  made  of  the  unequal  pressure  of  the  fiscal 
system  as  at  present  adjusted.  To  remedy  the  evils  and 
equalize  the  pressure,  Gambetta  proposes  to  remodel  the 
whole  system  of  taxation,  and  to  establish  it  on  a novel  plan. 
First  he  proposes  an  income  tax,  like  that  of  Great  Britain, 
and  comprising  five  Schedules.  This  income  tax  he  would 
substitute  for  the  existing  four  direct  taxes  and  the  tax  on 
the  interest  and  dividends,  which  is  paid  by  all  investments 
except  Rente,  Although  the  number  of  the  schedules  in  the 
new  tax  is  the  same  as  that  of  the  old  taxes  which  it  is  to 
replace,  the  two  systems  of  taxation  do  not  exactly  corre- 
spond with  each  other.  The  term  fancier  tax^  which  at  pres- 
ent includes  land  and  houses,  is  to  be  reserved  for  lands 
alone.  The  second  Schedule,  which  Gambetta  calls  Immo- 
biliire^  consists  of  the  income  from  houses  separated  from  the 
present  foncier  tax  ; and  with  it  would  be  combined  the  tax 
on  doors  and  windows.  The  third  Schedule  has  the  name 
of  Industriel  and  Commercial^  and  is  designed  to  take  the 
place  of  the  present  patente  or  trade  licenses.  The  fourth 
Schedule  is  called  MobiUirCy  and  consists  of  an  extension  of 
the  tax  on  the  interest  and  dividends  of  invested  capital. 
The  fifth  Schedule  is  the  personal  tax,  and  consists  of  a 
duty  on  professional  incomes  and  pensions,  combined  with 
a tax  on  the  residence  or  home,  based  upon  the  value  of  the 
furniture,  works  of  art,  gardens,  parks,  and  other  conveni- 
ences of  which  the  citizen  enjoys  the  use,  but  which  do  not 
yield  an  annual  interest 

Another  scheme  has  been  proposed  by  a well-known  econo- 
mist, M.  Menier,  who  is  also  a member  of  the  Committee 
on  the  French  Budget.  He  wishes  to  establish  a distinction 
between  fixed  capital  and  circulating  capital.  The  latter  he 
would  exempt  from  taxation  so  long  as  it  was  in  *‘a  state  of 
transformation,”  (that  is,  actively  employed  in  trade  or  in- 
dustry,) and  until  consolidated  in  some  tangible  shape,  as  in 
buildings  and  other  fixed  permanent  forms.  This  we  believe 
is  the  first  instance  on  record  in  which  Adam  Smith’s  dis- 
tinction between  fixed  and  circulating  capital  has  been 
attempted  to  be  recognised  as  the  basis  of  taxation.  Its 
novelty  led  M.  Gambetta  to  reject  it.  He  says,  in  explaining 
the  difficulty  of  establishing  such  a distinction,  that  a manu- 


Digitized  by  CjOOQle 


440  THE  banker's  magazine.  [December, 

factory  which,  according  to  M.  Menier's  theory,  ought  to  be 
considered  as  fixed  capital,  would  become  circulating  capital 
if  it  belonged  to  a company  and  was  represented  by  shares. 
The  answer  to  this  objection  is  very  obvious  ; but  M.  Menier 
will  have  great  difficulty  in  refuting  other  objections  which 
are  against  his  plan.  One  of  the  principal  of  these  is,  that 
capital  is  perpetually  changing  its  forms  ; and  fixed  capital, 
as  it  is  called,  is  being  perpetually  converted  into  floating 
capital,  and  floating  capital  into  fixed.  It  has  never  been 
found  possible  to  levy  a direct  tax  upon  any  kind  of  capital 
except  real  estate,  without  giving  rise  to  very  great  abuses, 
complaints,  inequalities  and  fiscal  oppression.  We  have 
called  this  tax  a novel  one,  though  it  is  really  one  of  the 
most  ancient  in  existence.  Indeed  the  Oriental  Governments 
are  said  to  have  adopted  this  principle  of  taxation  from 
time  immemorial.  It  has  been  their  policy  to  tax  property 
wherever  they  could  find  it.  But  inasmuch  as  floating  capi- 
tal is  in  its  nature  so  fugitive  that  it  cannot  be  found, 
unless  in  very  exceptional  circumstances,  this  ancient  method 
of  taxation  comes  to  the  same  thing  in  practice  as  that  of 
M.  Menier.  Another  point  in  the  new  system  of  taxation 
of  M.  Gambetta  is  that  he  formally  repudiates  the  principle 
of  progressive  taxation,  which  is  advocated  by  some  of  the 
Republican  theorists,  and  which  has  to  some  extent  been 
adopted  by  the  municipality  of  Paris  in  the  assessment  of  the 
Mobilier  or  house  tax.  According  to  this  progressive  prin- 
ciple, the  poorer  citizens  pay  little  or  nothing,  and  the  bur- 
den of  the  tax  is  so  graduated  as  to  fall  with  increasing 
weight  on  the  citizens  in  proportion  to  their  ostensible 
wealth. 

As  has  been  said,  the  chief  reform  proposed  in  this  new 
system  of  taxation  of  M.  Gambetta,  is  the  division  of  the 
real  estate  taxes  into  a tax  on  land  and  a tax  on  houses. 
M.  Gambetta  is  not  the  original  inventor  of  this  distinction  : 
it  was  recommended  by  M.  Leon  Say  in  his  recent  bill  for 
the  revision  of  the  Cadastre^  and  it  has  been  frequently 
defended  by  M.  Leroy  Beaulieu,  in  the  Economiste  Frangaise. 
M.  Gambetta  has,  however,  refused  to  adopt  some  of  the 
suggestions  of  these  two  economists,  in  order  to  avoid  mak- 
ing his  plan  too  complex.  For  example,  the  annual  aggre- 
gate of  the  present  real  estate  tax  is  permanently  fixed,  so 
that  the  tax  does  not  increase  in  proportion  as  the  value 
of  the  property  rises  from  year  to  year.  The  assessment  is 
permanently  established  at  a settled  sum,  and  if  the  property 
advances  in  value,  the  proportionate  burden  on  the  owner 
becomes  lighter.  To  correct  this,  M.  Leroy  Beaulieu  has  pro- 
posed to  make  the  assessment  bear  a closer  relation  to  the 
growing  value  of  the  real  estate  on  which  it  was  levied.  He 
showed  that  the  ordinary  tax  on  real  estate  in  France 
amounted,  fifty  years  ago,  to  12  per  cent,  of  the  revenue  ; 
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but  at  present,  in  consequence  of  the  growth  in  the  value 
of  real  estate,  the  tax  does  not  exceed  6 per  cent,  on 
lands  and  2%  per  cent,  on  houses.  He  also  showed 
that  the  distribution  is  very  unequal,  the  tax  being  twice  or 
three  times  as  much  in  some  departments  as  in  others, 

while  contiguous  estates  and  property  in  the  same  neighbor- 
hood is  often  charged  at  rates  varying  as  widely. 

Another  proposition  of  M.  Gambetta  is  to  open  a credit  of 
two  millions  of  francs  to  the  ministry  of  France  in  1877,  for 
the  cost  of  preparing  a new  'cadastre  or  dooms-day  book,  in 
which  a separation  is  to  be  made  between  land  and  houses. 
He  also  proposes  that  the  property  taxed  under  the  Imtno- 
bili^re  Tax  Schedule,  should  be  converted  into  an  Impdt  de 
Quotit/  as  soon  as  a general  valuation  can  be  made  of  the 
revenue  from  buildings.  This  tax,  he  thinks,  would  be  easy, 
as  the  law  of  1871  requires  the  parties  to  register  all  leases 
and  verbal  agreements  to  hire  real  estate.  One  of  the  most 
fundamental  changes,  is  the  change  oi  patente^  or  license  tax, 
into  a tax  on  the  profits  of  trade.  The  men  of  business  on 
whom  this  tax  has  been  levied,  have  chiefly  complained  of 
two  things ; first,  the  the  arbitrary  classification  of  trades 

into  eight  categories ; and  secondly,  the  presumption  that  the 
relative  profits  of  a trade  can  be  estimated  by  the  popula- 
tion of  the  town  and  the  rent  of  the  house  in  which  it  is 
carried  on.  It  is  noteworthy,  that  this  very  system  of  tax- 
ation, which  has  been  found  intolerable  in  Paris,  was  recom- 
mended a few  years  ago  for  adoption  in  the  State  of  New 
York,  by  a commission  appointed  by  the  State  Government, 
to  prepare  a new  code  of  taxation  for  the  State.  The  system 
has  long  been  established  in  France  where,  from  long  usage, 
it  has  seemed  to  work  smoothly  enough,  though  with  such 
inequalities  as  to  render  it  unpopular.  It  remains  to  be  seen 
w'hether  a new  system  can  be  devised  which  will  not  intro- 
duce new  evils,  and  which  in  attempting  a more  equal 

pressure,  will  not  introduce  still  more  the  inquisitorial  and 
vexatious  visits  from  treasury  officials,  which  will  be  needful 
in  order  to  graduate  every  year  the  new  assessments  which 
are  to  be  made.  With  regard  to  the  imposition  of  a tax  on 
interest  and  dividends,  there  has  been  some  excitement  and 
opposition  awakened  in  consequence  of  the  proposal  to 
include  among  the  taxable  incomes  that  derive  from  Rente  in 
defending  this  tax  from  the  objection  that  it  involves  a 
breach  of  faith  on  the  part  of  the  Government,  M.  Gambetta 
cites  the  example  of  the  British  Government,  which  has  never 
imposed  a tax  upon  consols,  but  compels  the  holders  to  pay 
income  tax  on  the  revenue  derived  from  them.  He  proposes 
to  exempt  from  the  tax  foreign  holders  of  French  Rente,  pro- 
vided that  they  do  not  reside  in  France  ; but  he  proposes  to 
tax  the  income  from  foreign  bonds  held  by  French  subjects. 
Another  novel  feature  of  the  Gambetta  system  of  taxation,  is 
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his  proposal  to  tax  furniture  and  works  of  art  with  other 
aesthetic  articles  intended  for  personal  gratification  and  not 
producing  income.  This  feature  seems  to  be  borrowed  from 
M.  Menier,  and  is  rather  a tax  of  a sumptuary  character 
than  an  income  tax.  A sum  of  ten  thousand  francs  invested 
in  railroad  shares  or  otherwise,  paying  five  per  cent,  or  500 
francs,  would  contribute  to  the  treasury  by  the  tax  of  three 
per  cent,  a sum  of  15  francs  a year.  The  same  sum  of  10,000 
francs  employed  in  the  purchase  of  a picture  or  a statue 
would  produce  no  dividend  ; but  M.  Gambetta  evidently  im- 
agined that  the  owner  receives  aesthetic  culture  and  enjoy- 
ment equal  to  five  hundred  francs  a year ; for  he  taxes 
the  picture  or  the  statue  in  precisely  the  same  sum  as 
the  revenue  derived  from  the  railrord  shares.  In  esti- 
mating the  amount  to  be  raised  from  the  new  system 
of  taxation,  M.  Gambetta  does  not  estimate  the  loss  that 
will  be  realized  in  making  the  change  from  one  system  to 
the  other.  He  evidently  means  to  adjust  his  proposed  taxes, 
so  that  the  new  system  shall  produce  about  the  same  revenue 
as  the  system  it  has  to  replace.  How  far  this  anticipation 
could  be  realized  is  a question  which  cannot  be  decided 
until  after  actual  trial.  There  are,  however,  such  grave 
doubts  whether  serious  losses  of  revenue  might  not  occur 
during  the  transition  from  the  old  taxes  to  the  new,  that  it 
may  well  be  supposed  that  there  will  be  considerable  objec- 
tions made  to  the  Gambetta  project.  To  meet  these  objec- 
tions it  is  said  that  one  of  the  promises  which  M.  Gambetta 
has  made,  is  to  reduce  the  pressure  of  the  indirect  taxes,  and 
to  increase  that  of  the  direct  taxes.  To  carry  out  this  object 
he  proposes  to  repeal  the  railroad  duty  on  the  transportation 
of  merchandise ; he  also  proposes  to  repeal  the  duties  on 
chico  oil  and  soap  ; he  is  also  in  favor  of  repealing  the 
duties  on  paper,  vinegar,  candles,  and  stearine.  Finally  he 
would  reduce  the  duty  on  sugar,  on  wines,  and  on  alcohol ; 
and  he  would  lower  the  letter  and  telegraph  rates.  These 
promises  however,  so  far  as  they  involve  a repeal  of  taxes, 
are  only  to  be  carried  into  effect  after  two  conditions  have 
been  previously  realized.  The  new  system  of  taxation  is  first 
to  be  tried  and  secondly  its  productiveness  must  be  proved 
to  surpass  that  of  the  existing  system  so  as  to  leave  a surplus 
available  for  tax-repeal. 

The  influential  position  which  M.  Gambetta  has  of  late 
achieved,  gives  to  this  scheme  considerable  importance. 
Whether  it  will  be  adopted  by  the  Chamber  of  Deputies  or 
even  approved  by  the  Committee  on  the  Budget,  is  uncer- 
tain. At  present  it  is  only  a bill  proposed  by  M.  Gambetta 
himself  ; it  is  not  a plan  imbodied  in  a report  from  a ma- 
jority of  the  members  of  the  committee.  But  as  Gambetta 
is  gaining  in  substantial  influence,  and  as  the  Finance  Minis- 
ter, M.  Leon  Say,  is  in  favor  of  a part  of  the  plan,  there  is 
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reason  for  the  agitation  which  it  has  eaused.  A considerable 
period,  however,  will  probably  elapse  before  so  complete  a 
revolution  in  the  fiscal  system  of  France  will  be  considered 
possible  or  safe.  Its  intrinsic  merits,  however,  are  such  th^it 
it  will  repay  a thorough  examination  by  those  who  are  in- 
terested in  watching  the  effects  of  that  wonderful  system  of 
taxation,  which  has  enabled  France  to  respond  so  effectively 
to  the  stupendous  demands  made  upon  her  financial  strength 
by  the  payment  of  the  German  indemnity,  and  by  the  rais- 
ing of  an  amount  of  annual  taxation  greater  than  is  levied 
in  any  other  country  in  the  world. 

To  sum  up  the  proportion,  we  may  state  that  if  adopted, 
it  will  tax  all  incomes  which  reached  during  the  foregoing 
year  the  sum  of  i,2oof.,  about  $ 240,  at  fifty  centimes  per 
loof.,  that  is  at  one-half  per  cent.,  for  the  year  1877.  Within 
three  months  after  the  law  is  passed  every  resident  in  France 
will  be  obliged  to  declare  the  amount  of  his  income  during 
the  foregoing  year,  to  the  Mayor,  Prefect,  or  Director-Gen- 
eral of  Contributions  JDirectes^  this  declaration  to  be  renewed 
every  year.  These  declarations  are  to  be  made  according  to 
the  following  five  Schedules  : — A,  income  from  lands  ; B,  rev- 
enue from  buildings  ; C,  profits  from  commerce  and  industry, 
including  those  of  farmers  ; D,  revenue  from  personal  prop- 
erty, including  the  interest  of  French  and  Foreign  Govern- 
ment, Departmental,  and  Communal  stocks,  of  mortgages, 
and  generally  all  interest  and  dividends  of  French  and 
foreign  valeurs  mobili^res ; E,  salaries  and  payments  of  the  ar- 
tistic professions.  The  accuracy  of  the  declarations  is  to  be 
ascertained  by  Communes,  at  whose  annual  meeting  for  fix- 
ing of  the  direct  contributions  the  Comptroller  of  the  Cir- 
cuit is  to  be  present.  Every  person  liable  would  have  a 
right  of  appeal  to  the  Prefectoral  Council,  and  from  that  to 
the  Conseil  d'  Etat.  To  show  the  productiveness  of  the  present 
taxes,  the  Journal  Officiel  of  October  22,  published  the  Treas- 
ury receipts  for  the  nine  months  ending  the  30th  of  Septem- 
ber. The  amount  received  as  contributions  directes  amounts  to 
5i4,49o,4oof.,  against  the  roll  figure  of  466,095, 2oof.,  showing 
an  excess  of  48,395, 2oof.,  against  46,815,700?.,  the  excess  in 
1875.  There  is  therefore  an  increase  of  i,579,5oof.  for  this 
year.  The  tax  on  the  income  of  valeurs  mobililres  has  pro- 
duced 27,96o,ooof.  of  the  estimate  of  35,i74,ooof.  for  the 
whole  year.  The  total  revenue  for  the  nine  months  from 
impSts  et  revenus  indirects  is  5or,428,ooof. — that  is,  io7,394,ooof. 
above  the  Treasury  Estimate  of  i,394,o49,ooof.  for  that 
period.  The  amount  received  during  the  corresponding 
months  of  1875  was  1,458,31 5, ooof.  Of  these  stamps  have 
brought  in  one  hundred  and  fourteen  millions,  against  119 
millions  anticipated  in  the  Budget,  the  home  sugar  tax  only 
four  millions,  against  six  millions,  the  tax  on  foreign  salt 
four  millions  less  than  the  estimate  of  twenty-one  millions 
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and  soap  i,7i7,ooof.  less  than  the  Treasury  value  of  6,434,- 
ooof.  On  the  other  hand,  the  amount  from  general  customs 
is  thirty  millions  above  the  estimate  of  io4,688,ooof.;  from  ex- 
cise of  spirituous  liquors,  thirty-one  millions  over  the  esti- 
mate of  26i,326,ooof.;  and  from  rates  on  registry  hypothec 
four  millions  above  the  estimate  of  333,o69,ooof.  The  receipts 
of  the  nine  months  in  question  of  this  year  compared  with 
the  corresponding  months  of  last  year  show  a diminution  in 
the  case  of  colonial  sugars  for  this  year  of  six  millions  on 
122  millions  in  1875,  and  in  that  of  matches  two  millions  on 
seven,  whereas  there  is  an  increase  in  the  case  of  home  sugars 
of  9,39o,ooof.  on  75,432,000  in  1875  ; in  the  case  of  general 
customs  of  12,786, ooof.  on  i22,555,ooof.;  and  of  7,8i3,ooof.  on 
229,652,ooof.  in  that  of  tobacco. 


• • « 

THE  OUTLETS  FOR  OUR  SILVER  PRODUCTS. 

The  evidence  seems  to  prove  beyond  all  doubt  that  the  East 
is  as  capable  in  our  day  as  it  ever  was  of  absorbing  silver,  and 
that  its  requirements  and  monetary  uses  for  that  metal  have 
not  been  exhausted.  On  the  contrary,  there  is  reason  to 
believe  that  we  are  on  the  eve  of  a further  development  in 
the  material  resources  of  the  Orient,  and  that  the  monetary 
demand  there  for  the  precious  metals,  and  especially  for 
silver,  will  be  large  for  some  years  to  come. 

Before  entering  upon  the  direct  proof  of  this  proposition, 
it  may  be  well  to  look  briefly  into  the  causes  which  have 
checked  the  flow  of  silver  to  Asia.  During  the  last  forty 
years,  India  has  received  and  retained  two  hundred  millions 
sterling  of  silver  ; 160  millions  sterling  have  been  absorbed 
since  1855.  At  that  time  began  a period  of  agitation  and 
industrial  growth,  consequent  upon  the  influx  of  British 
capital  and  the  development  of  the  resources  of  the  country 
by  the  construction  of  railroads  and  other  public  works.  Of 
course  the  first  symptom  of  this  energetic  growth  would  be 
the  increase  of  the  interior  trade  of  the  country.  Of  this 
trade,  however,  we  have  no  statistics,  though  it  enormously 
exceeds  the  export  trade,  which  alone  is  recorded.  The  sub- 
joined table  shows  how  the  export  and  import  trade  of  India 
advanced  from  the  period  we  have  mentioned. 

Another  great  movement  resulting  from  this  incipient 
growth  was  the  influx  of  silver.  It  is  a very  noteworthy  cir- 
cumstance, that  in  1861,  when  the  war  in  this  country  stopped 
the  export  of  cotton  to  England,  India  was  already  furnished 
with  a network  of  railroads,  fully  competent  to  carry  from 
the  great  cotton  fields  of  India  large  supplies  to  the  sea- 
board. To  this  fact  is  due  the  large  increase  in  the  imports 
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of  silver  during  the  four  years  of  the  cotton  famine.  Soon 
afterwards,  however,  these  silver  importations  fell  off,  and  for 
some  years  past  they  have  been  relatively  small.  What  is 
the  cause  that  has  brought  about  this  recent  diminution  in- 
the  absorption  of  silver  ? It  may  have  originated  in  various 
circumstances.  It  is  quite  possible  apart  from  the  evidence, 
that  the  immense  imports  of  silver  during  the  cotton  famine 
had  produced  a plethora  of  that  metal  in  India.  But  if  this 
had  happened,  the  price  of  silver  would  have  suffered  then, 
as  it  is  suffering  now  in  England.  On  referring  to  the  trade 
statistics,  we  find  no  evidence  of  any  such  depression,  but 
abundant  evidence  that  it  did  not  occur.  Looking  else- 
where for  the  explanation,  we  find  it  in  the  large  increase  of 
the  council  bills.  These  bills  are  drawn  on  India  by  the 
British  Government,  and  their  amount  has  risen  from  four 
millions  sterling  to  fifteen  millions.  The  effect  of  these  bills 
is  to  prevent  the  export  of  just  so  much  silver  to  India.  If 
these  bills  had  not  been  in  the  way,  an  active  current  of  sil- 
ver, equal  to  their  value,  would  have  been  pouring  itself  into 
the  monetary  channels  of  India  every  year.  It  is  easy  to 
believe  that  this  current  would  have  so  drained  our  silver 
markets  here  and  in  Europe,  that  we  should  have  heard 
nothing  of  the  recent  depreciation  or  of  the  decreasing 
capacity  of  India  as  a market  for  our  surplus  silver. 

Here  then  is  a full  explanation  of  the  difficulty.  India  has 
not  taken  as  much  silver  of  late  as  she  formerly  absorbed, 
for  the  simple  reason  that  she  could  not  get  it.  The  British 
Government,  with  their  annual  drafts  of  fifteen  millions  ster- 
ling, blocked  up  the  channels,  and  prevented  the  influx  of 
silver  into  India  as  effectually  as  if  they  had  passed  a law 
restricting  the  movements  of  the  precious  metals.  But  every 
one  knows  what  happens  when  any  country  is  deprived  year 
after  year  of  a commodity  for  which  there  is  a stated 
demand.  For  a little  while  the  old  accumulations  are  util- 
ized, economies  are  practiced,  a little  thrift  and  pinching 
frugality  here  and  there,  enables  the  community  to  do  with- 
out part  of  its  necessary  supplies  ; but  there  comes  before 
long  a point  in  this  process,  beyond  which  economy  cannot 
be  pushed.  To  this  point,  in  all  probability,  India  would 
soon  arrive,  in  consequence  of  the  stoppage  of  her  usual  sup- 
plies of  the  precious  metals,  and  especially  of  silver.  At  least 
such  a result  as  this  may  fairly  be  predicted,  if  we  can  show 
that  the  industrial  system  of  India  and  the  need  for  an 
increase  of  the  monetary  circulation  which  that  system 
develops,  is  really  in  a condition  of  growth  and  promise.  To 
that  proof  we  will  now  proceed. 

And  first  of  all,  let  us  look  at  the  railroad  progress  which 
India  has  made  during  the  last  twenty  years.  In  that  period 
nearly  100,000,000  sterling  have  been  expended  on  railroads 
in  India.  We  all  know  from  visible  proof,  in  a thousand 
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instances  around  us,  what  an  economic  force  railroads  are 
able  to  develop  in  a country  as  gifted  with  productive  energy 
as  the  United  States.  But  we  must  not  make  the  mistake 
of  supposing  that  the  creative  power  of  railroad  growth  is 
as  intense  and  as  active  in  India.  Against  this  error  we  are 
warned  by  the  fact,  that  in  our  own  country  hundreds  of 
miles  of  railroad  have  been  built,  which  scarcely  pay  the 
expenses  of  operation.  Moreover,  among  our  more  pros- 
perous railroads,  there  are  all  possible  varieties  and  grada- 
tions of  earning  power.  In  India  the  same  general  tenden- 
cies have  been  developed,  but  on  a lower  scale,  and  the  most 
prosperous  of  the  railroads  constructed  in  that  country  do 
little  more  than  pay  five  per  cent,  on  the  capital  which  has 
been  expended  in  their  construction.  We  may  as  well  ex- 
plain here,  that  with  singular  foresight  the  British  Govern- 
ment, two  or  three  years  before  our  civil  war,  gave  a notable 
stimulus  to  the  construction  of  railroads  in  India  by  a 
system  of  subvensions  and  liberal  guarantees.  In  virtue  of 
these,  the  Government,  in  ninety-nine  years,  will  own  all 
the  Indian  railroads  ; but  during  that  period,  the  Govern- 
ment guarantees  five  per  cent,  interest  on  the  cost  of  the 
roads,  and  gives  beside  all  the  land  required  for  the  road, 
the  stations  and  the  other  works. 

Although,  however,  the  railroads  in  India  have  failed  to 
earn  enough  to  pay  a fair  rate  of  interest  on  the  capital 
expended  upon  them,  yet  it  is  well  known  that  there  are 
other  compensative  advantages  which  railroads  often  confer, 
so  that  even  where  they  fail  to  pay  dividends  as  invest- 
ments, they  contribute  greatly  to  the  increase  of  national 
wealth.  In  this  country  it  has  been  computed  that  a well- 
constructed,  judiciously  situated  road,  with  proper  outlets  to 
a market,  adds  ten  times  its  cost  within  a dozen  years  to 
the  whole  belt  of  country  through  which  it  passes.  How  far 
this  principle  has  been  already  verified  in  India  we  cannot 
tell,  inasmuch  as  the  statistics  of  the  interior  trade  are,  as 
we  have  said,  unpublished.  Moreover,  the  process  of  develop- 
ment has  been  retarded,  from  the  circumstance  that  branches 
have  not  been  constructed  where  they  are  most  wanted,  and 
the  ordinary  roads  are  in  a very  bad  condition,  so  that  the 
transportation  of  many  products  is  impossible,  and  the  rail- 
roads lose  a great  deal  of  business  which  would  come  to 
them  if  the  local  roads  were  multiplied  and  kept  in  good 
order,  and  if  other  feeders  were  constructed  to  develop  the 
traffic.  Still  in  spite  of  all  the  difficulties  which  have 
opposed  the  growth  of  the  commerce  of  India,  a steady  im- 
provement is  visible,  and  there  is  no  apparent  evidence  that 
the  movement  will  not  be  continued.  The  number  of  pas- 
sengers carried  by  all  the  lines  has  doubled  since  1865,  as 
has  also  the  tonnage  of  the  freight  passage.  Looking  at  the 
exports  of  merchandise,  we  find  that  its  amount  has  in- 
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creased  steadily  if  not  with  great  rapidity.  From  i860  to 
1864  the  gross  exports  of  merchandise  amounted  to  ^^210,- 
733,000;  from  1865  to  1869  the  aggregate  was  379,314,000  ; 
from  1870  to  1874,  notwithstanding  the  depression  which 
has  been  so  much  complained  of,  the  exports  have  been 
^281,177,000,  a greater  sum  than  ever  before. 

We  need  not  enlarge  upon  this  aspect  of  the  Indian  trade, 
the  facts  are  too  evident  to  need  comment.  We  next  pass  to 
the  prospects  for  the  future,  and  one  of  the  first  questions 
that  suggests  itself,  is  as  to  the  capacity  of  India  to  manu- 
facture a portion  of  the  goods  which  have  been  heretofore 
imported  from  Great  Britain.  No  small  amount  of  agitation 
has  been  prevailing  in  Lancashire  on  this  subject.  The  cot- 
ton manufacturers  have  been  loudly  complaining  that  the 
five  per  cent,  duty  imposed  in  India  on  the  importation  of 
cotton  fabrics,  was  doing  much  damage  to  their  trade. 
After  paying  this  duty  and  the  loss  on  exchange,  the  English 
manufacturer,  it  was  said,  was  at  a great  disadvantage,  and 
was  actually  being  driven  from  the  market  by  his  com- 
petitors in  India.  In  the  London  Times  of  March  7th,  1876, 
the  following  statement  is  made  on  this  subject  : 

“ So  far  as  regards  India,  it  is  pointed  out  that  the  pro- 
ductions of  Indian  mills  are  supplanting  those  of  our  home 
mills.  Certain  kinds  of  goods  that  the  Indian  mills  can 
make  have  been  exported  from  this  country  to  India  in 
decreasing  quantities  year  by  year,  while  shirtings,  which  as 
yet  India  does  not  make,  have  been  sent  from  here  in  ever- 
increasing  quantities.  Thus,  the  average  exports  of  ‘ domes- 
tics, gray  T cloths,  and  drills’  from  this  country  between  the 
five  years  1852  to  1856  was  9^  millions  of  pounds,  while 
between  the  four  years  1871  to  1874  it  had  fallen  off  to  4^ 
millions.  In  the  same  periods  the  export  of  shirtings  had 
increased  from  1,310,000  lbs.  to  3,480,144  lbs.  Statistics  as 
to  Indian  mills  and  productions,  as  well  as  relating  to  the 
effect  of  the  Indian  import  duty,  bear,  however,  most  vitally 
on  thh  question  at  issue,  and  are,  besides,  the  most  interest- 
ing. From  them  we  learn  that  the  capital  invested  in  mills 
in  India  had  increased  from  Rs.  22,085,000  in  the  middle  of 
1874  to  Rs.  38,685,250  in  November,  1875.  A mill  in  India 
of  60,000  spindles  and  1,000  looms  would  cost  200,000,  and 
the  same  in  England  100,000.  The  English  mill  has  the 
advantage  in  depreciation,  interest,  and  coal,  while  the 
Indian  mill  would  have  the  advantage,  so  long  as  its  busi- 
ness was  confined  to  the  home  supply,  in  transit  charges 
both  ways.  It  would  have  to  bear  the  cost  of  increased 
interest  and  depreciation  to  the  amount  of  12,500  per 
annum  as  against  the  English  mill,  and  would  be  at  a dis- 
advantage of  8,500  in  fuel,  making  together  21,000.  The 
saving,  however,  of  15  per  cent,  in  the  charge  for  double 
transit  would  amount  to  45,000  on  a 300,000  production. 
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SO  that,  after  all,  the  balance  of  advantage  on  the  side  of 
the  Indian  mill,  granting  equality  of  production,  would  be 
24,000.  This  calculation  relates  to  coarse  cotton  goods, 
which  Manchester  appears  inclined  to  admit  that  India  can 
beat  her  in  making,  duty  or  not.  Shirtings,  it  is  contended, 
are  not  yet  quite  in  the  same  position.  The  make  of  an 
Indian  mill  of  similar  cost  would  be  only  100,000  worth 
of  these,  instead  of  300,000,  and  the  balance  of  advantage 
secured  by  being  in  the  country  where  the  cotton  is  grown 
would  only  be  about  ^ 4,500,  a sum  which,  possibly,  English 
manufacturers  might  be  able  to  neutralize.  But  the  five 
per  cent,  duty  here  comes  in  and  imposes  another  burden, 
calculated  at  6,000,  on  the  English  goods,  and  suffices  to 
turn  the.  scale  in  favor  of  India  for  even  that  class  of  cotton 
goods  which  she  has  not  as  yet  successfully  produced.  She 
is  protected  in  this  manufacture  till  able  to  stand  alone.  It 
is  no  wonder,  therefore,  that  mills  in  India  have  increased 
from  II  in  1870-71  to  41  in  1874-5,  and  that  the  imports  of 
machinery  to  India  should  be  steadily  growing.  The  most 
enlightened  among  those  in  Lancashire  who  agitate  for  the 
repeal  of  the  Indian  import  duty  on  cotton,  appear  to  recog- 
nize as  inevitable  the  ultimate  triumph  of  India  in  the  com- 
petition for  the  supply  of  cotton  manufactures  to  the  Indian 
empire,  but  think  that  this  triumph  should  not  be  assisted 
by  artificial  props  such  as  this  import  duty,  which  they  do 
not  consider  a necessity  for  the  Indian  exchequer.” 

This  is  no  vague  complaint,  it  is  sustained  as  we  see  by 
the  evidence  of  facts.  The  question  is  now  set  at  rest  that 
India  is  able  to  manufacture  the  coarser  descriptions  of  cot- 
ton goods,  and  to  supply  herself  cheaper  in  this  way  than 
by  importation  from  England.  As  yet  the  development  of 
the  cotton  manufacture  by  machinery  in  India  is  in  a low 
condition,  and  only  the  coarsest  fabrics  can  be  made.  But 
in  process  of  time,  by  a law  which  is  sure  to  assert  itself, 
the  difficulties  will  be  overcome,  and  the  finer  fabrics  will  be 
manufactured.  How  this  movement  will  affect  the  silver 
question,  it  is  not  difficult  to  ascertain.  India  has  for  some 
years  past  been  importing  cotton  goods  to  the  amount  of 
twenty-five  millions  sterling.  If  by  the  improvement  of  her 
machinery  and  other  facilities  she  can  manufacture  for  her- 
self one-fifth  of  this  aggregate,  five  millions  sterling  will  be 
taken  off  the  imports,  and  by  so  much  will  the  weight  be 
lessened  which  has  depressed  the  exchanges  and  disturbed 
the  import  of  silver.  As  to  the  effect  of  this  active  prog- 
ress of  the  mafiufacturing  industry  upon  the  interior  devel- 
opment of  India,  it  cannot  fail  to  be  very  stimulating.  For 
it  is  well  known  that  wherever  machinery  utilizes  labor,  a 
demand  springs  up  for  new  products,  and  the  markets  for 
agricultural  and  other  commodities  are  extended. 
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FINANCE  AND  TRADE  OF  BRITISH  INDIA. 

It  is  of  importance  that  every  one  who  wishes  to  explore 
intelligently  the  silver  problem,  should  have  some  accurate 
knowledge  of  the  recent  movements  of  the  trade  with  India. 
From  the  official  reports,  we  find  that  the  value  of  the  foreign 
trade  of  India  in  1874-75  was,  in  imports,  43  millions  ster- 
ling, and  in  exports  58  millions  ; and  that  of  the  interportal 
trade  in  imports  24  millions  and  in  exports  27  millions. 
Putting  aside  the  latter,  the  excess  of  exports  over  imports 
was  15  millions  sterling,  and  in  the  last  ten  years  nearly  12 
millions  sterling  annually.  This  is  the  result  of  India’s  in- 
debtedness to  England. 

The  home-charges  for  administration,  pensions,  interest  on 
capital  borrowed  for  railways,  etc.,  all  must  be  paid  by 
India  ; and,  it  may  at  first  sight  appear,  without  any  direct 
return.  But  this  is  the  payment  which  India  makes  for  the 
foreign  capital  from  which  she  so  largely  benefits,  and  for 
the  peaceful  government,  which  has  raised  her  foreign  trade 
from  14  millions  in  1834-35  to  upwards  of  100  millions  in 
1874-75.  These  are  benefits  well  worth  paying  for ; but'  there 
is  much  room  for  further  development  of  her  resources. 
Estimating  the  population  at  200  millions,  the  above  figures 
amount  to  los,  per  head,  which,  compared  with  other  coun- 
tries, is  a very  small  proportion.  The  coasting  trade  has, 
however,  been  excluded  from  this  calculation  ; and  this  is, 
in  reality,  as  truly  international  as  is  the  trade  between  Hol- 
land and  Germany,  Belgium  and  France. 

India  consumes  the  great  bulk  of  her  own  products, 
exporting  only  sufficient  to  pay  for  her  current  debts, 
and  to  provide  for  such  of  her  few  and  simple  wants  as 
cannot  be  more  cheaply  satisfied  by  her  own  skill  and  indus- 
try. Her  requirements  may  be  said  to  be  generally  limited 
to  Manchester  cotton  goods  to  clothe  the  laborer,  and  copper 
and  iron  for  his  utensils  and  implements.  As  is  shewn  else- 
where, modern  enterprise  has  added  machinery  and  mill- 
work  ; and  this  short  list  includes  more  than  two-thirds  of 
the  total  value  of  her  imports.  Her  exports  consist  chiefly 
of  raw  produce.  India  finds  her  best  customers  in  ( i ) Great 
Britain,  (2)  China,  (3)  France,  (4)  Ceylon,  and  (5)  the 
Straits  Settlements.  The  trade  with  these  countries  amounted 
during  the  year  to  88^  millions,  out  of  the  total  100  mil- 
lions. The  Mediterranean  ports,  Persian  Gulf,  America,  and 
Mauritius,  are  the  next  in  consequence. 

For  many  years  the  most  important  place  among  the  im- 
ports into  India  has  been  taken  by  cotton  manufactured 
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goods.  They  amounted  to  19,421,340  — an  increase  of 

1,500,000  on  the  preceding  year ; but  the  trade  has  for 
some  time  been  in  an  unhealthy  condition,  owing  to  the 
wanton  pouring  in  of  consignment  after  consignment  upon 
an  already  glutted  market.  Many  failures  have  been  the 
inevitable  result.  A more  serious  charge  against  Manchester 
than  reckless  over-trading,  is  th6  inferiority  of  the  goods 
sent  to  India.  Meagre  in  material,  sizing  gives  them  a fic- 
titious appearance  of  excellence,  which  vanishes  after  a week’s 
wear.  The  injury  done  to  the  trade  by  this  fraudulent  prac- 
tice may  be  imagined  from  the  fact  that  the  falling  off  in 
the  demand  has  been  great,  and  the  local  manufacture  of 
cotton  is  rapidly  increasing.  To  the  evidence  of  this,  given 
on  another  page  of  this  issue,  we  may  add  that  at  the  end 
of  1874-75,  there  were  in  Bombay  forty  mills,  in  Calcutta 
four,  in  the  north-west  Provinces  two,  and  in  Nagpore  one  ; 
while  Holkar  has  established  one  at  Indore,  which  is  worked 
under  European  supervision.  Others  are  in  course  of  con- 
struction, and  it  is  estimated  that  not  less  than  a million 
spindles  and  10,000  looms  are  already  at  work  in  India.  As 
regards  the  coarser  kinds  of  cloth  at  least,  Lancashire  must 
look  to  her  laurels,  for  from  the  country-made  cottons  being 
free  from  the  deceptive  sizing,  they  are  much  preferred  by 
the  natives.  From  1850-51  to  1854-55,  the  value  of  machinery 
imported  was  ^^48,110,  and  this  had  in  1874-75  risen  to 
711,802.  Bengal  and  Bombay  take  the  largest  share.  In 
Bengal  much  attention  is  given  to  machinery  for  the  manu- 
facture of  jute.  There  are  now  in  and  about  Calcutta  ten 
jute-spinning  mills,  employing  2,500  looms.  Altogether  the 
mills  of  Bengal  contain  3,900  looms,  worked  by  steam  power. 
The  Bengal  manufacturers  confine  their  operations  to  the 
making  of  sackcloth,  rope,  and  twine,  and  find  abundant 
demand  for  their  goods,  the  mills  all  working  full  time.  The 
prospects  of  jiite  manufacture  are  so  hopeful  at  present, 
that  one  of  the  Dundee  mill-owners  has  recently  closed  his 
mill  at  Dundee,  and  transferred  his  machinery  to  the  banks 
of  the  Hooghly.  The  high  prices  ruling  for  iron  in  England 
have  of  late  years  considerably  restricted  the  imports  into 
India.  From  1870  to  1874  they  averaged  only  780,770 ; 
but  in  1874-75  they  rose  to  1,221,831.  Efforts  now  are 
being  made  to  develop  the  production  and  manufacture  of 
iron  in  India.  At  Kumaon  and  at  Lohara  it  is  to  be  ob- 
tained in  considerable  quantities,  and  it  can  probably  be 
economically  worked  elsewhere.  Tobacco  was  imported  to 
the  value  of  70,274.  Serious  attention  is  being  given  to 
the  cultivation  and  preparation  of  the  plant  in  India,  and  it 
is  anticipated  that  in  a few  years  nearly  the  whole  of  the 
money  paid  to  foreign  countries  for  this  article  will  be 
saved. 

Among  the  exports  the  first  place  was  claimed  by  cotton. 
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the  value  in  1874-5,  was  15,257,342  against  13,212,241  in 
i^73“4-  England  takes  two-thirds  of  the  total,  but  of  this 
from  fifty  to  sixty  per  cent,  is  re-exported  to  the  Continent, 
where  the  machinery  is  specially  adapted  to  the  short-stapled 
cotton  produce  in  India.  The  demand  for  the  fibre  for  local 
consumption  is  increasing.  In  addition  to  the  cotton  mills 
of  Calcutta,  there  are  two  at  Cawnpore,  and  in  many  rural 
districts  the  hand-looms  still  constitute  a flourishing  industry. 
Wheat  was  exported  to  the  value  of  490,435  against 
jT  827,606.  The  best  wheat-growing  districts  are  so  remote 
from  the  coast,  and  the  cost  of  transit  is  so  heavy,  that  ex- 
port becomes  profitable  only  when  there  are  failures  in  the 
crops  elsewhere  and  there  is  a sensible  rise  in  prices.  This 
was  the  case  in  1873-4,  when  prices  ranged  high  in  the 
European  markets,  and  the  remission  of  the  duty  in  1873, 
enabled  Indian  wheat  to  compete  with  the  produce  of  other 
countries.  In  the  next  year  prices  fell  to  such  an  extent  that 
wheat  was  actually  cheaper  in  Bombay  than  in  the.  wheat- 
growing  districts  of  India.  A great  decrease  in  the  exports 
was  the  natural  result.  The  exports  of  shellac  were  189,564 
against  ^ 184,149 ; lac-dye  was  exported  to  the  amount  of 
8,379  cwt.,  against  9,902  cwt.  The  duty  was  removed  in  1874. 
The  trade  has  been  declining  for  many  years  owing  to  the 
heavy  pressure  of  the  export  duty.  The  manufacture  of  lac- 
dye  is  always  combined  with  that  of  shellac,  the  dye  being  the 
coloring  matter  contained  in  the  body  of  the  insect  whose 
resinous  excretion  is  converted  into  the  shellac  of  commerce. 
In  the  manufacture  of  shellac,  it  is  necessary  to  eliminate 
the  dye,  and  the  process  of  allowing  the  liquid  dye  to  solid- 
ify into  cakes  costs  a mere  trifle.  Formerly  the  dye  was 
more  valuable  than  the  shellac,  but,  owing  to  the  competi- 
tion of  cochineal  and  aniline  dyes,  it  has  now  so  declined  in 
price  that  it  is  only  made  because  its  manufacture  is  nec- 
essary in  the  preparation  of  shellac,  the  demand  for  which  is 
constantly  increasing.  The  Government  accordingly  decided 
on  the  remission  of  the  duty  on  lac-dye,  but  it  is  doubtful 
whether  the  trade  will  ever  revive.  In  Burmah  and  the  Cen- 
tral Provinces  measures  are  being  taken  to  increase  the  pro- 
hibition of  lac,  the  only  obstacle  to  a great  development  of 
the  trade  in  shellac  being  the  scarcity  of  the  raw  material. 
More  than  500,000  acres  are  estimated  to  be  under  tea. 
nearly  the  whole  of  which  are  situated  in  Assam  and  Bengal, 
In  1861-62  the  exports  were  130,283.  Since  then  the  trade 
has  expanded  year  by  year,  till  in  1874-75  it  amounted  to 
£)  i>937>429-  The  trade  in  caoutchouc  has  been  decreasing, 
but  the  Forest  Department  is  taking  measures  for  the  propa- 
gation of  rubber-producing  trees.  In  Burmah  large  tracts 
are  covered  with  them,  and  the  supply  might  be  greatly 
increased.  The  value  of  hides  exported  was  1,981,982.  The 
merchants  purchase  hides  from  a low  class,  who  travel  about 
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the  country  skinning  dead  cattle.  A large  commerce  in 
hides,  implying,  as  it  does,  great  mortality  from  drought, 
murrain,  etc.,  is  by  no  means  a matter  of  rejoicing  in  India. 
The  jute  trade  decreased  from  3,436,015  to  3,246,882.  But 
it  is  very  fluctuating.  The  United  States  are  competing  with 
India  in  the  cultivation  of  jute,  and  grow  an  article  superior 
to  that  produced  in  India.  It  is  said  that  a good  deal  of 
the  jute  sent  to  the  United  States  consists  of  butt-ends,  cut 
off  when  the  jute  is  pressed  into  bales.  These  are  called 
“ cuttings  ” in  Calcutta,  and,  with  ‘‘  rejections,”  now  form  a 
regularly  quoted  article  of  export  to  America,  where  they  are 
employed  in  the  fabrication  of  various  “ shoddy  ” stuffs.  In 
former  years  these  cuttings  were  thrown  away.  “On  review- 
ing the  trade  of  the  year,”  says  the  London  Times ^ from 
whose  summary  we  have  taken  many  of  the  above  facts,  “ India 
may  be  congratulated  on  a notable  increase  in  both  her 
imports  and  exports  over  the  figures  given  for  the  preceding 
twelvemonth.  Additional  facilities  of  communication  are  her 
chief  necessity.  Everywhere  traffic  is  seriously  hampered  by 
the  excessive  cost  of  carriage  ; but,  as  the  fertile  districts 
of  the  remote  interior  are  year  by  year  brought  nearer  to 
the  ports  and  coast-towns,  we  shall  be  more  and  more  con- 
vinced of  the  wondrous  wealth  of  those  inexhaustible  resour- 
ces which  are  only  waiting  for  the  genius  and  enterprise  of 
commerce  to  call  them  forth  to  enrich  the  world.”  Sub- 
joined is  a table  showing  the  growth  of  the  trade  of  India, 
with  the  movements  of  gold  and  silver  from  1855  1876  : 

GOLD  AND  SILVER  MOVEMENTS  IN  BRITISH  INDIA. 


Imports  Imports  o/ 

Merchandise,  Gold  and  Silver. 

>855-56  £.  >3.943.494  1 11,301,288 

>856-57  . 14,194,587  . 14,413,697 

>857-58  . 15,277,629  . 15,815,436 

1858- 59  . 21,728,579  . 12,817,071 

1859- 60  . 24,265,140  . 16,356,963 

1860- 61  . 23,493,716  , 10,677,077 

1861- 62  . 22,320.432  . 14,951,985 

1862- 63  . 22,632,384  . 20,508,967 

1863- 64  . 27,145,590  . 22,962,581 

1864- 65  . 28,150,923  . 21,363,352 

1865- 66  . 29,599,228  . 26,557,301 

1866- 67* . 29,038,715  . 13,236,905 

1867- 68  . 3S.705.783  • >>.775.374 

1868- 69  . 35,990,142  . 15,155,954 

1869- 70  . 32,927,520  . 13,954,807 

1870- 71  . 34,469,119  . 5,444.823 

>87>-7»  • 32.091.849  • 11.573,813 

>872-73  • 3>, 874,625  . 4,556,585 

>873-74  • 33,836,029  . 5,792,533 

1874-75  • 36,222,087  . 8,141,046 

>875-76  • 38. 5 15,000 

♦ II  months. 


Exports  of  Exports  of  Government 
Merchandise.  Gold  and  Stiver.  Rn>enue. 

£ 23,039,268  . £601,177  £ 30,732,903 

25,338,451  • >,253,426  . 31.587.811 

27,456,036  . 822,438  . 31,643,267 

29,862,871  . 669,427  . 35,965,018 

29,960,203  . 929,007  . 39,6(^805 

32,970,605  . 1,119,549  • 42,728,601 

36,317,042  . 683,355  • 43.487,934 

47,859,645  • I.  II >,140  . 44,801,686 

65,625,449  . 1,270,435  . 44,279,467 

68,027,016  . 1,444,775  • 45,395.384 

65,491,123  . 2,165,352  . 48,514,749 

41,859,994  . 2,431,503  • 41,590,736 

50,874,056  . 1,571,946  . 48,053,178 

53,062,165  . 1,395,580  . 48,531,763 

52,471,376  . 1,042,353  . 50,241,510 

55,336,186  . 2,220,765  . 50,879,058 

63,189,732  . 1,495,642  . 49,603,015 

55,231,463  • 1,308,579  • 49,673,189 

54,981,561  . 1,958,512  . 49,360,142 

56,359.229  . 1,625,309  . 50,226,688 

56,210,000  50,991,000 
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THE  PUBLIC  LAND  POLICY  OF  THE  UNITED 
STATES.— SOME  OF  ITS  EFFECTS. 

BY  GEO.  M.  WESTON. 

The  possession  of  an  immense  mass  of  unoccupied  lands, 
in  the  ownership  of  the  Government,  and  within  the  entire 
control  of  legislation  in  respect  to  the  manner  and  terms 
of  their  disposition,  has  been,  perhaps,  the  most  important 
circumstance  in  the  condition  of  this  country.  It  may 
have  somewhat  affected  the  rate  of  the  growth  of  our 
population,  and  has  certainly  influenced  in  an  enormous 
degree  its  wide  diffusion  over  the  continent,  and  with  all 
the  consequences,  industrial,  social  and  political,  which 
attend  the  diffusion,  as  contrasted  with  the  concentration, 
of  a people.  It  is  easy  to  trace  the  effects  of  the  policy 
actually  pursued.  Speculation  upon  the  probable  effects 
of  a different  policy  is  also  both  easy  and  inviting,  but 
perhaps  not  profitable.  The  past  is  beyond  the  reach  of 
change.  Observations  upon  it  are  sometimes  practically  use- 
ful, in  suggesting  some  departures  for  the  present  and  future. 
In  the  case  of  our  public  lands,  however,  this  can  hardly  be 
so.  New  departures  are,  from  all  circumstances,  impracti- 
cable. The  old  policy  will  be  persevered  in  to  the  end, 
which  will  only  be  found  in  the  exhaustion  of  the  public 
domain.  As  affecting  present  interests,  the  real  point  of 
enquiry  is,  when  the  event  of  exhaustion  will  occur. 

The  price  of  the  public  lands  was  first  fixed  under  the 
present  Constitution,  by  the  Act  of  May  18,  1796,  at  two 
dollars  per  acre,  payable  one-half  in  cash  and  the  other  half 
in  a year  without  interest. 

The  Act  of  May  10,  1800,  did  not  change  the  price,  but 
modified  the  terms,  requiring  only  one-fourth  in  cash.  The 
three-fourths  were  made  payable  in  one,  two  and  three  years, 
with  interest  at  six  per  cent. 

The  Act  of  1796  directed  one-half  of  the  townships  to  be 
subdivided  into  quarters,  and  the  other  half  of  the  townships 
to  be  subdivided  into  sections  of  640  acres  each.  The  Act  of 
1800  directed  the  townships  which  had  been  subdivided  into 
quarters,  to  be  further  subdivided  into  half  sections  of  320 
acres.  The  Act  of  March  26,  1804,  directed  subdivisions  into 
. quarter  sections  of  160  acres.  The  tendency  was  thus  con- 
stant towards  enabling  purchasers  of  small  parcels  to  deal 
directly  with  the  Government  instead  of  with  speculators. 
Under  the  Confederation,  sales  had  been  made  in  vast  tracts. 
Thus  in  1787,  a single  sale  of  one  and  a half  millions  of 
acres  had  been  made  to  the  Ohio  Company.  In  1789  a con- 
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tract  was  made  for  the  isale  of  an  equal  quantity  to  John 
Cleve  Symmes,  although,  by  reason  of  his  partial  failure  to 
pay,  the  actual  patent  to  him  was  for  less. 

The  Act  of  April  24,  1820,  reduced  the  price  to  one  dollar 
and  twenty-five  cents  per  acre,  payable  wholly  in  cash.  The 
speculative  era  which  followed  the  war  of  1812-15,  had 
induced  large  purchases  in  advance  of  the  wants  of  settle- 
ment, and  the  Government  found  itself  loaded  with  land 
notes  to  the  amount  of  twenty-three  millions  of  dollars. 
Payments  were  improbable,  and  for  the  most  part  impossible. 
The  remedy,  forfeiture  of  the  lands  for  non-payment,  was 
not  desirable,  and  public  feeling  forbade  a resort  to  it.  The 
Government,  as  was  to  be  expected,  compromised.  It  gave 
the  benefit  of  the  new  price  to  the  old  purchasers,  and  when 
persons  had  bought  several  parcels,  it  allowed  them  to  apply 
the  partial  payments  upon  all,  to  any  selected  one.  For- 
feiture as  to  the  past  was  deprecated  and  avoided  in  all  pos- 
sible ways.  For  the  future,  the  rule  was  to  be  cash,  and  no 
credit.  The  substitute  for  credit  was  found  in  pre-emption 
laws,  constantly  undergoing  modifications,  but  always  libe- 
ral, and  even  more  liberal  in  their  actual  administration 
than  in  their  exact  letter.  For  certain  terms  of  time,  they 
really  secured  a credit  for  the  whole  price,  instead  of  for  a 
part  of  it,  and  credit  without  interest.  Intending  purchasers 
obtained  a right  in  their  selected  parcels  by  mere  occupation. 
Their  payments  were  postponed,  and  without  enhancement 
from  interest.  The  Government  thus  gave  an  effective  credit, 
without  assuming  the  relation  of  a creditor,  always  a trouble'- 
some  and  sometimes  a dangerous  relation  for  governments  to 
assume. 

The  price  remained  fixed  at  $1.25  per  acre,  until  the  pas- 
sage of  the  Graduation  Act  of  August  4,  1854.  Col.  Benton, 
who  best  and  most  conspicuously  represented  the  Western 
desire,  that  the  lands  should  cease  to  be  a source  of  revenue, 
and  be  administered  with  sole  reference  to  hastening  the 
occupation  of  the  interior  of  the  continent,  commenced  and 
maintained  his  attack  upon  the  price  of  $1.25  per  acre,  by 
demanding  graduation.  He  moved  a bill  for  that  purpose  in 
1823,  only  three  years  after  that  price  was  fixed,  and  during 
the  remaining  twenty-seven  years  of  his  Senatorial  career, 
pressed  it  in  season  and  out  of  season,  with  that  vigorous 
and  untiring  persistence  which  characterized  him  in  every- 
thing. He  carried  his  point,  after  a contest  three  times  the 
length  of  the  siege  of  Troy,  leading  the  final  assault,  after 
his  transfer  to  the  House,  with  blows  as  heavy,  and  spirit  as 
animated,  as  when  he  commenced  the  war. 

Under  the  Act  of  1854,  the  prices  have  reduced,  of 
lands  which  had  been  open  for  entry  for  two  years  to  one 
dollar,  for  fifteen  years  to  seventy-five  cents,  for  twenty  years 
to  fifty  cents,  for  twenty-five  years  to  twenty-five  cents,  and 
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for  thirty  years  to  twelve  and  a half  cents.  Considering  the 
Government  merely  as  a proprietor  of  lands,  and  having  no 
other  interest  than  in  the  price  received  for  them,  this  was 
reversing  every  rule  of  sound  management.  As  the  surv’eys 
and  offerings  at  auction  and  for  subsequent  private  entry 
were  constantly  beyond  the  absorbing  power  of  actual  settle- 
ment, immense  bodies  of  good  land  remained  for  years 
uncalled  for,  but  would  all  have  reached  the  price  of  $1.25, 
or  a much  higher  one,  in  the  progress  of  time.  Graduation 
was  nothing  more  or  less  than  reduction  of  price,  and  only 
defensible  upon  such  general  views  of  public  policy  as  could 
be  urged  for  a reduction  of  price. 

Preceding  the  Graduation  Act  in  order  of  time,  but  only 
by  four  years,  was  the  Swamp  Land  Act  of  1850,  which 
transferred  to  the  States  in  which  they  were  situated,  all  the 
lands,  upwards  of  fifty  millions  of  acres,  designated  on  the 
original  surveys  as  swamp  lands,  but  as  a whole,  the  most 
fertile  lands  within  the  limits  of  the  Union.  These  transfers 
were  for  the  avowed  purpose  of  enabling  the  States  con- 
cerned to  perform  certain  duties  of  drainage,  levees,  and 
reclamation,  no  security  being  required  or  given  for  the  per- 
formance of  these  duties,  and  they  remaining  to  this  day, 
and  likely  forever  to  remain,  substantially  unperformed. 
They  were  disposed  of  by  the  States  as  gratuities,  or  for 
nominal  sums,  the  whole  effect  being  to  cheapen  the  public 
domain,  th^  measure  being  thus  the  precursor,  and  in  many 
respects  the  justification,  of  the  Graduation  Act,  which  soon 
followed. 

The  work  was  crowned  by  the  Homestead  Act,  passed 
during  the  civil  war,  and  which  offered  the  public  domain, 
without  money  and  without  price,  upon  the  single  condition 
of  a brief  occupancy,  and  made  this  offer,  not  to  Americans 
only,  but  to  the  whole  human  race,  merely  requiring  of 
foreigners  the  declaration  of  an  intention  to  become  Ameri- 
can citizens.  It  was  supported,  of  course,  by  the  same 
Western  influence,  constantly  becoming  more  powerful,  which 
had  reduced  the  price  of  the  public  lands  in  1820,  and  again 
in  1854  by  the  Graduation  Act.  It  also  received  great  aid 
from  the  pendency  of  the  contest,  then  at  its  height  and  in 
the  last  stage  of  armed  conflict  and  bloodshed,  between  the 
free  and  the  slave  states.  It  was  foreign  immigration  which 
had  turned  the  scale  of  power  in  favor  of  the  former,  and 
they  were  inclined  to  welcome  every  measure  which  would 
still  further  increase  and  consolidate  the  strength  of  the 
white  population  on  this  continent. 

The  policy  of  the  United  States  has,  perhaps,  in  the  aspect  of 
its  constant  offer  of  cheap  lands  to  immigrants  from  the  old 
world,  increased  the  rate  of  the  growth  of  our  population. 
This  was  the  early  idea,  and  is  still  the  generally  prevalent 
one.  It  is  one  of  the  accusations  brought  against  the  king 


Digitized  by  LjOOQle 


45^  THE  banker’s  magazine.  [December, 

of  Great  Britain  in  the  Declaration  of  Independence,  that  he 
sought  ‘‘  to  prevent  the  population  of  these  States^*  by  obstructing 
naturalization  and  by  “ raising  the  conditions  of  new  appropriations 
of  land,"  Doubtless,  our  public  lands  at  a low  price,  or  as  a 
gift,  have  been  an  attraction  to  immigrants,  but  it  may  be 
that  evils  have  resulted  from  them,  which  have  repelled  as 
much  immigration  as  has  been  attracted.  That  will  be  the 
view  of  those  who  think  they  have  caused  an  abnormal  dif- 
fusion of  population,  and  a general  loss,  by  reducing  the 
profits  of  capital  and  the  wages  of  labor.  It  is  certain  from 
observation,  that  mere  abundance  of  land,  without  other 
attendant  favorable  circumstances,  has  very  little  power  to 
draw  population.  Examples  of  that  kind  have  been  presented 
in  the  empire  of  Brazil  and  in  the  magnificent  regions  on  the 
La  Plata.  They  have  been  presented  also  in  our  own  South- 
ern States.  The  Australian  colonies  receive  great  accessions  of 
people  by  migration,  but  have  not  so  far  invited  it  by  their 
land  prices,  which  would  not  be  called  cheap  in  comparison 
with  ours,  although  cheap  in  comparison  with  English  prices. 
They  have  maintained  them  at  one  pound  sterling  per  acre. 
Some  of  them  have  had  a special  object  in  preventing  the 
diffusion  of  population  beyond  the  actual  need  of  land  for 
cultivation,  this  object  being  the  preservation  of  ample 
ranges  for  sheep.  If  five  dollars  per  acre  have  in  no  appre- 
ciable degree  diminished  the  number  who  have  traversed 
half  the  globe  and  to  the  antipodes,  it  is  not  clear  that  an 
equal  price  would  have  diminished  the  number  of  voyagers 
across  the  Atlantic. 

The  revenues  of  the  Australian  colonies  are  largely  derived 
from  lands.  The  following  are  the  returns  for  the  last  year 
(1875-6)  from  two  of  them,  of  the  total  revenue  and  of  that 
from  lands,  stated  in  pounds  sterling  : 

Total.  Lands. 

New  South  Wales ;^4»545»302  ...  2,375,226 

Victoria 4,322,923  ...  \^02/Q.^vyj 

But  whatever  doubt  there  may  be  about  the  effect  of  our 
Iqnd  policy  upon  the  present  aggregate  of  our  population, 
there  can  be  none  as  to  its  effect  upon  the  territorial  loca- 
tion of  it.  It  has  diffused  our  people  over  Xhe  boundless 
»West,  and  absolutely  arrested  the  growth  of  the  agricultural 
population  of  the  old  States.  Great  hardships  have  been 
undergone,  and  the  condition  of  remote  settlers  has  only 
been  made  tolerable  by  public  works  of  vast  cost.  All  the 
advantages  of  compact  populations  have  been  thrown  away. 
Cultivation,  except  in  proximity  to  cities,  has  been  kept 
within  the  rudest  conditions,  little  capital  being  applied  to  it, 
and  the  process  being  continuous  of  wearing  out  the  natural 
fertility  of  soils.  If  the  prosperity  which  consists  in  the  rise 
of  real  estate  is  witnessed  in  the  regions  to  which  population 
has  been  attracted,  it  is  offset  by  the  decay  of  the  depleted 
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sections.  Grave  doubts  exist,  whether  the  wealth  of  the 
country  as  a whole  would  not  have  advanced  more  rapidly, 
if  the  work  of  subduing  the  continent  had  been  conducted  in 
a different  fashion,  by  slower  advances,  and  by  a more  com- 
plete utilization  of  what  was  in  possession,  before  moving  for- 
ward into  new  regions.  There  has  been  an  enormous  waste 
in  constructing  roads  and  ways  of  all  kinds,  and  the  profits 
of  virgin  fertility  have  been  thrown  away  in  long  and 
expensive  transportation.  Vast  sums  have  been  squandered 
in  Indian  wars,  which  a different  policy  would  have  avoided. 
The  public  expenditure  of  that  kind  in  New  Mexico  was 
officially  calculated  several  years  ago  to  have  amounted 
to  one  hundred  millions  of  dollars,  an  immense  treasure, 
totally  sunk,  and  adding  nothing  to  the  present  value  of  that 
region.  The  gradual  western  advance  of  our  population, 
moving  with  a certain  degree  of  compactness,  would  have 
saved  nearly  all  our  Indian  wars.  But  the  hunt  for  new 
acres  has  been  as  wild  and  all-devouring  as  the  hunt  for 
new  mines.  We  want  Tamaulipas  and  Sonora  because  they 
contain  gold  and  silver,  when  we  have  enough  now  to 
occupy  all  our  capital  and  labor  for  indefinite  years,  and 
when  an  enlarged  area,  by  multiplying  costs  and  difficulties, 
must  diminish  aggregate  production  and  in  a still  greater 
degree  the  profits  of  production.  And  we  have  demanded 
and  obtained  new  areas  for  cultivators,  who  could  have 
raised  as  much  corn  and  wheat,  and  with  much  more  gain, 
on  the  areas  which  they  abandoned. 

■ Some  resistance  has  been  made  to  the  policy  which  has 
prevailed.  That  was  manifested  in  the  first  (1796)  adjust- 
ment under  the  present  Constitution,  of  two  dollars  per  acre 
as  the  price  of  the  public  lands,  which  implied  a great 
change  from  the  views  which  had  controlled  a short  time 
previously.  The  ordinance  of  1785  offered  the  public  lands 
at  twenty  cents  per  acre,  receivable  in  the  greatly  depre- 
ciated debts  of  the  Confederate  States,  and  without  effecting 
many  sales.  An  advance  from  twenty  cents  to  two  dollars 
in  eleven  years,  resulted  from,  and  signalized,  the  great 
revolution  in  political  affairs.  The  adoption  of  the  Consti- 
tution and  the  restoration  of  the  currency  and  credit  of 
the  country,  brought  it  out  of  a slough  of  despondency,  and 
placed  it  on  solid  land.  The  hopes  of  men,  as  is  always  the 
case,  rose  higher  than  the  actual  prosperity.  It  was  buoy- 
ancy succeeding  to  despair.^  Men  anticipated  the  rapid 
growth  of  our  population,  but  they  could  not  and  did  not 
foresee  that  opening  of  the  West  by  canals  and  railroads, 
which  has  so  enormously  enlarged  the  available  area  of  the 
country.  There  was  therefore  at  that  time  more  disposition, 
and  more  reason  for  a disposition,  than  there  has  ever  been 
since,  on  the  part  of  capitalists,  to  look  upon  arable  lands  as 
a desirable  investment.  That  sort  of  speculation  was  the 
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order  of  that  day,  and  to  that  fact,  undoubtedly,  is  to  be 
attributed  the  legislation  of  1796  in  respect  to  the  price  put 
on  the  public  domain. 

The  most  conspicuous  illustration  of  the  tendency  of  that 
epoch,  is  the  case  of  Robert  Morris,  the  financier  and  banker 
of  the  revolution,  who  wrecked  his  affairs  in  these  land  enter- 
prizes,  and  suffered  actual  imprisonment  for  debt  as  a con- 
sequence. 1796  is  the  exact  date  of  his  constituting  a 
company,  the  North  American  Land  Company,  owning  six 
millions  of  acres.  Mr.  Bingham,  the  merchant  prince  of  the 
same  city,  Philadelphia,  bought  about  the  same  time  of  the 
government  of  Massachusetts  two  millions  of  acres  in  Maine, 
and,  if  tradition  can  be  relied  upon,  was  preparing  at  the 
time  of  his  death,  to  offer  a price  for  all  that  Massachusetts 
owned  there.  All  the  then  centers  of  wealth  participated 
in  the  movement.  The  old  families  in  Portsmouth  paid 
more  eighty  years  ago  for  agricultural  lands  in  northern 
New  Hampshire,  than  they  would  command  to-day.  Boston, 
which  strangely  enjoys  the  reputation  of  caution  and  conserva- 
tism in  business  affairs,  when  in  fact  no  city  in  America 
contains  a population  . so  enterprising  and  wide-reaching, 
speculated  in  lands  right  and  left  — in  Maine,  in  New  York, 
in  Virginia,  and  in  the  extreme  South.  It  was  debts  con- 
tracted in  Virginia  lands  which  led  to  the  long  imprison- 
ment in  Paris  of  Mr.  Swan,  of  Boston,  during  the  first 
Empire,  noticed  in  so  many  books.  Boston  was  fortunate  in 
New  York,  but  its  losses  in  the  Yazoo  lands  were  heavy  and 
wide  spread,  and  led  to  many  bankruptcies.  A wit  of  that 
city  commemorated  them  in  verses  altered  from  “ Captain 
Kidd,"  of  which  the  burden  was  : 

**  I bought  Yazoo  lands, 

And  I failed,^  and  I failed.” 

These  prevalent  ideas  on  the  part  of  the  leading  men  of 
the  old  States,  controlled  the  legislation  of  1796,  and  main- 
tained the  price  of  the  public  lands  at  two  dollars  per  acre 
down  to  1820.  As  already  noticed,  the  effort  for  a further 
reduction,  commenced  almost  immediately  after  1820,  was 
stubbornly  and  successfully  resisted  until  1854,  when  the 
Graduation  Act  was  carried. 

The  debates  in  the  Senate  of  the  United  States  in  1830, 
memorable  on  many  accounts,  but  especially  so  from  the 
reply  of  Mr.  Webster  to  Mr.  Hayne,  was  on  a resolution  pro- 
posed by  Mr.  Foote,  of  Connecticut,  to  suspend  the  further 
surveys  of  the  public  lands.  There  were  then  on  the  market 
seventy  millions  of  acres,  surveyed,  once  offered  at  auction, 
and  therefore  open  to  private  entry.  The  'resolution  had  for 
its  object  the  arrest  of  the  diffusion  of  our  population.  It 
was  resisted  and  defeated  as  an  attack,  inspired  by  Eastern 
jealousy,  upon  the  prosperity  and  growth  of  the  West,  and 
no  further  effort  in  that  direction  has  been  made. 
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The  policy  actually  pursued,  culminating  in  the  Homestead 
Act,  and  certain  never  to  be  reversed,  has  had  results,*  in-  the 
enlargement  of  our  empire,  which  are  splendid  and  dazzling. 
The  mischiefs  attending  it  will  be  remedied  by  time.  The 
extent  of  the  remaining  public  domain,  fit  for  agricultural 
occupation,  is  far  less  than  its  geographical  area.  We  have 
fairly  reached  those  treeless  and  waterless  plains  and  imprac- 
ticable mountain  ranges,  known  as  the  Great  American 
Desert  on  the  maps  of  the  first  quarter  of  this  century.  On 
to  the  Pacific  Coast  States,  there  are  wide  capacities  for 
grazing,  and  great  mineral  wealth  of  all  kinds,  but  only 
patches  fit  for  the  use  of  farmers,  in  the  American  sense  of 
that  word.  We  know  too  little  about  it  even  now  to  render 
it  safe  to  speak  with  positiveness.  Col.  Fremont  said  of  it, 
thirty  years  ago,  that  it  was  a desert,  “ but  with  large  excep- 
tions y Competent  authorities  still  differ  widely  as  to  how 
large  the  exceptions  are.  It  is  very  recently  that  exceedingly 
variant  opinions  were  given  to  the  public  by  Gen.  Augur 
and  the  late  Gen.  Custer,  the  former  maintaining  that  the 
whole  country,  from  Mexico  to  the  Dominion  of  Canada, 
west  of  the  looth  meridian  of  longitude  west  of  Greenwich, 
quite  to  the  Sierras,  was  substantially  and  hopelessly  sterile. 
The  adventurous  march  of  the  miners  will  rapidly  improve 
our  geographical  knowledge  ; but  it  is  at  any  rate  clear 
that  the  larger  part  of  our  original  arable  domain  has  been 
run  over.  Sooner  or  later,  it  will  be  exhausted,  and  the 
w^ork  of  filling  up  the  vast  areas,  now  idle  and  waste,  in  the 
old  States,  will  then  commence.  If  it  is  prudent  to  forecast 
the  future,  that  will  usher  in  an  era  of  prosperity  greater 
and  more  solid  than  anything  of  which  we  have  boasted  in 
the  past. 

The  old  States,  fronting  on  the  ocean,  could  to-day  supply 
Europe  with  food,  at  a better  profit  than  it  is  now  supplied 
from  the  West,  burdened  as  the  West  is  with  the  charges  of 
transport  to  the  seaboard.  Mr.  Laird,  the  most  accurate 
British  writer  on  such  subjects,  says  that  the  transport 
charges  on  our  Western  wheat,  sold  in  ^ England,  equal  the 
rentals  on  English  lands.  No  small  part  of  the  apparent 
profit  of  the  interior  States  is  imaginary,  being  in  fact  a 
consumption  of  the  virgin  fertility  of  the  soil.  That  is  not 
a current  profit  at  all,  but  a using  up  of  capital.  There  are 
alluvial  lands  in  North  Carolina  of  vast  extent,  to  be  had 
almost  for  the  asking,  which  would  produce  corn  as  bounti- 
fully as  the  fields  of  Iowa.  Gov.  Andrew,  of  Massachusetts, 
said  ten  years  ago  that  the  wheat  lands  of  Maine  and  New 
Brunswick  could  supply  the  then  entire  consumption  of  the 
United  States.  That  was  theoretically  as  true,  as  that  single 
counties  in  Mississippi  can  furnish  the  average  cotton  crop  of 
the  whole  country,  which  is  frequently  said.  Both  state- 
ments involve  the  supposition  that  all  the  acres  fit  for  the 
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wheat  and  the  cotton,  are  used  for  those  crops,  which  is 
practically  impossible.  But  the  lands  of  northern  Maine  are 
as  fertile  and  as  perfectly  adapted  to  wheat,  as  the  lands  of 
Minnesota.  The  climate  is  not  more  inhospitable,  and  the 
advantage  of  position,  for  the  European  market,  is  enormous. 
In  what  respect  is  old  tide-water  Virginia  inferior  agricultu- 
rally to  Missouri  in  the  same  latitude  ? 

It  is  difficult  for  mankind  to  realize  the  possibility  of 
anything  new  to  their  experience.  The  value  of  agricultural 
lands  in  the  Atlantic  States,  as  an  investment  for  a rise,  or 
for  rentals,  has  been  broken  down  so  completely  and  so  long 
by  the  policy  of  the  Government  of  the  United  States  in  its 
capacity  as  the  great  proprietor,  that  they  have  almost  ceased 
to  be  regarded  as  property  in  the  ordinary  sense.  It  is 
admitted  that  men  can  subsist  upon  them,  but  nobody  buys 
vacant  agricultural  lands  with  the  hope  of  an  augmenting 
price,  nobody  improves  them  with  the  expectation  of  getting 
back  the  cost,  and  nobody  conceives  the  idea  of  a possible 
rent  roll  from  them.  This  condition  of  things,  the  only  one 
known  to  our  experience,  is  really  abnormal  and  will  be 
temporary.  The  cause  of  it  is  passing  away  before  our  eyes. 
General  laws  will  finally  prevail  over  exceptional  interrup- 
tions to  their  operation.  Cultivable  lands,  within  the  tem- 
perate zone,  and  under  the  conditions  of  an  intelligent 
population  and  stable  government,  will  not  cease  to  be 
valuable,  so  long  as  the  natural  wants  of  mankind  remain 
unchanged.  Wheat  would  have  no  price,  if  there  were 
government  granaries  for  its  gratuitous  distribution,  and 
nobody  can  sell  land  so  long  as  the  government  gives  it 
away.  Granaries  may  be  indefinitely  replenished,  but  of 

acres  the  number  is  definite  and  fixed,  and  therefore  ex- 
haustible. 


BANK  CLERKS’  PROVIDENT  FUNDS. 

[ FROM  THE  LONDON  BANKER’S  MAGAZINE.] 

The  practice  of  promoting  life  insurance  and  provision  of 
annuities  for  families  among  clerks  and  employes  has  made 
considerable  progress  in  several  of  the  principal  banking 
companies  of  the  United  Kingdom;  and,  in  affording  some 
information  on  the  subject,  we  feel  that  we  are  doing  what  will 
be  generally  acceptable,  while  at  the  same  time  stimulating 
the  professional  interest  in  a beneficial  system,  which  is 
probably  capable  of  being  much  and  easily  extended.  The 
business  of  insurance  and  provident  funds  in  all  their  vari- 
ous forms  is  so  essentially  financial  in  its  character  that  it 
may  be  said  to  belong  more  peculiarly  to  the  banks,  as 
great  centers  of  the  employment  of  labor  and  talent,  than 


Digitized  by  CjOOQle 


1876.] 


BANK  clerks’  PROVIDENT  FUNDS. 


461 


to  Other  commercial  or  industrial  establishments,  not  de- 
voted to  insurance  business  alone.  But  it  is  obvious  that, 
wherever  thei^e  is  a large  and  permanent  employment,  whether 
of  clerical  or  manual  labor,  there  is  an  opportunity  of  intro- 
ducing provident  arrangements  which  would  fulfil  social  re- 
lations much  more  effectually  than  hitherto,  and  probably 
have  a surprizing  effect  on  the  general  condition  of  society 
much  beyond  the  range  of  our  present  subject,  which  is  that 
simply  of  provident  funds  so  far  as  they  have  been  develop- 
ed in  the  banking  companies.  The  banks,  one  may  say,  have 
on  the  whole  more  facility  of  introducing  secure  provident 
arrangements  among  their  employes  than  most  other  trading 
companies;  and,  if  the  system  is  to  become  anywise  general, 
it  is  in  the  banks  one  would  expect  to  find  the  chief  and 
leading  illustration. 

The  principal  banking  companies  have  a system  of  retiring 
allowances;  and  in  most  banks  there  are  also  guarantee 
funds  intended  to  cover  mistakes,  which  may  arise  innocently 
enough  on  the  part  of  the  employes  in  the  course  of  their 
transactions.  These  are  arrangements  made  by  the  bank  di- 
rectorates. They  may  be  said  to  be  sovereign  conditions  of 
the  employment  which  every  one  knows  on  entering  an 
office,  and  which  we  may  well  believe  to  have  worked  bene- 
ficially, though  they  may  be  susceptible  of  revision  and  im- 
provement But  not  to  mix  matters  essentially  distinct,  the 
subject  here  principally  referred  to  is  that  of  provident  ar- 
rangements, not  the  dicta  of  bank  directors  or  supplied  out 
of  the  funds  of  the  banks,  but  the  results  of  well-approved 
scientific  calculation,  on  which  the  employed  can  enter  on 
their  own  resources  with  as  much  security  and  advantage  as 
they  could  hope  to  realize  in  the  widest  voluntary  sphere, 
and  yet  to  which  their  official  organization  may  give  a spe- 
cial efficacy  and  elasticity. 

The  Bank  of  England  has  given  an  example  on  this  im- 
portant subject  which  is  well  entitled  to  consideration.  The 
insurance  fund  of  the  Bank  appears  to  have  begun  with  a 
provision  for  the  widows  of  clerks,  and  annuities  payable 
after  a certain  period  of  life,  the  advantages  of  which  were 
so  sensibly  experienced  that  a desire  arose  to  place  the  ar- 
rangements on  a broader  basis;  and  about  twenty  years  ago, 
with  the  general  approval  required  by  the  rules,  the  funds 
and  benefits  accruing  to  the  members  in  the  annuity  and 
widows*  fund  were  transferred  to  “The  Bank  Provident  So- 
ciety,’* which  was  organized  on  a more  comprehensive  plan, 
and  became  obligatory  on  every  clerk  on  his  election  into 
the  service  of  the  bank.  The  members  of  the  older  society, 
whose  reversion  did  not  amount  to  $2cx>,  were  required  to 
insure  their  lives  for  the  deficiency,  and  a minimum  life  in- 
surance of  ^200  became  a leading  feature  of  the  new  institu- 
tion. This  insurance  might  be  increased  at  any  period  or  at 
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various  periods  to  a sum  not  exceeding  1,000,  and  might 
be  paid  for  either  in  a single  sum,  or  in  annual  premiums, 
deducted  quarterly  under  authority  of  the  court  of  directors, 
from  the  salary  of  the  clerk.  This  insurance  being  effected 
on  the  usual  medical  examinations,  and  the  payment  of  the 
premiums  being  made  perfectly  secure,  there  can  exist  only 
entire  confidence  among  all  the  members  of  the  society,  and 
a clerk  can  make  any  disposition  of  the  sum  assured  that 
may  best  suit  his  relations  in  life — to  his  widow  if  he  leaves 
a widow,  or  to  his  children  if  he  has  children,  or  to  his*  kin 
if  he  be  a bachelor,  either  in  principal  sums  or  by  conver- 
sion into  annuities.  All  the  original  purposes  are  thus  ful- 
filled, while  the  new  arrangements  have  more  flexibility,  and 
more  complete  adaptation  to  the  various  circumstances  of 
the  members.  When  the  children  of  a clerk  are  minors,  he 
is  expected  to  name  a guardian  to  whom  the  fund  he  has 
appointed  in  their  behalf  is  to  be  paid;  but  if  this  duty 
should  in  any  case  be  neglected  the  trustees  of  the  society 
look  out  some  suitable  person,  whose  receipts  are  a discharge 
of  the  fund.  Where  a member  fails  to  make  any  appoint- 
ment of  the  sum  or  part  of  the  sum  he  has  assured,  it  goes 
to  the  surviving  wife,  or  if  he  do  not  leave  a widow,  equal- 
ly among  his  children,  and  the  issue  of  deceased  children, 
such  issue  taking  share  per  stripes  add  not  per  capita.  In  the 
case  of  failure  of  any  will  or  appointment  on  the  part  of  the 
holder  of  an  insurance,  it  is  unavoidable  that  the  trustees 
should  follow  mainly  the  law  of  personal  property.  Thus  in 
the  case  of  a member  who  had  four  sons  and  daughters,  one 
of  whom  is  deceased,  but  has  left  several  children,  the  latter 
would  receive  among  them  one-fourth  part  of  the  fund.  The 
same  rule  would  apply,  say  in  the  case  of  a clerk  who  has 
two  brothers,  one  of  whom  is  dead,  but  has  left  a family. 
The  latter  would  receive  among  them  one-half  of  the  fund, 
while  the  other  half  would  go  to  the  surviving  brother.  The 
rules  of  the  Bank  of  England  Provident  Society  are  drawn 
with  much  skill,  and  it  reflects  no  little  credit  on  the  lead- 
ing officials,  as  well  as  the  Court  of  Directors,  that  so  much 
pains  have  been  taken  to  secure  full  freedom  of  disposal 
on  the  part  of  the  several  members,  and  in  any  unarranged 
event,  a clear,  equitable,  and  satisfactory  distribution  of  the 
funds. 

But  in  connection  with  the  provident  society  of  the  Bank 
of  England  there  is  also  a savings  deposit  department,  which 
must  be  of  the  greatest  convenience  to  the  clerks,  and  must 
stimulate  in  a high  degree  their  personal  economy  and  finan- 
cial rectitude.  Any  member  of  the  provident  society,  or,  in 
other  words  any  clerk  in  the  service  of  the  Bank,  can  deposit 
sums  not  less  than  i at  a time  and  not  more  than  ^ 50 
in  a year,  and  can  withdraw  from  this  deposit  account  on 
the  first  Tuesday  of  each  month  without  previous  notice. 
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The  rate  of  interest  on  such  deposits,  though  subject  to  a 
ten-yearly  revision,  has  hitherto  been  4 per  cent.,  which  is 
considerably  more  interest  than  can  be  realized  in  the  old 
“ Trustee,”  and  still  more  than  in  the  Post-office  savings 
banks.  It  is  considerably  more  than  accrues  on  the  average 
from  any  class  of  bank  deposits.  At  all  events,  it  is  a con- 
siderable incentive  to  saving  habits  on  the  part  of  the  clerks, 
to  which  the  Bank  itself  lends  its  means  of  investment  and 
its  guarantee.  The  funds  of  the  savings  department  are  paid 
over  by  the  managers  to  the  governor  and  company  of  the 
Bank,  who  thus  become  responsible  for  them  and  for  the  in- 
terest, which  latter  is  calculated  to  the  30th  November  each 
year,  and  is  added  to  the  several  accounts.  The  insurance 
funds  are  invested  in  Government  or  such  other  securities 
as  are  approved  from  time  to  time  by  the  governor  or  depu- 
ty-governor of  the  Bank,  or  partly  in  deposit  with  the  bank 
at  interest.  The  tables  fixing  the  rates  of  annual  premium 
reckon  interest  at  4 per  cent,  on  the  invested  fund.  The 
highest  professional  aid  and  guidance  of  the  Bank  of 
England  and  thus  brought  to  bear  in  promoting  the  security 
and  profit  of  these  provident  funds  of  the  clerks. 

The  general  mortality  tables  have  been  so  amply  extended 
and  revised  under  the  more  accurate  and  accumulated  sta- 
tistics of  late  years  as  to  afford  actuaries  every  means  of  as- 
certaining on  the  largest  and  most  open  scale  the  average 
risk  of  life,  and  the  payments  and  rate  of  interest  necessary 
to  assure  certain  results  within  a lifetime  or  a given  period. 
The  practice  of  life  insurance  has  also  been  so  well  studied 
by  the  principal  companies  in  that  line  of  business,  and  has 
been  so  variously  modified  and  nicely  adapted  to  ever}"  con- 
venience of  assurers,  that  there  is  scarcely  any  financial  ques- 
tion now  better  understood,  or  on  which  at  least  there  is 
such  minute  and  extensive  information  of  ascertained  results. 
But  in  the  case  of  men  pursuing  a particular  avocation,  a 
closer  study  of  the  rates  of  mortality  is  possible  than  when 
the  estimate  is  applied  to  the  general  community;  and  if 
life  insurance  can  be  securely  effected  at  a cheaper  rate  in 
such  cases  than  in  others,  there  is  no  reason  why  employes 
more  especially  should  not,  or  rather  every  reason  why  they 
should,  have  the  advantage  of  it.  The  rates  of  insurance  in 
the  Provident  Society  of  the  Bank  of  England  are  based  on 
“the  bank  mortality;’*  and  they  are  certainly  more  economi- 
cal to  the  insured  than  the  rates  of  any  of  the  public  com- 
panies which  w’e  have  examined.  This  could  be  easily  shown 
were  it  desirable  to  make  any  comparisons;  but  the  fact  is 
chiefly  worthy  of  mention  here  as  showing  the  advantage  in 
some  cases  of  this  professional  form  of  life  insurance,  and  of 
its  applicability  in  particular  to  banking  companies.  There 
can  be  little  question  that  the  tables  of  the  Bank  of  England 
Provident  Society  have  been  drawn  with  the  highest  actuarial 


Digitized  by  LjOOQle 


464 


THE  banker’s  magazine. 


[ December, 


skill,  and  that  they  must  be  specially  worthy  of  the  attention 
of  all  who  are  seeking  to  follow  the  course  of  which  our 
great  national  institution  has  given  so  good  an  example. 

The  general  principles  observable  are,  that  in  the  simple 
life  insurance  of  ;^2oo  or  upwards,  by  an  annual  premium 
from  seventeen  or  any  more  advanced  age,  there  is  the  nu- 
cleus of  all  future  provident  arrangement.  The  sum  assured 
may  be  increased  at  any  time  either  by  the  payment  of  a 
principal  sum  or  an  increase  of  the  annual  premium;  or  if  it 
is  desired  at  the  beginning  or  a later  stage  of  the  policy 
that  the  payment  of  the  annual  premium  should  cease  at  a 
fixed  period  of  life,  this  can  also  be  attained  by  a higher 
premium  in  the  intervening  years.  When  the  sum  assured 
becomes  due,  it  can  be  paid  in  whole  or  in  divisible  sums, 
according  to  the  appointment  of  the  policy-holder;  or  it  may 
be  converted,  on  a value  basis  of  three  per  cent,  interest,  in- 
to immediate  life  annuities  on  terms  according  to  the  age  of 
the  person  or  persons  on  whose  lives  the  annuities  are  to  de- 
pend. Or  annuities  of  ^ i and  upwards  may  be  purchased 
on  the  same  terms,  apart  from  the  insurance  policy,  on  lives 
from  the  age  of  ten  and  under  eleven  to  seventy-nine  and 
under  eighty,  or  any  greater  age.  All  these  various  ends  are 
well  embraced  in  the  Bank  of  England  system;  and  it  will 
be  observed  how  flexible  the  provident  fund  becomes  under 
such  conditions ; with  what  freedom  the  members  may  enlarge, 
modify,  or  re-dispose  their  separate  interests  in  the  fund ; 
and  how  fully  it  is  adapted  to  the  social  circumstances  that 
may  arise  in  the  life-experience  of  persons  dependent  mainly 
on  salaries. 

One  objection,  or  at  least  one  cause  of  hindrance  or  indif- 
ference that  may  be  felt  towards  such  provident  arrangements 
among  the  employes  of  banking  companies  is  the  trouble 
they  may  give,  the  discussions  and  dissensions  they  may 
evoke,  or  the  legal  complications  in  which  they  may  result, 
though  we  hope  this  cause  would  have  little  or  no  influence 
in  any  well-managed  concern.  But,  as  far  as  we  have  learn- 
ed, in  the  Provident  Society  of  the  Bank  of  England  these 
difficulties  have  been  found  more  imaginary  than  real,  and 
the  business  is  conducted,  not  indeed  without  both  time  and 
attention  on  the  part  of  the  officials  entrusted  with  the  man- 
agement, but  with  the  utmost  smoothness  and  good  feeling. 
As  for  a lawsuit,  it  is  not  only  the  rarest  of  exceptions,  but 
seldom  or  never  occurs.  This  is  only  what  might  be  ex- 
pected among  educated  persons,  proud  of  their  institution, 
conscious  of  its  benefits,  and  having  ample  choice  of  officials 
among  gentlemen  of  the  highiest  experience  in  the  adminis- 
tration of  money  affairs.  But  it  is  also  no  doubt  due  to  the 
sense  of  perfect  security  that  prevails,  and  to  the  excellence 
of  the  provisions  made  for  the  solution  of  such  difficulties  as 
may  arise.  The  trustees,  managers,  and  one  of  the  two  audi- 
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tors  are  elected  by  the  members,  and  when  the  trustees  have 
anything  to  propose  to  the  society  it  is  put  before  the  mem- 
bers, and  the  votes  taken  by  signature  in  a book,  under  two 
columns,  “agreed,**  or  “not  agreed.**  The  necessity  of  gen- 
eral meetings  is  thus  in  a great  measure  or  wholly  dispensed 
with.  In  some  cases  an  appeal  is  provided  to  the  highest 
authorities  of  the  Bank.  Thus  a manager,  elected  by  the 
members,  may  be  removed  by  the  resolution  of  a majority, 
but  only  with  the  consent  of  the  Court  of  Directors  ; and 
any  member  or  other  person  is  debarred  from  instituting  any 
proceeding  in  law  or  equity  in  the  affairs  of  the  society 
without  the  consent  in  writing  of  the  governor,  on  pain  of 
absolute  forfeiture  of  all  right  or  interest  in  the  funds  of  the 
society,  or  in  any  money  payable  thereout.  Litigation,  if  any 
should  arise,  is  thus  confined  to  cases  in  which  there  is  a 
legal  question  at  issue  only  solvable  conclusively  by  a court 
of  law  or  equity  ; for  it  is  improbable  that  the  consent  of 
the  governor  would  be  given  to  law  proceedings  in  any  other 
circumstances.  Any  member  dismissed  from  the  service  of 
the  bank  for  misconduct,  or  voluntarily  resigning  otherwise 
than  on  a retiring  pension,  forfeits  his  interest  in  the  funds  ; 
but,  in  such  events,  the  president  and  trustees  have  a discre- 
tionary power  of  returning  to  the  member  the  whole  or  part 
of  the  premiums  he  may  have  paid,  without  interest. 

The  practicability  of  working  a provident  society  among 
bank  employes  with  success  and  harmony  has  thus  been  de- 
monstrated in  a high  sphere ; and  the  valuable  experience 
acquired  in  the  Bank  of  England  may  well  be  consulted, 
whether  for  guidance  in  the  formation  of  similar  societies,  or 
for  improvement  and  extension  where  provident  arrangements 
already  exist. 

The  advantages  of  provident  societies  in  connection  with 
banks  appear  to  us  extremely  important.  In  the  first  place, 
it  is  obvious  that  when  such  a society  is  organized  in  a 
banking  company,  the  clerks  in  its  employment  are  certain 
of  being  much  more  generally  insured  than  if  left  to  the  or- 
dinary motives  and  inducements  to  insure  for  themselves 
elsewhere,  and  that  they  will  also  be  insured  at  an  early 
period  of  life,  which  is  a matter  of  much  importance  in  the 
future  course  of  a policy.  The  habit  of  looking  forward,  of 
saving  and  laying  up  a fund  thus  early  and  uniformly  ini- 
tiated, cannot  fail  to  have  a favorable  influence  in  promoting 
steadiness  of  character  and  general  uprightness  of  conduct, 
apart  from  the  future  benefits  secured.  It  must  be  allowed 
also  that  the  salaries  of  bank  clerks  are  often  very  dispropor- 
tioned  to  the  important  trusts  and  interests  with  which  they 
are  charged  ; and  for  this  reason  it  is  all  the  more  necessary 
that  salaries  should  be  utilized  to  the  best  advantage,  and 
that  bank  clerks,  above  almost  any  other  employes  of  the 
same  kind,  should  find  themselves  protected,  as  they  advance 

31 


Digitized  by  LjOOQle 


466 


THE  banker’s  magazine. 


[December, 


in  life,  Ugainst  an  old  age  of  penury  or  a family  totally  un- 
provided for  at  their  death.  Some  stress  is  also  to  be  placed 
on  the  beneficial  effect  which  a good  and  perfect  example  of 
this  kind  in  the  banking  companies  might  have  on  other 
classes  of  the  community.  Bank  employes  are  required  to  be 
models  of  accuracy,  care,  and  integrity  in  the  duties  of  their 
profession  ; and  it  seems  only  a part  of  their  general  position 
that  they  should  be  also  eminent  in  what  must  be  regarded 
as  one  of  the  prime  duties  and  necessities  of  a steady  and 
honorable  life. 


BILLS  OF  EXCHANGE. 

THE  PRINCIPLES  OF  INTERNATIONAL  LAW  TO  GOVERN  THEM. 

The  Commission  appointed  at  the  Hague  in  1875  at  the 
Conference  of  the  Association  for  the  Reform  and  Codifica- 
tion of  the  Law  of  Nations,  has  prepared  the  following  prin- 
ciples, which  have  been  approved  by  the  Conference  held  at 
Bremen  in  1876.  The  Commission  consists  of  Sir  Travers 
Twiss,  D.  C.  L.,  Chairman,  England  ; Professor  Aubert,  Nor- 
way ; Dr.  Bjorck,  Sweden  ; Dr.  Borchardt,  Germany  ; Dr.  Bre- 
dius,  Netherlands  ; Dr.  Hindenburg,  Denmark ; Dr.  Jaques, 
Austria  ; H.  D.  Jencken,  Hon.  Secretary,  London.  All  com- 
munications relating  to  the  Commission  are  to  be  addressed 
to  the  Hon.  Secretary,  33  Chancery  Lane,  London,  E.  C.  : 

Principles  for  an  International  Law  to  govern  Bills  of  Exchange^ 
agreed  upon  by  the  Commission  of  the  Association  for  the  Reform 
and  Codification  of  the  Law  of  Nations  appointed  at  the  Hague 
in  and  approved  by  the  Conference  at  Bremen  in  idj6, 

1.  That  the  capacity  of  a party  to  contract  under  a bill  of 
exchange  shall  be  governed  by  the  capacity  of  the  party  to 
enter  into  an  obligation  generally. 

2.  That  to  constitute  a bill  of  exchange  it  shall  be  neces- 
sary to  insert  on  the  face  of  the  instrument  the  words 

*•  Bill  of  Exchange.” 

3.  That  it  shall  not  be  obligatory  to  insert  on  the  face  of 

the  instrument  or  in  any  indorsement  the  words  Value 

received,”  nor  to  state  the  consideration. 

4.  That  the  employment  of  “usances”  shall  be  abolished. 

5.  A bill  of  exchange  shall  be  deemed  negotiable,  unless 
restricted  in  express  words  on  the  face  of  the  instrument  or 
in  an  indorsement. 

6.  That  the  making  of  a bill  of  exchange  or  promissory 
note  to  bearer  shall  not  be  allowed. 

7.  That  the  rule  of  law  of  distantia  loci  shall  not  apply  to 
bills  of  exchange. 

8.  That  a bill  of  exchange  be  negotiable  by  blank  indorse* 
ment. 


Digitized  by  CjOOQle 


1876.] 


BILLS  OF  EXCHANGE. 


467 


9.  The  indorsement  of  an  overdue  bill  of  exchange  which 
has  not  been  duly  protested  for  dishonor  for  non-payment, 
shall  convey  to  the  holder  a right  of  recourse  only  against 
the  acceptor  and  indorsers  subsequent  to  the  date  for  protest. 
Where  due  protest  has  been  made,  the  holder  shall  only  pos- 
sess the  rights  of  the  last  indorser  against  prior  parties,  sub- 
ject to  equities. 

10.  That  the  acceptance  of  a bill  of  exchange  must  be  in 
writing,  on  the  face  of  the  bill  itself.  The  signature  of  the 
party  or  parties  upon  whom  it  is  drawn  (without  additional 
words)  shall  constitute  acceptance,  if  written  on  the  face  of 
the  bill. 

11.  The  party  upon  whom  a bill  of  exchange  is  drawn 
shall  be  permitted  to  accept  for  a less  sum  than  is  expressed 
on  the  bill  of  exchange  itself. 

12.  The  cancellation  of  a written  acceptance  shall  not  be 
valid. 

13.  That  no  days  of  grace  sliall  be  allowed. 

14.  The  party  seeking  recourse  shall  not  be  limited  to  the 
order  of  succession  of  indorsements,  and  he  shall  be  entitled 
to  his  election  at  any  time  against  all  or  any  of  the  parties 
to  the  bill. 

15.  That  protest  or  noting  for  protest  shall  be  necessary  to 
preserve  the  right  of  recourse  upon  a bill  of  exchange  dis- 
honored for  non-acceptance  or  for  non-payment. 

16.  That  default  of  notice  of  dishonor  for  non-acceptance, 
or  non-payment,  shall  not  entail  upon  the  holder  or  other 
parties  to  a bill  of  exchange  the  loss  of  their  right  of  re- 
course for  the  amount  stated  on  the  face  of  the  bill,  but  the 
defaulting  party  shall,  nevertheless,  be  liable  for  any  damages 
consequent  upon  such  default. 

17.  The  legal  time  required  for  protest  shall  be  extended 
in  the  case  of  vis  major  during  the  time  of  the  cause  of  inter- 
ruption, but  shall  not  in  any  event  exceed  a short  period  of 
time  to  be  fixed  by  the  Code. 

18.  That  the  annulling  clause  on  the  face  of  a bill  of  ex- 
change shall  not  be  necessary  in  the  case  of  duplicates. 

19.  That  the  right  of  action  on  a bill  of  exchange  shall  be 
allowed  against  all  or  any  one  or  more  of  the  parties  to  a 
bill  of  exchange. 

20.  That  in  the  foregoing  articles  the  expression  “ promis- 
sory note**  shall  not  apply  to  coupons,  bankers*  checks  and 
other  similar  instruments  in  those  countries  where  such  in- 
struments are  classed  as  promissory  notes.** 

The  Conference  desires  to  express  the  opinion  that,  in  the 
event  of  a universal  Code  for  bills  of  exchange  coming  into 
operation,  no  special  agreement  between  the  parties  to  a bill 
of  exchange,  or  any  custom,  should  be  permitted  to  exclude 
or  limit  the  operation  of  the  Code. 
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SILVER  AND  GOLD  MINING  IN  THE  UNITED 

STATES. 

BV  ABRAM  S.  HEWITT. 

At  the  Annual  Meeting  of  the  American  Institute  of  Mining 
Engineers,  at  Philadelphia,  the  President,  the  Hon.  Abram  S. 
Hewitt,  delivered  an  address  on  the  progress  of  Mining  and 
Metallurgy  in  this  country.  After  giving  a graphic  sketch  of 
the  mining  industry,  and  narrating  the  circumstances  of  the 
discovery  and  working  of  the  mines  of  lead,  copper,  iron,  and 
coal,  he  passed  to  the  mines  of  the  precious  metals.  We 
abridge  his  remarks  as  follows  : 

EARLY  GOLD  MINING  IN  THE  SOUTH. 

Jefferson,  in  his  Notes  on  Virginia^  mentions  the  finding  of 
a lump  of  gold  weighing  seventeen  pennyweights,  near  the 
Rappahannock  ; and,  about  the  beginning  of  this  century,  the 
famous  Cabarrus  nugget,  weighing  twenty-eight  pounds,  was 
discovered  at  the  Reed  Mine,  in  North  Carolina.  But  the 
great  gold  excitement  in  the  South  followed  the  discoveries 
in  Georgia,  from  1828  to  1830.  The  maximum  of  production 
(probably  never  more  than  $600,000  in  any  one  year,)  was 
from  1828  to  1845,  since  which  time  it  has  declined  to  insig- 
nificance, though  a few  enterprises,  both  in  hydraulic  and 
quartz  mining,  are  now  actively  prosecuted. 

THE  GOLD  MINES  OF  CALIFORNIA. 

The  discovery  of  gold  in  California,  in  1848 — or,  rather,  its 
rediscovery,  since  it  had  previously  been  known  to  both  the 
natives  and  the  Jesuit  missionaries,  and  also  to  hunters  and 
trappers.  The  wonderful  direct  and  indirect  results  of  this 
event  have  been  too  often  the  theme  of  orators,  historians, 
and  political  economists,  to  need  a further  description  from 
me.  Its  direct  result  in  the  way  of  mining,  was  the  rapid 
exploration  of  the  Western  Territories  by  eager  prospectors, 
and  the  successive  development  of  placer-mines  in  nearly  all 
of  them.  It  is  difficult  to  fix  the  dates  of  these  beginnings, 
but  we  may  assume,  with  sufficient  accuracy,  that  gold  min- 
ing practically  began  in  Oregon  in  1852,  in  Arizona  in  1858, 
in  Colorado  in  1859,  in  Idaho  and  Montana  in  i860.  With  the 
completer  exploration  of  the  country  and  the  decline  of  the 
placer-mines,  stampedes  have  grown  less  frequent  and  exten- 
sive than  in  the  earlier  days.  There* is  scarcely  any  corner 
of  the  country  left,  except  the  Black  Hills  of  Dakota,  which 
has  not  been  ransacked  sufficiently  to  show  whether  it  con- 
tains extensive  and  valuable  placer-deposits ; and  those  dis- 
tricts which  present  accumulations  of  gold  in  such  a way  as 
to  offer  returns  immediately,  to  labor  without  capital,  have 
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been  already  overrun.  The  principal  reliance  of  our  gold 
mining  industry  for  the  future,  must  be  quartz  and  hydraulic, 
or  deep  gravel  mines.  These  may  be  expected  to  maintain, 
for  years  to  come,  their  present  rate  of  production,  if  not  to 
increase  it.  In  the  gold  production,  there  is,  it  is  true,  a 
falling  off  of  late  years ; but  this  is  to  be  attributed  to  the 
placer-mines. 

THE  MINES  OF  QUICKSILVER. 

Next,  we  notice,  the  commencement,  about  1851,  of  regular 
mining  operations  at  the  New  Almaden  Quicksilver  Mine,  in 
California.  The  production  of  this  metal  in  the  United 
States  has  been  thus  far  confined  to  the  State  of  California ; 
and  it  will  be  seen  from  the  table  of  the  production  of  the 
New  Almaden  Mine,  that  it  has  always  furnished  a large, 
though  of  late  a waning,  proportion  of  the  grand  total  for 
the  country. 

An  important  condition  for  the  development  of  our  mines 
of  the  precious  metals  was  the  commencement  of  Hydraulic 
Mining  Industry.  The  position  of  the  auriferous  slates  and 
quartz  veins,  on  the  west  flank  of  the  Sierra,  with  the  pre- 
cipitous mountains  behind  them,  and  the  broad  plain  before, 
has  favored  exceptionally  the  formation  of  deep  auriferous 
gravels,  in  which  California  far  exceeds  any  other  known 
region.  And  the  same  topographical  features  furnish  the  two 
other  prime  requisites  of  hydraulic  mining,  namely,  an  abund- 
ant supply  of  water  and  a sufficient  grade  of  descent  to 
permit  the  use  of  flumes  and  the  escape  of  tailings.  These 
advantages  the  keen-witted  miners  of  the  Pacific  Coast  were 
quick  to  make  available  ; and  I think  we  may  set  down  the 
invention  of  hydraulic  mining,  which  occurred,  I believe, 
about  1853,  as  an  epoch  in  the  progress  of  American  mining. 
It  has  given  us  an  entirely  new  and  original  branch  of  the 
art,  involving  many  ingenious  hydrodynamic  and  hydrostatic 
contrivances  ; and  it  has  certainly  made  possible  the  exploit- 
ation of  thousands  upon  thousands  of  acres  of  auriferous 
gravel  which  could  not  have  been  profitably  handled  in  any 
other  way.  The  mountain  torrents  of  the  Sierra,  caught  on 
their  way  to  the  Pacific,  have  been  forced  to  pause,  and  do 
the  work  of  man.  The  same  agencies  that  buried  the  gold 
among  the  clay  and  pebbles  of  the  river  beds  are  now  made 
to  strip  the  covering  from  it  and  lay  it  bare  again.  The 
hydraulic  mines  produce  at  present  not  less  than  $ 10,000  000 
or  $12,000,000  annually,  and  many  enterprises  of  this  kind, 
which  have  been  prosecuted  through  years  of  expensive 
preparation,  and  are  just  now  beginning  to  touch  their 
haiwests  of  profit,  will  add  henceforth  to  the  product.  I may 
mention,  as  an  illustration,  the  extensive  operations  of  the 
North  Bloomfield  and  its  two  allied  companies  in  California, 
which  have  expended  in  works  $3,500,000,  and  will  have  six 
deep  tunnels  aggregating  over  20,000  feet,  and  canals  supply- 
ing 100,000,000  gallons  of  water  daily. 
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THE  NEVADA  SILVER  MINES. 

The  next  great  event  in  the  history  of  American  mining 
was  the  discovery,  in  1859,  that  the  Comstock  Lode  was  rich 
in  silver.  This  opened  an  era  of  activity  and  speculation 
which  has  scarcely  ceased  since  that  time.  Single  districts 
have  been  subjected  to  fluctuating  experiences,  passing  from 
the  first  enthusiasm  through  all  the  stages  of  hope  to  re- 
action and  despair;  but  though  the  fortunes  of  each  have 
risen  and  fallen  like  the  changing  tide,  it  has  nearly  always 
been  highwater  somewhere.  Thus  we  have  had  a succession 
of  favorites  in  the  way  of  silver-mining  districts,  each  one 
crowding  its  predecessor  out  of  the  public  notice.  Of  these, 
the  following  list  includes  the  most  permanently  productive  : 
In  Nevada,  the  Unionville,  Reese  River,  Belmont,  White  Pine, 
Eureka,  Esmeralda,  and  Pioche  districts ; in  California,  the 
argentiferous  district  of  Inyo  County ; in  Idaho,  the  Owyhee 
district ; in  Utah,  the  Cottonwood  and  Bingham  districts ; in 
Colorado,  the  silver  districts  of  Clear  Creek,  Boulder,  and 
Summit  Counties,  to  which  the  latest  favorite,  the  San  Juan 
region,  may  be  added.  I have  named  those  localities  in 
which  mining  industry  is  still  active  and  flourishing.  There 
is  a longer  and  a sadder  list,  the  funereal  effect  of  which  I 
will  not  intrude  upon  this  festive  occasion.  But  the  apparent 
failure  and  abandonment  of  many  districts  heretofore  does 
not  argue  their  lack  of  prospective  value.  It  is  amazing  that 
under  the  adverse  conditions  surrounding  the  industry  of 
mining  in  regions  remote,  unfriended,  solitary  ” — though  not 
‘‘slow” — so  many  communities  should  have  succeeded  in  tak- 
ing permanent  root.  Too  much  is  expected  of  this  industry 
when  it  is  required  to  supply  the  lack  of  labor,  food,  trans- 
portation, government,  and  the  organized  support  which  in 
settled  societies  all  the  trades  and  occupations  give  to  each 
other.  Pioneer  work  is  full  of  peril  and  of  waste  ; and  in 
view  of  the  wonderful  results  achieved  by  our  pioneers  in 
mining,  it  ill  becomes  us  to  sneer  at  the  losses  and  failures 
which  constitute  the  inevitable  cost  of  sUch  conquests.  But 
through  all  the  vicissitudes  of  silver  mining  in  other  districts, 
the  Comstock  mines  have  maintained  their  place,  an  instance 
of  rapid  exploitation  and  of  aggregated  wealth  of  production 
unexampled  in  history.  Here,  too,  there  have  been  intervals 
of  failing  hope ; but  a new  bonanza  has  always  made  its 
appearance  before  the  resources  at  hand  were  entirely  ex- 
hausted ; and  we  have  seen  extracted  from  the  ores  of  this 
one  vein,  during  the  past  fifteen  years,  the  round  sum  of 
^ 200,000,000  in  gold  and  silver.  Dr.  Raymond  assumes  the 
product  of  gold  to  have  been  (on  the  authority  of  Mr. 
Hague)  about  forty  per  cent,  of  the  entire  value.  We  have, 
therefore,  from  the  Comstock  mines  during  the  period  named 
^80,000,000  gold  and  ^120,000,000  silver.  The  swift  develop- 
ment of  these  mines  and  the  active  commencement  about  the 
same  time  of  deep  quartz-mining  operations  in  California  led 
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to  a remarkable  progress  in  mining  machinery  and  to  the 
perfection  of  two  distinctively  American  processes.  I refer  to 
the  California  stamp-mill  and  amalgamation  process  for  gold 
and  the  Washoe  pan  process  for  silver.  Neither  of  these  is 
so  novel  in  principle  as  the  hydraulic  process  of  gold  mining 
already  mentioned ; but  both  of  them  have  received  the 
peculiar  impress  of  an  ingenuity  and  mechanical  skill 
partly  innate  in  our  national  character,  and  partly  the  prod- 
uct of  the  stern  pressure  of  economic  necessities.  Into  the 
fruitful  field  of  further  metallurgical  improvements  born  of 
our  Western  mining  industry — or  adopted  bv  it — such  as  the 
Blake  rock-breaker,  the  Stetefeldt  roasting-furnace,  the  Bruck- 
ner cylinder,  the  Plattner  chlorination,  and  many  others  less 
widely  known,  I cannot  enter  here.  Our  people  have 

advanced  in  this  line  with  headlong  energy,  and  accomplished 
great  results — at  great  expense.  Much  undoubtedly  remains 
to  be  done  ; and  it  may  be  hoped  that  future  progress  will 
be  equally  rapid,  but  less  costly.  The  introduction,  three  or 
four  years  ago,  of  the  smelting  processes  of  Europe  for  the 
treatment  of  the  silver  ores  of  the  West,  is  a striking  and 
encouraging  instance  of  the  quickness  of  our  mining  com- 
munities to  seize  upon  thje  advantages  of  experience. 


The  Destruction  of  National  Bank  Notes. — The  Comptroller  of  the 
Currency  has  issued  a circular  to  National  Banks,  in  which  he  says : 

“It  has  become  necessary  to  present  for  the  consideration  of  the  National 
banks,  a fact  which  has  occasioned  much  inconvenience  and  which  is  the  cause 
of  daily  increasing  embarrassment,  namely,  the  rapidity  with  which  the  National 
bank  notes  are  wearing  out  and  being  returned  for  destruction,  taken  in  con- 
nection with  the  large  number  of  agents  appointed  to  witness  this  destruction 
in  behalf  of  the  banks.  It  is  necessary  to  destroy  the  notes  of  from  one  hun- 
dred to  one  hundred  and  fifty  banks  in  one  day,  and  the  names  of  about  one 
hundred  and  fifty  persons  are  registered  as  agents.  Much  time  is  consumed  in 
looking  up  these  gentlemen.  Some  of  them  cannot  be  found  when  wanted  ; 
some  are  dilatory  and  others  neglect  to  attend  when  notified.  Then  when  they 
assemble  the  number  is  often  so  great  that  there  is  no  room  for  their  accom- 
modation, and  great  confusion,  delay,  and  inconvenience  are  likely  to  result. 
The  matter  has  at  length  reached  that  point  where  some  change  must  be  made ; 
some  relief  must  be  obtained  or  the  public  business  will  be  seriously  obstructed. 
He  has  accordingly  concluded  that  the  most  feasible  method  of  obviating  the 
difficulties  of  the  situation  will  be  to  submit  the  names  of  a sufficient  number 
of  reliable  agents,  and  request  the  banks  to  make  a choice  from  that  number. 

“The  following  names  are  presented:  The  National  banks  of  Washington 
city,  Messrs.  A.  S.  Pratt  & Son,  J.  C.  G.  Kennedy,  T.  W.  Patchin,  Esq., 
Messrs.  Middleton  & Co.,  Lewis  Johnson  & Co.,  and  toseph  S.  Burnett,  Esq. 
All  these  will  be  in  daily  attendance  at  the  office  and  will  save  the  necessity 
of  giving  special  notice,  as  well  as  loss  of  time  in  looking  for  them.  The 
necessities  of  the  case  have  forced  him  to  adopt  this  plan,  and  while  he  does 
not  wish  to  be  arbitrary,  such  regulations  must  be  prescribed  as  will  prevent 
unreasonable  delay  in  the  transaction  of  public  business,” 
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THE  BURDENS  OF  BANK  TAXATION. 

[From  the  Report  of  the  Comptroller  of  the  Currency,  December^  1876.] 

Section  5214  of  the  Revised  Statutes  provides  that  the  National  banks  shall 
pay  to  the  Treasurer  the  following  taxes  : One  per  cent  annually  upon  the 
average  amoimt  of  notes  in  circulation  and  one-half  of  one  per  cent  annually 
upon  the  average  amoimt  of  deposits,  and  the  average  amoimt  of  capital  stock 
not  invested  in  United  States  bonds. 

The  following  table  exhibits  the  amount  of  United  States  taxes  collected, 
annually,  from  the  organization  of  the  system  (1863)  to  July  i,  187$;  which 
amount  has  been  collected  without  any  expense  whatever  to  the  government 
except  the  compiling  of  the  returns  in  the  Treasury : 


Year. 

On  Circulatian. 

On  Deposits, 

On  Capital, 

Aggregate. 

1864 

$ 53,096.97 

$95,811.25 

$18,402.23 

$ <67,310.45 

1865 

733,247-59 

. 1,087,530.86 

133»25I-I5 

. 1,954,029.60 

1866 

. 2,106,785.30 

- 2,633,102.77 

406,947-74 

- 5.  <46,835. 81 

1867 

2,868,636.78 

2,650,180.07 

321,881.36 

5,840,698.21 

1868 

. 2,946,343.07 

2,564,143.44 

3o6,78<-67 

5,817,268.18 

1869 

• 2.957.4,6.73 

- 2,614,553.58 

312,918.68 

5,88^888.99 

1870 

2,949,744.13 

2,614,767.61 

375.962.26 

- 5.940,474.00 

1871 

2,987,021.69 

2,802,840.85 

385,292.13 

- 6,175,154.67 

1872 

• 3.  <93.57003 

- 3, <20,984.37 

389.356.27 

- 6,703,910.67 

1873 

• 3.353.  <86. 13 

- 3.  <96.569.29 

454,891.51 

- 7.004,646.93 

1874 

• 3.404.483- <1 

. 3,209,967.72 

469,048.02 

- 7.083,498.85 

1875 

• 3.283,405-89 

- 3.5<4,3<o-39 

507, 4< 7. 76 

- 7.305.  <34.04 

Totals. 

-$30,836,937.42 

-$30*104,762.20 

. $4,082,150.78 

.$65,023,850.40 

1876 

- 3.091.795-76 

- 3.505.  <29-64 

632,396.16 

7,229,221.56 

Totals. 

-$33,928,703-18 

-$33,609,891.84 

- $4,7<4.546-94 

.$72,253,071.96 

Section  5173  of  the  Revised  Statutes  provides  that  the  expenses  of  this  office 
shall  be  paid  out  of  the  proceeds  of  the  taxes  or  duties  assessed,  and  collected 
on  the  circulation  of  the  National  banks.  The  amoimt  of  tax  paid  upon  circu- 
lation from  the  organization  of  the  system  to  July  i,  1876,  is  $33,928,703.18, 
while  the  whole  expenses  of  this  Bureau  for  the  same  period,  together  with 
the  cost  of  printing  the  notes,  have  been  but  $4,060,223,59. 

The  Comptroller,  in  reply  to  a circular  letter  addressed  by  him  to  the 
National  banks,  requesting  them  to  report  the  amount  of  State  taxation  paid  by 
them  for  the  year  1875,  received  returns  from  2,018  banks,  having  a capital 
of  493,738,408  dollars.  The  returns  made  to  the  Treasurer  for  the  same 
year  under  the  provisions  of  the  Statute  mentioned,  have  been  classified  in 
this  office  by  States,  and  the  following  table  has  been  prepared,  showing  the 
amount  of  United  States  and  State  taxes,  and  the  rate  of  taxation,  in  every 
State  and  principal  city  of  the  Union,  for  that  year. 
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Ratios  to  Capital. 


ST  A TES  AND  Amount  <if  Taxes.  , • ^ 

, ' ^ U.  S.  State.  Total. 


TERRITORIES. 

Capital. 

United  States. 

State 

Total. 

>. 

/.  c. 

Maine 

$9,790,104 

. $112,652 

$215,981 

• $328,633 

. x.a 

. 2.2 

• 3 4 

New  Hampshire.... 

5,482,514 

. 61,006 

103.949 

• 164.955 

. 1-1 

. 1.9 

. 3*0 

Vermont 

8,216,467 

. 89*360 

169,044 

. 258,404 

. 1.1 

. 2.2 

• 3*3 

Mas5^chusett8 

43.063,374 

491.157 

865,198 

1,356,355 

. 1,1 

. 2.0 

. 31 

Boston 

5*.36a.454 

. 703,218 

957.283 

. 1,660,501 

• 1*4 

. 1.9 

• 3«3 

Rhode  Island 

20,548,433 

. Ml, 639 

269,40a 

471,041 

. 1.0 

. 1.3 

• 

Connecticut 

a5.852.987 

• 277,984 

435.680 

. 713.664 

. i.x 

. 1.7 

. 2.8 

New  York 

35.47*,333 

• 529.804 

962,98a 

. 1,492,786 

• 1-5 

. 2.7 

. 4.2 

New  York  City.. . 

68,466,576 

• 1*376,541 

2,093,143 

. 3.469,684 

. 2.0 

• 3*1 

. 51 

Albany 

2,088,462 

. 62,215 

71,740 

• *33.955 

. 3-0 

• 3-6 

. 6.6 

New  Jersey 

14.972,520 

. 208,550 

300.894 

509*453 

• i-S 

• 2.x 

. 3.6 

Pennsylvania 

29.655.994 

• 410,928 

175,059 

585.987 

. 1.4 

. 0.6 

. 2.0 

Philadelphia 

17.019,239 

346,950 

128,996 

475.946 

. 2.0 

. 0.8 

. 2.8 

Pittsburgh 

10,059,94* 

*41.545 

56,246 

. 197,791 

. 1.4 

. 0.5 

. 1.9 

Delaware 

1,523, *85 

. 22,025 

7.952 

• 29,977 

• 1-5 

. o.s 

. 2.0 

Maryland. 

2,268,238 

. 30,468 

31.355 

61,823 

• 1*3 

• 1-4 

. 2.7 

Baltimore 

*1.469.355 

. 150,003 

230,368 

380,371 

. 1-3 

• 2.0 

• 3-3 

District  of  Columbia 

252,000 

4.555 

262 

4.817 

. 1.8 

. 0.1 

. 1.9 

Washington 

*,239.564 

. 16,905 

• 

■ 3,462 

20,367 

. 1.4 

• 0.3 

• 1-7 

Virginia 

3.535.719 

54. *32 

70,710 

. 124,842 

. 1.5 

. 2.0 

• 35 

West  V irginia 

1,971,000 

25,775 

30,102 

• 55.877 

. 1.3 

• 1-7 

. 3-0 

North  Carolina 

2,232,150 

31,406 

34,584 

. 65,990 

• 1-4 

• 1.6 

. 3.0 

South  Carolina. 

3.*35.ooo 

34.747 

106,760 

141.507 

1.1 

• 3-4 

• 4-5 

Georgia 

2,7*6,974 

. 29,023 

45,790 

74.813 

. 1.1 

• 1.6 

• **z 

Florida 

50,000 

854 

1,056 

. 1,910 

• 1-7 

• 2.x 

. 3.8 

Alabama 

1,638,866 

. 18,865 

22,204 

41,069 

. 1.2 

• 1.4 

. 2.6 

New  Orleans 

3,766,667 

59,314 

9,870 

69,184 

. 1.6 

. 0.3 

. 1.9 

Texas 

*,205,350 

15,819 

20,844 

36,663 

. 1*3 

• 1-7 

. 3.0 

Arkansas 

205,000 

1,983 

3,288 

5.271 

. 1.0 

. 1.6 

. 2.6 

Tennessee 

3.468,992 

47.341 

78,427 

125,768 

. 1-4 

• 2.3 

• 3*7 

Kentucky 

7,201,765 

80,777 

36,311 

. 117,088 

. 1.1 

• 0.5 

. 1.6 

laiuisville 

3,358,000 

45.012 

16,290 

61,302 

. 1-3 

. o.s 

. 1.8 

Ohio 

21,110,393 

. 292,900 

507.231 

. 800,131 

. 1.4 

2.4 

. 3-8 

Cincinnati 

4,000,000 

80,198 

105,199 

185,397 

. 2.0 

. 2.6 

. 4.6 

Cleveland 

4.550,000 

• 51,011 

104,87a 

. 155,883 

. i.i 

• 2.3 

• 3-4 

Indian.a 

18,588,189 

. 229,606 

470,836 

. 700,442 

. I. a 

. 2.6 

. 3-8 

Illinois 

11,873.363 

186,188 

271,636 

457.824 

. 1.6 

. 2.3 

. 3-9 

Chicago 

7.673.757 

173.506 

188,524 

362,030 

. 2.3 

• 2.5 

. 4.8 

Michigan 

8,568,270 

• 105,676 

146,993 

252,669 

. I>2 

. 1.7 

. 2.9 

Detroit 

1,900,000 

• 33.331 

24.744 

58.075 

. 1.8 

• 1-3 

• 3-1 

Wisconsin 

2.974.651 

• 47.584 

55.'56 

. 102,740 

. 1.6 

. 1.9 

• 3-5 

Milwaukee 

700,000 

. 16,263 

19.229 

35.492 

• 2.3 

. 3.0 

• 5-3 

Minnesota 

4,391.068 

. 60,781 

93.736 

154. 5'7 

. 1.4 

• 2.3 

• 3*7 

Iowa 

(^416,607 

• 104,667 

1 26,088 

. 230.755 

. 1.6 

. 2.0 

. 3-6 

Missouri 

2.742. '99 

• 36,361 

93.467 

129,828 

• 1-3 

• 3-5 

. 4*8 

St.  Louis 

6,360.300 

75.135 

177.464 

252,599 

. 1.2 

. 2.8 

. 4.0 

Kansas  

1,588,821 

. 22,901 

45.548 

68,449 

. 1.4 

. 3-2 

. 4.6 

Nebraska 

994.758 

22,277 

21,689 

43.966 

. 2.2 

• 2.3 

• 4-5 

Oregon 

250,000 

• 5.654 

3.037 

. 8,691 

• 2.3 

. 1.2 

• 3*5 

California 

1,552,622 

. 17,186 

. 17,186 

. 1.1 

. . . . 

. . . . 

San  Francisco.... 

2,917,112 

35.780 

35.780 

. 1.2 

. . . . 

. ... 

New  Mexico 

300,000 

4.228 

3.250 

7.478 

. X.4 

. 1.1 

. 2.5 

Colorado 

923,478 

18.997 

25.714 

44.711 

. 2.  I 

• 3-3 

• 5-4 

U tah . 

300,000 

3.472 

2,550 

. 6,022 

. 1.2 

• 1-3 

• 2.5 

Idaho 

100,000 

. 1,429 

2,367 

3.7^ 

. 1.4 

. 2.4 

. 3-8 

Montana 

350,000 

7.047 

9.137 

. 16,184 

. 2.0 

. 2.6 

. 4.6 

Wyoming 

125,000 

2,049 

3,523 

5.572 

. 1.6 

. 2.8 

• 4-4 

Dakotah 

50,000 

. 742 

900 

. 1,642 

. 1-5 

. 1.8 

• 3-3 

t otals $ 503,687,9x1 

7.317.531 

.$  10,058,122 

17.375.653 

. 1.5 

. 2.0 

. 3-5 

Note — The  capital  of  the  banks  that  paid  State,  County  and  Municipal  taxes  on  stock  and  real 
estate  is  1 493,738,408.  Banks  in  California  pay  no  taxes  upon  capital  stock. 

Similiar  returns  in  reference  to  the  year  1874,  were  last  year  received  and 
tabulated  in  this  office,  and  in  a previous  vear  tables  were  prepared  giving  the 
amount  and  rate  of  taxation,  by  States,  for  the  years  1867  and  1869,  all  of 
which  tables  will  be  found  in  the  appendix.  Returns  were  also  received  from 
the  National  banks  in  1866,  but  were  not  tabulated  by  States.  The  United 
States  taxes  for  the  year  last  mentioned  were  $ 8,069,938 ; and  the  State  taxes 
w'ere  $7)949»45i;  total  $16,019,389.  The  rates  of  taxation.  National,  State 
and  total,  upon  National  bank  capital  in  those  States  in  which  the  taxation 
has  been  highest,  will  be  found  from  the  tables  for  1874  and  1875,  to  be  as 
follows  : 
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[December, 


*875- 


States. 

r.  s. 

State. 

Total. 

u.  s. 

State 

Total. 

New  York. . ... 

1-9 

...  2.9 

...  4.8 

...  1.8  ... 

2.9 

...  4.7 

New  Jersey. ... 

*•5 

...  2.1 

...  3*6 

...  1.5  ... 

2.1 

...  3*6 

Ohio 

1.4 

...  2.2 

...  3*6 

...  1.4  ... 

2.4 

...  3.8 

Indiana 

1.2 

...  2.6 

...  3.8 

...  1.2  ... 

2.6 

...  3.8 

Illinois  

1.8 

...  2.2 

...  4-0 

...  1.8  ... 

2.4 

...  4.2 

Wisconsin 

1.8 

...  2.3 

...  4-1 

...  1.7  ... 

2.1 

...  3.8 

Kansas 

1*5 

• 3-3 

...  4.8 

...  1.4  ... 

3-2 

...  4.6 

Nebraska. 

2.0 

•••  3-3 

5-3 

...  2.2  ... 

2-3 

...  4.5 

South  Carolina 

i.i 

...  3.6 

...  4.7 

3*4 

...  4-5 

Tennessee  .... 

1-5 

...  2.2 

3-7 

...  1 .4  ••• 

2.3 

•••  3*7 

le  rates  of  taxation  in 

the  principal  cities 

of  the  country  for 

the  year  1875, 

were  as  follows : 


Rates  of  Taxation. 


Rates  0/  Taxation . 


Cities. 

u.  s. 

State. 

Total. 

Cities. 

G.  S. 

state. 

Total. 

Boston 

. 1.4 

. 1.9 

• 3-3 

...  Louisville. 

• *-3 

. 0.5 

. 1.8 

New  York 

. 2.0 

• 3* 

• 5» 

...  Cincinnati 

. 2.0 

2.6 

. 4.6 

Albany  

•30 

. 3.6 

. 6.6 

...  Cleveland 

.1.1 

. 2.3 

. 3-4 

Philadelphia .. 

. 2.0 

0.8 

. 2.8 

...  Chicago 

. 2.5 

. 4.8 

Pittsburg 

. 1.4 

. 0.5 

. 1.5 

Detroit 

. 1.8 

• 1-3 

• 3*1 

Baltimore 

• *-3 

2.0 

• 3-3 

...  Milwaukee  ... 

•2*3 

. 3-0 

• 5-3 

Washington... 

. 1.4 

. 0.3 

. 1.7 

St  Louis 

. 1.2 

. 2.8 

. 4.0 

New  Orleans. 

. 1.6 

. 0.3 

. 1.9 

St.  Paul 

• 1-3 

2.2 

• 3*5 

The  following  table  giv6s  the  amount  and  ratios  to  capital  of  State  and 
National  taxation  for  the  years  1874  and  1875,  States  and  geographical  divi- 
sions; 

1874. 


GEOGRAPHICAL 


Amount  of  Taxes. 


Ratios  to  Capita/. 


divisions.  Cafita!.* 

United  States.  State. 

Total. 

U.S.  . 
/.  c. 

State, 
p.  c. 

Total. 
P.  c. 

New  England  States  $ 160,517,266 

$ 1,896,533 

. $ 2,980,484 . 

. $4,877,017 

.1.2 

1.8 

. 3.0 

Middle  States 190,162,129 

• 3.325.425 

3.911.371 

7.236,796 

. 1.7  . 

. 2.1  . 3.8 

Southern  States 33.558,483 

Western  States  and 

436,540 

517.792  . 

954.332 

. 1.3  - 

1.5 

. 28 

Territories 109,513,801 

1.597.585 

. 2,210,679  . 

3,808,264 

. i.s  . 

. 2.0 

• .3  5 

United  States...  $493,751,679 

• $ 7.256,083  . $ 9,620.326  , 

1875- 

. $ 16,876,409 

. 1.5 

. 2.0 

• 3-5 

New  England  States  $164,316,333 

• $i|937»oi«> 

. $3.016.537.. 

$4,953,553 

.1.2  . 

1.8 

3*0 

Middle  States *93.585,507 

• 3.300,498 

. 4,062,459 . 

7,362,957 

. 1.7  . 

21.  3.8 

Southern  States 34.485,433 

Western  States  and 

445.048 

. 476,236  . 

921,284 

. 1.3  ■ 

1.4 

• 2.7 

Territories 111,300,588 

1 .634,969 

. 2,502,890 . 

4.137*859 

. 1.5  . 

3.4 

• 3-9 

United  States...  $503,687,911 

• $7,317,531 

. $ 10,058.122  . 

$ 17.375.655 

. 1.5  . 

, 2.0  . 

• 35 

An  estimate  of  the  total 

taxation  of 

the  National  banks,  for  the 

ten  years 

ending  in  1875,  given  in  my  last  annual  report,  and  it  is  repeated  here 
with  the  substitution  of  the  correct  amounts  for  1875,  in  place  of  the  partly 
estimated  ones  then  given  ; 

Ratios  to  Capita/. 


Amount  0/  Taxes. 

^ 

U.S. 

State. 

Total. 

YEARS 

Capital. 

United  States. 

State. 

Total. 

P.  c. 

p.  c. 

p,  c. 

1866.... 

$ 410,593*435 

• $ 7.949.451  . 

$ 8,069,938 

$ 16,019,389 

1.9 

. 2.0 

• 3-9 

1867. . . . 

422,804,666 

. 9,525,607  . 

8,813,127 

18,338,734 

2.2 

2.1 

• 4 3 

1868.... 

>20,143,491 

9.465,65a  . 

8,757,656  . 

18,223,308 

2.2 

2. 1 

• 4-3 

1869.... 

419,619,860 

. 10,081,244  . 

7,297,096  . 

17,378.340 

2-4 

• 1.7 

• 4*1 

1870. . . . 

429,314,041 

. 10,190,682  . 

7.465.675  • 

17,656.357 

2.4 

. 1.7 

• 41 

1871. . . . 

451.994.133 

10,649,895  . 

7,860,078 

18,509,973 

2 4 

. 1.7 

. 4-t 

1872. . . . 

472,956,958 

6,703,910  . 

8,343,772  . 

15,047,682 

1 -4 

1.8 

• 3-2 

1873 

488,778,418 

7,004,646  . 

8,499,748  . 

15,504.394 

1-4 

. 1.8 

• 3-a 

1874 

493*751.679 

. 7,256,083  . 

9,620,326*  . 

16,876,409 

*•5 

. 2.0 

• 3-5 

1875 

503,687,911 

7,317.531  . 

10,058,125*  . 

17.375,653 

1*5 

2..0 

• 3.5 

* The  capital  of  the  banks  which  reported  State  taxes  was,  in  1874,  $476,836,031,  and  in  1875 
it  was  $493,738,408. 
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Section  5204  of  the  Revised  Statutes  provides  that  no  National  bank  shall 
withdraw  or  permit  to  be  withdrawn,  either  in  the  form  of  dividends  or  other- 
wise, any  portion  of  its  capital.  It  also  provides  that  losses  and  bad  debts  shall 
be  deducted  from  the  net  profits  before  any  dividend  shall  be  declared  ; and 
that  all  debts  due  to  an  association,  on  which  interest  is  due  and  unpaid  for  a 
period  of  six  months,  unless  the  same  are  well  secured  and  in  process  of  col- 
lection, shall  be  considered  bad  debts  within  the  meaning  of  the  law ; and  this 
provision  is  construed  to  include  stocks  and  bonds  upon  which  interest  is  past 
due,  as  well  as  promissory  notes.  The  examiners  have  been  specially  instructed 
to  scrutinize  the  loans  of  the  banks  and  report  the  amount  ot  bad  debts  held 
by  them.  These  instructions  have  been  carefully  followed,  and  the  large 
amounts  which  have  been  charged  to  profit  and  loss  may  be  justly  attributed  to 
their  faithful  services  and  this  wise  provision  of  law. 

The  following  table  exhibits  by  States  and  principal  cities  the  losses  charged 
off  by  the  National  banks  under  this  provision,  for  the  two  dividend  periods  of 
six  months  each,  ending  respectively  on  March  i,  and  September  i,  1876  : 

{See  Table  on  next  page.) 

This  table  represents  returns  from  all  the  National  banks  transacting  business 
which  charged  losses  to  profit  and  loss  or  surplus  account  during  the  periods 
named ; and  it  shows  that  the  total  losses  dis|Msed  of,  were,  during  the  first 
period  $6,501,169,82,  and  in  the  second  period  $13,217,856,60,  making  a 
total  of  $ 19,719,026,42.  The  amount  charged  off  by  the  New  York  city  b^ks 
during  the  year  was  $6,873,759.97,  by  the  Boston  banks,  $1,598,722.68,  by 
the  Philadelphia  banks,  $152,976.14,  by  the  Pittsburgh  banks,  $333,851.56,  by 
the  Baltimore  banks,  $876,207.32,  and  by  the  New  Orleans  banks, 
$ 519,70141.  A very  small  proportion  of  the  assets  thus  charged  off  may  ulti- 
mately be  recovered;  but  there  are  still  other  considerable  amounts  of  doubtful 
debts  held  by  the  banks,  and  it  is  estimated  that  an  amount  nearly  as  great 
will  be  charged  to  surplus,  or  profit  and  loss  during  the  ensuing  year. 

The  banks  in  the  principal  cities  have  for  three  years  past  held  large  amounts 
of  currency  as  a dead  weight,  which  greatly  augments  the  nominal  amount  of 
deposits  reported  by  them.  There  is  no  provision  of  law  for  disposing  of  this 
excess,  either  by  funding,  as  originally  authorized  by  the  legal-tender  act,  or 
by  redemption  in  specie,  either  of  which  would  reduce  the  amount  of  circula- 
tion. The  rate  of  interest  prevailing  has  therefore  been  unprecedently  low,  the 
average  rate  in  the  City  of  New  York,  for  the  three  years  ending  June  30, 
1876,  having  been  3.4  per  cent,  upon  call  loans  and  5.8  per  cent,  on  commer- 
cial paper,  while  the  average  rate  during  the  year  has  been  3.3  per  cent  on 
call  loans  and  5.3  per  cent,  on  commercial  paper.  It  is  therefore  seen  that 
the  rate  during  the  fiscal  year  of  1875-6  was  somewhat  less  than  the  average 
rate  for  the  three  years  previous.  The  banks  have  thus  held  a large  amount  of 
money  which  could  not  be  used  at  remunerative  rates.  The  Government  is  re- 
ceiving a revenue  from  the  banks  which  is  more  than  equal  to  all  taxes  paid 
by  them  before  the  war  ; while  the  States  are  also  increasing  very  greatly  the 
burdens  which  were  previously  as  great  as  could  be  borne.  Within  the  past 
two  years  seventy-one  banks,  and  since  the  organization  of  the  system,  207 
banks,  have  gone  into  voluntary  liquidation,  chiefly  on  account  of  excessive 
taxation ; and  during  the  last  year  fewer  banks  have  been  organized  than  in 
any  previous  year  since  1869,  and  unless  some  favorable  legislation  is  obtained, 
a large  number  of  banks  will  retire  from  the  system  to  engage  in  private 
banking.  In  previous  reports  the  Comptroller  has  called  the  attention  of 
Congress  to  the  fact  that  the  amount  of  tax  to  which  the  National  banks  are 
subject,  fthe  average  rate,  including  State  and  National,  being  about  three 
and  one  half  per  centum  per  aimu^  is  much  greater  than  that  imposed  on 
any  other  capital  in  the  country.  The  reason  for  this  will  be  apparent  when 
it  is  remembered  that  the  data  for  the  assessment  and  taxation  of  National 
banks  can  always  be  obtained  from  their  published  statements  ; while  the  amount 
of  the  capital  of  other  corporations,  private  firms  and  individuals,  cannot  be  as 
accurately  determined.  The  United  States  tax  on  bank  capital  and  deposits 
was  essentially  a war  tax ; and  such  impositions  having  been  long  since 
removed  from  every  other  similar  interest,  the  Comptroller  is  fully  of  the 
opinion  that  justice  to  all  parties  requires  its  removal  firom  this  one  also. 
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The  recommendation  for  the  repeal  of  the  provision  imposing  a tax  upon 
bank  deposits,  and  also  of  the  one  requiring  the  affixing  of  a two>cent  staipp 
upon  bank  checks,  is  renewed. 


March  x,  1876. 

September  i,  1876. 

Total 

States  aud  Cities. 

Maine 

Banks. 

16 

Amount. 

®89.9«3-3S 

Banks. 

24 

Amount. 

$97,775.  *0 

0/ 

Losses. 

$ 187,688.45 

New  Hampshire . 

13 

69,274.06 

24 

168,389.65 

237,663.71 

Vermont 

10 

47,040.80 

*7 

192,390.16 

239.430.96 

Massachusetts .... 

65 

337.*54-6S 

109 

919,404.60 

1,256,659.25 

Boston  

30 

471,115.98 

43 

1,127,606.70 

1,598,722.68 

Rhode  Island 

24 

224,163.45 

21 

203,482.25 

427,645.70 

Connecticut 

246, 769 . 22 

44 

365,079-55 

611,848.77 

New  York 

98 

47L725-7I 

123 

828,951.80 

1,300,677.51 

6.873,759-97 

New  York  City. 

36 

2,288,694. 10 

43 

4,585.065-87 

Albany 

3 

57,687.01 

5 

39*327  *09 

97,014.10 

New  Jersey 

25 

118,276.08 

37 

181,632.15 

299,908.23 

, Pennsylvania 

60 

i97»oi3-i3 

81 

536,812.13 

733,825.26 

Philadelphia 

15 

72,485.07 

13 

80,491.07 

*52,976.14 

Pittsburg 

II 

76,533-97 

14 

257*317-59 

333.851-56 

Delaware 

2 

1,032.59 

5 

3*250.20 

4,282.79 

Maryland 

6 

893-67 

8 

25*252.35 

26,146.02 

Baltimore 

10 

260,665.29 

II 

615.542.03 

876,207.32 

Washington 

2 

8,122.17 

4 

2,706.19 

10,828.36 

Virginia 

12 

30,554.02 

13 

68,408.46 

98,962.48 

West  Virginia.... 

5 

9.777-49 

4 

176.25 

9*953-74 

North  Carolina... 

3 

375-27 

6 

29.344-75 

50,720.02 

South  Carolina ... 

6 

30,005.09 

6 

73,861.04 

103,866.13 

Georgia 

4 

40,289.88 

10 

120,270.30 

160,560.18 

Alabama 

3 

15,764.58 

4 

56,264.44 

72,029.02 

New  Orleans .... 

5 

73,829.99 

7 

445.87* -42 

519,701.41 

Texas 

6 

26,353.66 

8 

*5,603.93 

41,957-59 

Arkansas 

I 

24486.69 

24,486.69 

Kentucky 

12 

8,637.41 

14 

20,193-77 

28,831.18 

Louisville 

4 

18,611  .01 

7 

40,492.78 

59,*°3-79 

Tennessee 

6 

9,176.41 

II 

26,403.70 

35.580.11 

Ohio 

53 

187,825.75 

71 

362,699.67 

550,525-42 

Cincinnati  

2 

35.392-95 

3 

66,817.50 

102.210.45 

Cleveland 

4 

22,033.30 

5 

30,275-63 

52,308.93 

Indiana  

35 

143.564-63 

36 

309*039- 14 

452,603.77 

Illinois 

3* 

76,350.24 

47 

167,676. 16 

244,026.40 

Chicago 

*5 

*93.323-66 

12 

202,068.59 

395.392.25 

Michigan 

22 

51,712.91 

34 

138,064.04 

*89,776.95 

Detroit 

I 

5,165.06 

3 

46,454.78 

51,619.84 

Wisconsin 

16 

53,304.89 

17 

16,186.29 

69,491.18 

Milwaukee 

2 

16,574-15 

2 

26,868.77 

43,442.92 

Iowa 

29 

95,93* -48 

32 

186,443.66 

282,375.14 

Minnesota 

18 

26,238.59 

14 

28, 504.01 

54,742.60 

Missouri 

10 

32.757-3* 

11 

11,712.05 

44,469.36 

St.  Louis 

3 

39.  *59  30 

4 

318,059.15 

357,2*8.45 

Kansas 

7 

8,815.01 

7 

*8,729.94 

27,544-95 

Nebraska. 

4 

12,763.29 

4 

3.906.90 

16,670. 19 

Oregon 

I 

45.82 

I 

5.709.76 

5*755-58 

^„>K^alifornia 

I 

2,198.23 

2 

*5,655-32 

17*853-55 

San  Francisco... 

2 

121,250.55 

I 

81,868.65 

203,119.20 

62,052.20 

Colorado 

6 

16,914.87 

6 

45,*37-33 

Utah . 

I 

34.85 

I 

2, 78*.  25 

2,816.10 

New  Mexico 

2 

3,190.04 

I 

126.32 

3,3*6.36 

Wyoming 

I 

18.50 

I 

2,645.30 

2,663.80 

Idaho  

I 

2,666.85 

2.666.85 

Montana 

4 

9,082.64 

2 

392.22 

9,474-86 

Totals 

806 

$6,501,169.82 

.LO34 

$ 13,217,856.60 

$19,719,026.42 
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THE  TAXATION  OF  SHARES  OF  NATIONAL  BANKS 

U.  S.  CIRCUIT  COURT,  E.  D.  OF  MISSOURI — SEPTEMBER  TERM,  1 876. 

Sf.  Louis  National  Bank  v.  Papin ; National  Bank  of  Missouri  v.  Same ; Third 
National  Bank  v.  Same ; Fourth  National  Bank  v.  Same;  Valley  National 
Bank  V.  Same;  Merchants  National  Bank  v.  Same, 

1.  Tax  Levy — When  Equity  will  Interfere. — Shares  being  taxable,  and  no  excessive  valua- 

tion being  complained  of,  equity  will  not  restrain  the  collection  of  the  taxes,  though  the 
assessing  officers  may  have  arrived  at  a correct  result  by  some  erroneous  method. 

2.  Rule  of  Construction  of  Statutes. — Where  an  act  of  the  Legislature  is  susceptible  of 

two  interpretations,  one  of  which  will  overthrow  the  act  or  make  it  unconstitutional,  and 
the  other  will  support  the  act  and  give  it  effect,  the  latter  is  to  be  adopted  by  the  judicial 
branch  of  the  Government.  This  principle  is  one  which  commends  itself  to  the  Federal 
courts  with  great  force,  in  all  cases  where  they  are  called  upon  to  expound  and  apply 
State  legislation,  and  especially  so  where  the  courts  are  asked  to  overthrow  the  revenue 
laws  of  the  States. 

3.  Construction  of  National  Banking  Act. — By  the  section  of  the  National  Banking  Act 

(Rev.  Stats..  Sec.  5219),  which  permits  the  States  to  authorize  all  the  shares  held  in 
national  banks  by  any  person,  to  to  included  in  the  valuation  of  his  personal  property,  and 
to  be  assessed  at  the  place  where  the  national  bank  is  located,  sulnect  to  the  re.striction 
“ that  the  taxation  shall  not  be  at  a greater  rate  than  is  assessed  upon  other  moneyed 
capital  in  the  hands  of  individuals,”  Confess  has  limited  the  States  to  taxation  upon  the 
shares  in  national  banks  as  distinguished  from  taxation  of  the  bank.s  nomine  upon  their 
property  or  capital.  A State  cannot  evade  the  restrictions  of  the  act  by  requiring  the 
value  of  the  property  of  the  bank  to  be  added  to  the  value  of  the  shares  otherwise  ascer- 
tained, and  tnus  produce  an  unfavorable  discrimination  in  the  taxation  of  bank  shares. 

4.  Missouri  Revenue  Act — National  Banks. — As  regards  national  banks,  .section  25  of  the 

revenue  act  of  this  State  may  be  construed  as  intended  to  impose  a tax  upon  the  shares 
only  in  such  banks  at  their  actual  cash  value,  to  be  estimated  by  the  taxing  officers  upon 
an  inquiry  inter  alia  into  the  actual  value  of  the  property  of  the  banks,  so  far  as  it  imparts 
or  confers  a value  upon  the  shares. — Central  Law  youmal. 

Before  Hon.  John  F.  Dillon,  Circuit  Judge,  and  Hon.  Samuel  Treat,  District 
Judge. 

The  national  banking  act  permits  all  the  States  to  authorize  all  the  shares 
held  in  national  banks  by  any  person  to  be  included  in  the  valuation  of  his 
personal  property,  and  to  be  assessed  where  the  national  bank  is  located,  sub- 
ject to  the  restriction  (the  only  one  here  involved),  that  such  shares  shall  not 
be  taxed  at  a greater  rate  than  is  assessed  upon  other  moneyed  capital  in 

the  hands  of  individuals.”  (Rev.  Stats.,  Sec.  5,  21^.)  The  constitution  of 
Missouri  requires  all  property  to  be  taxed  in  proportion  to  its  value.  In  the 
revenue  act  of  the  State  of  Missouri,  approved  March  30,  1872  (Wag.  Stat., 
ch.  1 1 8)  are  the  following  provisions  in  respect  to  the  taxation  of  property  and 
shares  in  corporations. 

Section  35  of  this  act  provides  as  follows  : 

“Persons  owning  shares  of  stock  in  banks  or  any  joint  stock  institution  or 
association  doing  a banking  business,  or  any  insurance  company,  whether  fire, 
marine,  life,  health,  accident,  or  other  insurance,  incorporated  under  or  by 
any  law  of  the  United  States  or  of  this  State,  are  not  required  to  deliver  to 
the  assessor  a list  thereof ; but  the  president  or  other  chief  officers  of  such  cor- 
poration shall,  imder  oath,  deliver  to  the  assessor  a list  of  all  shares  of  stock 
held  therein,  and  the  names  of  the  persons  who  hold  the  same,  and  shall  also 
state  the  actual  cash  value  of  such . stock  and  all  the  property  belonging  to 
such  corporation.  In  estimating  the  value  of  such  stock  and  property,  the 
officer  nudeing  the  same  shall  estimate  and  include  all  reserve  funds,  undivided 
profits,  premiums  or  earnings,  and  all  other  values  belonging  to  such  corpora- 
tion, which  cash  value  shall  be  assessed  and  taxed  as  other  personal  property. 
Insurance  companies,  or  any  corporations  doing  business  on  the  mutual  plan 
without  capital  stock,  shall  make  like  returns  of  the  net  value  of  all  assets  or 
values  belonging  thereto,  which  net  value  shall  be  assessed  and  taxed  in  like 
manner ; private  bankers,  brokers,  money  brokers  and  exchange  dealers  shall  in 
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like  manner  make  returns  of  all  mone3rs  or  values  of  any  description  invested 
in,  or  used  in,  their  business,  which  shall  be  taxed  as  other  personal  property*’ 

Section  36.  “The  taxes  assessed  on  shares  of  stock  emoraced  in  such  list 
shall  be  paid  by  the  corporations  respectively,  and  they  mav  recover  from  the 
owners  of  such  shares  the  amount  so  paid  by  them,  or  deauct  the  same  from 
the  dividends  accruing  on  such  shares,  and  the  amount  so  paid  shall  be  a 
lien  on  such  shares  respectively,  and  shall  be  paid  before  a transfer  thereof 
can  be  made.” 

Sections  37  and  18  and  120  of  the  act  refer  to  the  mode  of  proceeding  to 
collect  the  taxes,  and  penalties  foe  noncompliance  with  its  provisions. 

Six  of  the  national  banks  located  in  St.  Louis  brought  in  this  court  bills 
in  equity  for  an  injunction  to  restrain  the  collection,  amounting  to  $158,772  53, 
levied  for  the  year  1875,  under  the  authority  of  the  revenue  laws  of  the  State, 
upon  the  shares  of  Jthe  respective  shareholders  of  the  said  banks.  Answers 
were  filed  and  proofs  taken,  and  the  cases  were  argued  and  submitted  to- 
gether. 

James  O.  Broadhead,  Heniy  Hitchcock,  Noble  and  Orrick,  and  M.  B.  Jonas, 
for  plaintiff  ; F.  J.  Bowman,  Samuel  Reber  and  G.  A.  Madill,  for  defendant. 

Dillon,  Circuit  Judge,  Treat,  District  Judge,  concurring. 

The  bills  do  not  allege  that  the  State  has  taxed  or  attempted  to  assess  any 
tax  against  any  of  the  banks  e0  nomitu  in  respect  of  property  (other  than  resd 
estate)  owned  by  them  in  their  corporate  capacity.  The  only  tax  assessed  by 
the  State  or  under  its  authority,  except  a tax  on  the  real  estate,  of  whicn 
no  complaint  is  made,  is  a tax  upon  the  shares  of  the  shareholders.  It  is  not 
alleged  in  the  bills,  as  a ground  for  injunction  or  relief,  that  the  shares  have 
in  fact  been  valued  for  taxation  at  more  than  their  actual  cash  value. 

But  the  special  ground  of  complaint  is  that  the  taxes  in  question  are  not 
authorized,  and  if  authorized,  are  authorized  by  section  35  of  the  revenue  act 
of  1872,  above  quoted,  and  that  that  section  prescribes  a mode  of  ascertaining 
and  fixing  the  valuation  of  the  shares  (which  mode  the  taxing  officers  of  the 
State  are  bound  to  follow)  in  conflict  with  the  permission  ^ven  in  the  national 
banking  act  to  the  States  to  tax  the  shares,  and  which,  if  carried  out,  as  it 
must  if  any  taxes  whatever  are  levied  under  it,  results  necessarily  as  con- 
tended in  taxing  these  shares  more  than  the  other  moneyed  capital  in  the  State 
is  taxed,  thus  at  once  contravening  the  restriction  in  this  respect  contained 
in  the  act  of  Congress,  and  the  provision  as  to  equality  of  taxation  con- 
tained in  the  constitution  of  the  State. 

It  is  contended  by  the  counsel  for  the  banks  that  by  the  provision  of  sec- 
tion thirty-five  of  the  revenue  act  of  1872,  above  given,  the  legislature  has 
provided  for  taxing  the  shareholders  not  only  upon  the  ^ue  of  their  shares 
as  such,  but  in  addition  to  this,  for  taxing  them  through  their  shares  upon 
all  the  property  of  the  bank  by  commanding  the  taxing  officers  to  “include” 
the  value  of  all  such  property  in  the  valuation  of  the  sluires. 

It  is  probably  a sound  view  of  the  Federal  legislation  as  it  stands  (Rev. 
Stat,  Sec.  5^2 1 9)  that  Congress  has  limited  the  States  to  taxation  upon  the 
shares  in  national  banks,  as  distinguished  from  taxation  of  the  banks  eo  nomine 
upon  their  property  or  capital,  and  if  so,  the  States  could  not  evade  the  restric- 
tions of  the  act  of  Congress  by  requiring  the  value  of  the  property  of  the  bank 
to  be  added  to  the  value  of  the  shares  otherwise  ascertained,  and  thus  produce 
an  unfavorable  discrimination  in  the  taxation  of  bank  shares.  The  question  is, 
whether  the  Legislature  of  Missouri  has  done  what  the  counsel  for  the  banks 
assert. 

It  must  be  that  the  language  of  section  35  is  not  free  from  obscurity,  and 
that  has  been  quite  manifest  upon  the  argument  bfore  us,  since  it  showed  that 
the  counsel  for  the  defendant  have  put  different  constructions  upon  it.  In 
reaching  a conclusion  the  court  must  l^r  in  mind  certain  establish^  principles 
of  construction.  One  is,  that  where  an  act  of  the  Legislature  is  susceptible  of 
two  interpretations,  one  of  which  will  overthrow  the  act  or  make  it  unconsti- 
tutional, and  the  other  will  support  the  act  and  give  it  effect,  the  latter  is  to  be 
adopted  by  the  judicial  branch  of  the  Government  This  principle  is  one 
which  commends  itself  to  the  Federal  courts  with  great  force,  in  all  cases 
whero  they  are  called  upon  to  expound  and  apply  State  legislation,  and  vrith 
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more  than  ordinary  persuasiveness  and  cogency  in  cases  in  which  these  courts 
are  asked  to  overthrow  the  revenue  law  of  the  State. 

The  court  is  of  opinion  that  section  35,  in  respect  of  the  valuation  of  the 
shares  in  national  banks,  does  not  necessarily  require  the  construction  which 
the  banks  put  upon  it.  That  is  to  say,  it  does  not  require  the  value  of  the 
property  of  the  bank  as  a corporate  entity  to  be  added  to  the  value  of  the 
shares,  and  the  whole  to  be  divided  by  the  number  of  shares,  the  quotient 
giving  the  value  of  each  share.  But  its  requirement  is  to  ascertain  and  tax 
the  snare  at  its  actual  cash  value  ; but  in  ascertaining  that  value,  the  officer  is 
directed  to  regard  and  include  in  his  estimate  all  reserve  funds,  profits,  earn- 
ings,  and  other  values.  Whv  not  ? These  are  important  elements  in  the  ques- 
tion of  value,  and  they  should  be  included  in  estimating  the  value  of  the  stock. 
From  these,  indeed,  the  stock  derives  its  principal  pecuniary  value.  Suppose 
the  direction  to  the  taxing  officers  was  to  assess  the  shares  at  their  cash  value, 
without  prescribing  how  that  value  should  be  ascertained.  The  cash  value 
may  be  more  or  less  than  the  par  value,  or  more  or  less  than  the  market  value. 
The  actual  value  of  shares  depends  chiefly  upon  the  capital,  property  and  values 
owned  by  the  bank.  Any  intelligent  determination  of  the  ^ue  of  a share  in- 
volves an  enquiry  into  the  assets  and  property  of  the  bank. 

The  act  did  not  intend  to  make  the  estimate  of  value  fixed  by  the  president 
of  the  bank  conclusive.  The  duty  of  estimating  the  value  is  devolvea  on  the 
officers  of  the  State ; and  as  respects  national  banks,  the  provision  requiring 
the  president  of  the  bank  to  return  the  property  of  the  bank  and  state  its 
value,  can  and  should  be  regarded  as  intended  to  supply  the  assessing  officer 
with  data  to  form  a just  and  ffiir  judgment  as  to  the  actual  value  of  the  shares. 
To  this  end,  and  to  preclude  controversy,  the  act  directs  “reserve  funds,  un- 
divided profits,  premiums  or  earnings  or  other  values  belonging  to  the  corpora- 
tions” to  be  inauded  in  estimating  the  value  of  the  shares.  It  does  not  seem 
to  us  that  the  act  excludes  from  the  consideration  of  the  assessor  the  liabilities 
of  the  bank,  since  these  must  be  taken  into  account,  if  the  “actual  cash  value” 
of  the  stock  and  no  more  is  to  be  ascertained  and  taxed.  This  view  is  con- 
firmed by  the  next  sentence,  which  requires  corporations  on  the  mutual  plan  to 
“make  like  returns  of  the  net  value” — which  would  allow  liabilities  to  be 
regarded  as  ascertaining  the  value  of  the  assets  to  be  taxed. 

We  do  not  think  a fair  construction  of  sec.  3^  requires  the  assessing  officers 
to  exclude  from  their  consideration  the  liabilities  and  actual  instead  of 
nominal  value  of  the  assets  of  the  bank,  in  ascertaining  the  taxable  value  of 
the  property  of  the  bank,  as  one  means  of  arriving  at  the  value  of  the  shares. 

As  respects  national  banks,  our  judgment  is  that  the  act  of  the  Legislature 
can  be  fairly  construed  as  intended  to  impose  a tax  upon  the  shares  only  in 
national  banks  at  their  actual  cash  value  ; that  such  cash  value  is  to  be  esti- 
mated by  the  taxing  officers  upon  an  enquiry  inter  alia  into  the  actual  value  of 
the  property  of  the  banks,  so  far  as  this  imparts  or  confers  a value  upon  the 
shares,  and  that  this  is  the  purpose  which  should  be  judicially  ascribed  to  the 
Legislature  rather  than  a purpose  to  impose  taxes  upon  an  illegal  valuation 
The  proofs  do  not  show  that  the  valuation  of  the  shares  by  the  taxing  officers 
is  excessive ; at  all  events  an  excessive  valuation  in  fact  is  not  made  an  object 
of  relief  in  the  bills.  Inasmuch  as  the  shares  are  taxable,  and  no  excessive 
valuation  is  complained  of,  equity  would  not  restrain  the  collection  of  the  taxes, 
even  though  the  assessing  officers  may  have  arrived  at  a correct  result  by  some 
erroneous  method. 

A decree  will  be  entered  in  each  case  dismissing  the  bill  of  complaint. 


Old  Coins. — In  unloading  a load  of  sand  recently  at  Exeter,  N.  H,.  sixteen 
pine-tree  shillings  bearing  the  date  of  1652  were  found.  They  were  as  bright 
as  they  were  when  coined.  They  were  evidently  in  a box  that  has  decayed. 
The  sand  being  sifted,  fourteen  more  were  afterwards  found. 

■ ■ 
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THE  BASIS  OF  NATIONAL  BANK  TAXATION. 

Supreme  Onert  of  the  State  of  New  York.  First  Department.  General  Term^ 

November^  1876. 

The  People  on  the  relation  of  the  Gallatin  National  Bank,  Frederick  D. 

Tappan,  et  al.  against  The  Commissioners  of  Taxes  and  Assessments,  &c. 

Before  Noah  Davis,  P.  J.,  John  R.  Brady,  and  Charles  Daniels,  JJ. 

Writ  of  certiorari  to  inquire  into  the  validity  of  a tax  imposed  on  shares  of 
the  Gallatin  National  Bank. 

Brady,  J.  The  actual  value  of  the  shares  of  the  relators’  stock,  is  the  proper 
standard  in  assesssing  the  tax  to  be  paid. 

The  par  value  does  not  control.  Laws^  1866,  Vol.  2d,  p.  1647.  * 

Stat.  393,  5.  17.  It  was  the  duty  therefore  of  the  respondents  to  ascertain  and 
act  upon  the  true  value  of  the  stock  as  they  have  done.  People  vs.  The  Asses- 
sors of  Albany  City.  2 Hun.  583.  The  provision  that  the  tax  so  assessed 
shall  not  exceed  the  par  value  in  the  enabling  act  of  Congress  of  9th  March, 
1865,  does  not  affect  this  principle.  The  impost  may  be  upon  a sum  not  ex- 
ceeding the  par  value,  when  that  sum  represents  the  actual  value  of  the  share. 

The  precise  question  is  settled  by  the  highest  authority.  Hepburn  vs.  The 
School  Directors  of  the  Borough  of  Carlisle,  Penn.,  23  Wallace  Peps.  480.  The 
only  restriction  is  that  the  share  shkll  not  be  taxed  at  a |^eater  rate  than  is 
imposed  upon  other  moneyed  capital  in  the  hands  of  individuals  of  this  State. 

This  limitation  is  not  affected  by  the  fact  that  a part  of  of  the  capital  stock 
of  the  bank  is  invested  in  bonds  of  the  United  States.  ( Van  AUm  vs.  The 
Assessors,  3 Wall  573.  The  People  vs.  The  Commissioners.,  4 Wall  244,)  or  by 
he  fact  that  the  bank  is  obliged  by  law  to  accumulate  a reserve.  The  respond- 
ents in  determining  the  tax  to  be  imposed,  adopted  a standard  of  value 
tfounded  upon  the  statement  of  the  Relators’  President,  and  ascertained  by  de- 
ducting from  such  value,  the  proportionate  share  of  the  assessed  value  of  the 
relators’  real  estate.  The  reserve  which  is  a part  of  the  capital  of  the  bank 
and  the  surplus  as  well,  were  properly  included  in  the  estimate  of  value.  Both 
contribute  to  the  value  of  the  shares,  and  are  necessarily,  therefore,  constituent 
elements  of  such  value.  The  interest  of  the  shareholder  entitles  him  to  par- 
ticipate in  the  net  profits  earned  by  the  bank  in  the  emplo3rment  of  its  capital 
during  the  existence  of  its  charter,  in  proportion  to  the  number  of  his  shares, 
and  upon  its  dissolution  or  termination,  to  his  proportion  of  the  property  that 
maj^  remain  of  the  corporation,  after  the  payment  of  its  debts.  This  is  a dis- 
tinct independent  interest  or  property  held  by  the  shareholder,  like  any  other 
property  that  may  belong  to  him,  and  we  add,  of  course  subject  to  taxation. 

Per  Nelson.  J.,  in  cases  in  3d  and  4th  Wallace  Supra.  It  is  quite  apparent 
from  these  adjudications  and  the  principles  enunciated  by  them,  that  the  re- 
spondents have  acted  properly,  and  that  the  writ  must  be  dismiss^  with  costs. 


Rhode  Island. — At  the  last  session  of  the  Legislature  of  Rhode  Island^ 
chapter  129  of  the  General  Statute,  “of  Bills  of  Exchange  and  Promissory 
Notes”  was  amended  thus — to  take  effect  June  ist,  1876  ; — 

“All  bills  of  exchange  drawn  at  sight,  due  and  payable  within  this  State,  and 
in  which  there  is  not  a provision  to  the  contrary,  shall  be  allowed  three  days’ 
grace.  ” ^ 

The  following  act  was  also  passed  at  the  same  time : 

“Any  person  upon  whom  a bill  of  exchange  or  draft  is  drawn  which  requires 
acceptance,  shall  ^ve  until  two  o’clock  in  the  afternoon  of  the  business  day 
next  succeeding  the  first  presentation  thereof,  in  which  to  decide  whether  or  not 
he  will  accept  the  same  : provided,  however,  that  all  bills  of  exchange  or  drafts 
which  may  be  for  cause  held  over  one  day,  shall,  when  accepted,  date  from 
the  day  of  presentation.” 
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THE  LAW  OF  TRUSTEESHIP. 

UNITED  STATES  CIRCUIT  COURT,  EASTERN  DISTRICT  OF  PENNSYLVANIA. 

Voight  V.  Ltwisy  Trustee  of  Jay  Cooke  Co, 

Defendants  were  brokers  for  complainant,  whose  bonds  they  had  sold,  and  held  the  proceeds  at 
the  time  of  their  failure,  deposited  in  their  names  in  a bank  account,  which  they  kept  ex* 
clusively  for  their  brokerage  transactions  ; the  balance  of  the  account  being  more  than 
sufficient  to  meet  the  charges  arising  from  such  transactions.  //^/</,  That  the  complainant 
was  entitled  to  receive  in  full  the  amount  of  the  proceeds  of  his  bonds. 

Opinion  by  McKennan,  Cir.  J.  Oct  26th,  1876. 

If  the  fund  in  controversy  did  not  belong  to  Jay  Cooke  & Co.  at  the  time  of 
their  bankruptcy,  no  property  in  it  passed  to  their  trustee ; and  if  they  could 
not  gainsay  the  right  of  the  plaintiff  to  demand  and  recover  it  from  the  bank 
in  which  it  was  deposited,  their  trustee,  who  has  to  receive  it,  cannot  now 
withhold  it.  Its  origin  is  clearly  established  by  the  proof.  It  was  the  product 
of  the  sale  by  J.  Cooke  & Co.,  as  the  brokers  of  the  plaintiff,  of  $2,000  of 
Reading  Railroad  general  mortgage  bonds,  and  it  was  received  bv  them,  not 
as  their  own  or  for  themselves,  but  for  the  use  and  benefit  of  the  plaintiff 
Their  relation  to  the  plaintiff  then  was  strictly  fiducianr,  and  in  virtue  of  it 
alone  were  they  recipients  and  holders  of  the  proceeds  of  the  sale  of  his  bonds. 
As  the  successors  of  Jay  Cooke  & Co.  only  tneir  right  to  this  fund  passed  to 
their  trustee,  and  he  took  it,  therefore  impressed  with  the  same  character  and 
subject  to  the  same  equities,  which  resulted  from  their  relation  to  the  benefi- 
cial owner  of  it.  But  it  does  not  follow  from  the  fact  that  lay  Cooke  & Co. 
received  the  fund  in  question  in  trust  for  the  plaintiff^  that  he  is  entitled  to 
the  relief  which  he  now  seeks.  This  will  depend  upon  whether  they  made  any 
appropriation  of  it,  so  that  it  would  not  be  individuated  and  its  identity  clearly 
tracaf.  It  is  undoubtedly  true  that  a trust  fund  which  has  been  so  intermixed 
with  the  money  of  the  trustee  that  it  cannot  be  followed,  cannot  be  recovered 
roecihcally  the  cestui  que  trust.  But  as  was  said  by  Mr.  Justice  Strong,  in 
Farmers  and  Mechanics*  National  Bank  v.  King,  7 P.  F.  Smith,  205  : “ ft  is 
undeniable  that  equity  will  follow  a fund  through  any  number  of  transmutations, 
and  preserve  it  for  the  owner  so  long  as  it  can  be  identified.  And  it  does  not 
jpatter  in  whose  name  the  legal  right  stands.  If  money  has  been  converted  by 
a trustee,  or  agent,  into  a chose  in  action,  the  legal  right  to  it  may  have  been 
changed,  but  eejuity  regards  the  beneficial  ownership.** 

Even  at  law  it  has  been  decided  that  a principal  might  maintain  an  action  to 
recover  from  a bank  the  proceeds  of  a discount  of  his  own  note,  which  were 
placed  to  the  credit  of  his  agent,  and  which  the  bank,  at  the  time  of  the  de- 

r^sit,  had  no  notice  it  did  not  belong  to  the  agent  Frazier  v.  the  Erie  Bank, 
W.  and  S.  18.  But  it  is  not  essential  to  the  effective  assertion  of  a beneficial 
title  to  a trust  fund  that  the  fund  shall  be  susceptible  of  separate  identification. 
No  more  is  required  than  proof  of  substantial  identity.  Money  has  no  ear-mark 
by  means  of  wMch  it  can  be  specifically  identified.  Into  whatever  form  it  may 
be  changed,  if  it  can  be  clearly  traced,  equity  will  rescue  it  from  a wrongful 
appropriation,  and  give  effect  to  the  right  of  its  real  owner.  An  ear-mark  is 
only  a means  of  identification,  but  is  not  evidence  of  ownership.  It  “is  not 
indispensable  to  enable  a real  owner  to  assert  his  right  to  property,  or  to  its 
products  or  substitute.  Evidence  of  substantial  identity  may  be  attached  to  the 
thing  itself,*  or  it  may  be  extraneous.  . . . But  in  re^rd  to  money,  sub- 

stantial identity  is  not  oneness  of  pieces  of  coin,  or  bank  bills.  If  an  agent  to 
collect  money  puts  the  money  collected  into  a chest  where  he  has  money  of 
his  own,  he  does  not  thereby  make  it  all  his  own,  and  convert  himself  into  a 
mere  debtor  to  his  principal.  The  principal  may  by  law  claim  out  of  the  chest 
the  sums  which  belonged  to  him  before  the  admixture.**  Farmers  and  Mechan- 
ics* Bank  v.  King,  supra. 

Nor  will  the  placing  of  a fimd  received  by  an  agent  or  a trustee  in  an  in- 
dependent depository  to  his  individual  credit,  even  where  it  is  mingled  in  the 
account  with  his  own  and  the  money  of  other  trusts,  work  a confusion  of  these 
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funds,  and  defeat  the  right  of  a beneficial  owner.  So  it  was  held  in  Pennell  v. 
DefFMl,  23  Eng.  Law  and  Ex).,  460,  and  Mr.  Justice  Strong,  in  Farmers  and 
Mechanics’  Bank  v.  King,  referring  to  this  case  with  decided  approval,  sa3rs  of 
it:  **It  was  a contest  between  an  official  assip;nee  in  bankruptcy  and  insolvency 
and  the  executors  of  a prior  deceased  assignee,  who  had  kept  an  account 
with  bankers,  into  which  he  had  paid  his  own  mone^  as  well  as  moneys  of 
the  trusts.  The  accounts  were  not  distinguished  as  official  accounts,  but  were 
opened  in  the  depositor’s  own  name.  There  was  nothing  to  show  that  he  was 
not  alone  interested  in  the  sums  due  from  time  to  time  from  the  bankers.” 
Lord  Justices  Knight,  Bruce  and  Turner,  held  that  the  assignee  was  entitled  as 
against  the  executors  of  the  depositor.  The  former  said  that  “when  a trustee 
pays  money  into  a bank  to  his  credit,  the  account  being  a simple  account  with 
nimself,  not  marked  or  distinguished  in  any  other  manner,  the  debt  thus  consti- 
tuted from  the  bank  to  him  is  one  which,  as  long  as  it  remains  due,  belon|[s 
specifically  to  the  trust  as  much  and  as  effectually  as  the  money  so  paid 
would  have  done  had  it  specifically  been  placed  by  the  trustee  in  a particular 
repository  and  so  remanded.”  There  is  much  more  in  the  case.  It  is  particu- 
larly to  be  noticed  that  the  moneys  of  several  distinct  trusts  were  carried  into 
the  accoimt ; that  the  trustee’s  own  money  had  been  mixed  with  them,  and 
that  a rule  was  laid  down  for  determining  what  belonged  to  the  trust  and  what 
to  the  depositor. 

AppMng  these  principles  to  the  facts  proved  in  this  case  the  right  of  the 
compkinant  to  the  relief  prayed  for  seems  to  be  free  from  doubt 

Jay  Cooke  & Co.  were  brokers,  and  their  business  of  this  character  was  car- 
ried on  in  a department  which  was  specially  in  char^  of  one  of  their  employes, 
and  was  distinct  from  the  other  dep^ments  of  their  business.  Separate  books 
of  account  were  kept  in  it,  in  which  were  entered  each  transaction  of  the  firm 
pertaining  to  the  purchase  and  sale  of  stock,  bonds,  and  other  securities  on  com- 
mission. All  moneys  arising  from  these  operations  were  deposited  in  the  Sev- 
enth National  Bank  in  the  name  of  the  firm,  and  this  amount  was  drawn  upon 
exclusively  to  answer  demands  in  the  brokerage  department  The  proceeds  of 
the  sale  of  the  complainant’s  bonds  were  carried  into  this  account,  and  remained 
there  at  the  time  of  the  failure  of  the  firm,  at  which  time  there  was  a bdlance 
to  their  credit,  more  than  sufficient  to  pay  the  charges  in  the  books  against 
the  brokerage  department  for  moneys  received  and  deposited  in  the  bank. 

Under  these  circumstances  it  cannot  be  gainsaid  that  the  money  received  by 
Jay  Cooke  & Co.  for  the  complainant’s  bonds  entered  into  and  constituted  a 
part  of  the  deposit  in  the  Seventh  National  Bank.  Its  origin  and  amount 
are  positively  determinable,  and  it  can,  with  like  certainty,  be  traced  into  that 
account.  On  this  point  the  clerk  who  had  charge  of  the  brokerage  department 
testified:  “I  could  take  the  records  of  sales  and  the  deposit-book  and  trace  up 
the  money  of  Mr.  Voight;  for  instance,  show  that  it  had  been  deposited  in  the 
Seventh  National  Bank,  and  remained  there.” 

The  substantial  identity  of  the  complainant’s  money  is  thus  completely  estab- 
lished. It  did  not  exist  in  its  original  form,  and,  therefore,  could  not  be  iden* 
tified  in  specie,  but  the  distinctiveness  of  its  substitute  is  uncjuestionable.  If  it 
had  been  converted  by  its  agents  into  a specific  security,  equity  would  lay  hold 
of  it  and  control  its  appropriation  for  his  benefit,  not  because  it  could  be  in- 
dividuated, but  because  it  could  be  identified  as  the  product  of  his  property, 
and  he  was  therefore  to  be  treated  as  its  rightful  owner.  This  result  will 
not  be  changed  by  the  fret  that  it  has  been  transmuted  into  the  form  of  a 
credit  in  a bank  in  the  name  of  the  agents  themselves.  It  may  be,  and  has 
been,  traced  by  extraneous  evidence  into  the  bank  account  as  clearly  as  if  a 
promissory  note  had  been  substituted  for  it.  True,  it  is  undistii^ishable,  in 
the  face  of  the  account,  from  other  trust  funds  and  moneys  of  the  agents 
which  were  carried  into  the  account ; but  as  the  complainant’s  proportion  of 
this  credit  is  definitely  ascertainable,  and  so  separable  from  that  of  the  other 
beneficial  owners  of  it,  it  will  be  administered  by  a Court  of  Equity  as  belong- 
ing to  him  just  as  effectually  as  if  the  money  which  it  represented  had 
“specifically  been  placed  ^ the  trustee  in  a particular  repository  and  there 
remained.”  Pennell  v.  Deflfell,  supra. 

Let  a decree,  therefore,  for  the  complainant,  according  to  the  prayer  of  the 
bill,  be  prepared. 
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The  Banker’s  Almanac  and  Register  for  1877  to  press  early  in 

January.  Notices  of  further  changes  among  Banks  and  Bankers  should  be  sent 
in  promptly.  Orders  for  the  insertion  of  Banker’s  Cards  must  be  sent  in  be- 
fore December  -loth. 

Quarterly  Supplements  giving  the  latest  changes  to  date,  will  be  issued  in  April, 
July  and  October  of  1877.  A place  for  their  insertion  will  be  provided  in  the 
new  volume.  The  price  of  these  Supplements  will  be  fifty  cents  for  the  three, 
but  to  advance  subscribers  to  the  Almanac  and  Register  they  vrill  be  furnished 
free  of  charge.  Prepayment  by  Banks  or  Bankers  is  not  necessary  if  any 
prefer  to  await  delivery,  but  an  order  is  essential. 


The  Silver  Commission  constituted  by  a joint  resolution  passed  at  the  last 
session  of  Congress,  was  organized  during  the  last  week  of  October.  The 
original  members  are : Senators  Jones  of  Nevada,  Boutwell  of  Massachusetts, 
and  Bogy  of  Missouri ; Representatives  Gibson,  of  Louisiana,  Bland  of  Missouri, 
and  Willard  of  Michig^.  These  have  elected  to  complete  the  commis- 
sion ; the  Hon.  Wm.  S.  Groesbeck  of  Cincinnati,  and  Professor  Francis 
Brown  of  Cambridge.  Messrs.  George  M.  Weston  of  Boston,  and  Alexander 
Delmar  of  Philadelphia,  are  appointed  Secretaries.  The  Commission  is  now  in 
session  in  New  York.  It  wilt  send  a sub-committee  to  the  Pacific  Coast  to 
collect  evidence  in  regard  to  the  production  of  the  precious  metals. 

New  York. — At  a meeting  of  the  directors  of  the  Tenth  National  Bank 
on  Wednesday,  November,  8tn,  Mr.  George  Ackerman  was  elected  president, 
to  fill  the  vacancy  caused  by  the  recent  death  of  Walter  B.  Palmer.  Mr. 
Ackerman  has  been  connected  with  the  bank  since  its  organization,  and  for 
several  years  has  filled  the  position  of  cashier.  Mr.  Rufus  Story,  an  old  mer- 
chant of  this  city,  and  for  several  years  a director  of  the  Bai^,  was  elected 
vice-president,  and  Mr.  Edward  A.  Bliss  was  elected  acting  cashier.  Mr.  Bliss 
was  formerly  cashier  of  the  Lee  Bank,  of  Lee,  Mass  , which  place  he  left  to 
take  the  position  of  teller  in  the  Tenth  National  Bank  at  the  time  of  its 
organization,  and  with  this  bank  he  has  been  connected  since  that  time. 

The  Suspended  Savings  Banks.— Wm.  J.  Best,  the  receiver  of  the  Me- 
chanics & Traders*  Savings  Institution,  has  obtained  from  Judge  Osborn,  at 
Albany,  an  order  to  pay  a dividend  of  fifty  per  cent.  On  November  ist,  256 
creditors  had  proved  claims  amoimting  to  $ 93,806,  and  there  are  other  valid 
claims  amounting  to  $ 82,496.  The  receiver  1^  obtained  ftom  the  assets  some 
$95,000. 

W'illiam  M.  Banks,  receiver  of  the  Security  Savings  Bank,  has  been  authori- 
zed to  pay  a second  dividend  of  twenty  per  cent  to  the  depositors.  The  for- 
mer dividend  was  twenty-five  per  cent. 

Dividends  : — The  Comptroller  of  the  Treasury  declared  on  October  27th,  a 
dividend  of  fifty  per  centum  in  favor  of  the  creditors  of  the  Watkins  National 
Bank  of  Watkins,  N.  Y. 

California. — A new  stock  board,  to  be  called  the  Nevada  Stock  Exchange 
Boan^  is  being  organized  in  San  Francisco  to  go  into  operation  December  i. 
It  will  be  devoted  mainly  to  dealings  in  Government  bonds,  State  and 
county  securities,  gas  and  water  stocks,  and  mining  stocks. 
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Colorado. — A new  banking  institution  has  been  formed  at  Trinidad,  called 
the  Bank  of  Southern  Colorado,  and  begins  business  December  ist.  The  co- 
partnership consists  of  Messrs.  Joseph  Davis,  of  Davis  & Sherman,  Trinidad  ; 
Matthew  Lynch,  of  Elizabethtown,  N.  M.,  Sewell  T.  Collins,  late  of  First 
National  Bank  Denver,  and  S.  G.  Collins,  Cashier  of  Exchange  Bank  of 
Denver.  The  business  of  the  firm  will  be  managed  by  Mr.  Joseph  Davis  as 
President,  and  Mr.  Sewell  T.  Collins  as  Cashier,  their  New  York  correspond- 
ents being  Gilman,  Son  & Co. 

Arrests. — Two  men,  pving  the  names  of  Charles  Lang  and  Heniy 
Boland,  were  arrested  at  Richmond,  Ind.,  on  November,  22d,  having  in  their 
possession  several  thousand  dollars  in  counterfeit  money,  mostly  United  States 
Treasury  notes.  Among  the  bills  were  ten  $100  Treasury  notes,  admirably 
executed.  Circumstances  indicated  that  they  had  been  passing  the  money  by 
making  small  purchases  throughout  the  coimtry. 

An  agent  of  the  National  Park  Bank,  of  New  York,  arrived  in  St.  John,  NB., 
on  November,  22d,  and  procured  the  arrest  of  Ellis,  its  defaulting  teller,  on  a 
suit  for  the  recovery  of  $62,400  due  to  the  BanlL  It  is  however  doubtful 
whether  he  can  be  returned  to  this  city.  He  could  only  be  extradited  by 
the  United  States  authorities,  and  it  is  probable  that  the  Government  would 
be  unwilling  to  ask  for  his  release  after  their  failure  in  the  Winslow  and 
Gray  cases.  Ellis*  capture  was  brought  about  by  means  of  circulars  containing 
a description  of  him  and  his  party,  which  had  been  extensively  circulated 
throughout  the  United  States  and  Canada. 

Kentucky. — The  following  circular  issued  at  Louisville,  November  9th, 
explains  itself. 

“TO  THE  BANKERS  OF  KENTUCKY. 

“It  will  be  remembered  that  R.  A.  C.  Martin,  late  cashier  of  the  Bank  of 
Columbia,  was  murdered  while  in  the  discharge  of  his  duties  in  1872.  His 
heroic  conduct,  which  made  him  faithful  imto  death,  has  won  for  him  imperish- 
able honor.  He  left  a widow,  Mrs.  Hester  *A.  Martin,  surviving  him,  and 
some  means  of  income  from  stocks  and  bonds,  but  these  have  become  unavail- 
ing. and  she  is  now  left  without -means  of  adequate  support  Recently  the 
banks  and  bankers  of  Massachusetts  and  other  States  have  contributed  over 
$13,000  to  Mrs.  Heywood,  the  widow  of  the  Cashier  of  the  Northfield,  Minn., 
National  Bank,  who  was  murdered,  as  is  supposed,  by  the  same  desperadoes 
who  killed  Mr.  Martin.  This  contribution  to  the  wants  of  Mrs.  Heywood  is 
commendable,  and  the  object  of  this  communication  is  to  ask  the  bankers  of 
Kentucky,  the  native  State  of  Mr.  Martin  and  his  widow,  to  come  to  her  aid 
in  this  time  of  her  need,  and  secure  for  her  at  least  an  adequate  support.  We 
will  take  pleasiue  in  receiving  for  Mrs.  Martin’s  benefit  such  sums  as  can  be 
sent 

“T.  T.  Alexander, 

“Late  President  Bank  of  Columbia. 

“L.  C.  Murray, 

“Cashier  Kentucky  National  Bank.” 

We  trust  that  the  banks  of  the  nation  at  large  will  not  fail  to  testify 
promptly  and  fully  their  appreciation  of  the  faithfulness  of  both  these  officers. 
Everyone  ought  to  contribute  something. 

Those  who  are  placed  in  charge  of  valuable  interests,  if  ever  called  upon  to 
face  danger  in  their  defence,  should  be  allowed  no  reason  to  fear  that  through 
their  fidelity  others  dependent  upon  them  may  be  brought  to  penury  or  want. 

The  Two  Heroes. — The  memory  of  Joseph  Lee  Heywood,  and  R.  A.  C. 
Martin,  ought  to  be  perpetuated  not  only  by  a fitting  monument  to  each,  but 
every  other  means  which  can  hold  up  their  examples  for  honor  and  remem- 
brance. We  are  glad  to  have  an  opportunity  to  do  something  in  this  direction. 
The  Banker’s  Almanac  and  Register  for  1877  will  contain  photographic 
portraits  of  both,  taken  by  the  “Albertype”  proce^  being  an  exact  reproduc- 
tion of  photographs  from  life.  These  likenesses  will  be  studied  with  mterest 
by  the  banking  community  everywhere,  and  the  lesSon  of  two  noble  lives  may 
thus  be  effectively  imprest  upon  thousands  of  its  members. 
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Maine. — Four  men  attacked  the  watchman  of  the  Waterville  National  Bank 
on  the  night  of  November  2ad,  and  bound  and  gagged  him.  Before  they  could 
get  to  work  on  the  bank  vault  they  were  discovered  by  another  watchman 
and  fled. 

The  books  of  the  Lewiston  Institution  for  Savings  are  quite  largely  used  as 
currency  in  some  business  transactions  in  that  vicinity.  They  are  taken  generally 
at  seventy-five  cents  on  a dollar  in  payment  for  house  lots,  &c.  The  bank  vrill 
be  prepared  to  pay  50  per  cent,  on  its  deposits  January  ist,  and  is  expected 
to  pay  ultimately  So  per  cent. 

The  trustees  of  the  Waterville  Savings  Bank  decided  that  the  bank  should 
resume  business  on  November  14,  a sufficient  number  of  depositors  having 
signed  an  agreement  warranting  such  action.  The  trustees  are  confident  that 
the  assets  are  sufficient  to  pay  the  old  depositors  90  per  cent.  The  bank  now 
is  and  will  continue  t6  be  conducted  on  careful  business  principles. 

Missourl — The  directors  of  the  Second  National  Bank  of  St.  Louis  have 
elected  to  its  Vice  Presidencjr,  Mr.  E.  D.  Jones,  formerly  its  Cashier.  Mr. 
Jones  is  known  to  a large  circle  of  correspondents  as  an  experienced  and  suc- 
cessful banker.  The  other  officers  of  the  Bank  continue  as  before — Mr.  George 
D.  Capen,  President,  and  Mr.  C.  S.  Chariot,  Cashier. 

Minnesota. — The  Marine  Bank  of  St  Paul,  under  State  charter,  suspended 
on  November,  13th. 

The  failure  is  attributed  to  mismanagement,  and  not  to  any  misappropriation 
of  the  funds.  It  is  stated  positively  by  one  of  the  Directors  that  the  assets 
are  in  excess  of  the  liabilities,  but  that  at  this  time  it  is  not  possible  to  say 
how  soon  a settlement  can  be  made  with  creditors 

Death  of  an  Old  Bank  Officer. — Mr.  James  Peale,  a well-known  citizen 
of  Philadelphia,  died  at  his  residence,  in  that  city,  on  October  27th,  in  the 
87th  year  of  his  age.  Mr.  Peale,  in  early  life,  was  a teller  in  the  United 
States  Bank,  and  afterwards  general  book-keeper  in  the  Farmers  and  Me- 
chanics* Bank,  with  which  institution  he  was  connected  for  over  forty  years,  re- 
tiring from  his  position  only  about  two  years  ago.  At  one  time  Mr.  Peale  was 
widely  known  among  bank  officers  for  his  skill  in  the  detection  of  counterfeits 
and  forgeries. 

Pennsylvania. — The  Producers  & Manufacturers’  Bank,  Titusville,  Pa., 
closed  its  doors  on  the  morning  of  November  6th.  The  failme  of  the 
Pennsylvania  Transportation  Co.,  although  not  connected  with  the  bank  at  all, 
produced  a genersil  distrust  and  a run  was  made  on  the  bank.  Large 
amounts  were  promptly  paid  out,  but  most  of  the  funds  being  loaned  out 
it  was  of  course  impossible  to  pay  all  the  depositors  at  once.  The  Direc- 
tors .state  that  the  assets  of  the  institution  are  amply  sufficient  to  pay  all 
its  liabilities.  The  stockholders  are  individually  liable,  and,  as  they  are 
men  of  large  means  the  creditors  of  the  bank  are  not  likely  to  lose  any- 
thing. The  directors  have  made  an  assignment  to  John  Feitijg. 

Bank  Check  Stamps. — The  following  brief  report  of  a decision  by  Judge 
Cadwalader  in  the  U.  S.  District  Court  is  from  the  Philadelphia  Ledger 
of  November,  23d. 

United  States  v.  the  National  Bank  of  Pottstown,  Pa. — This  was  an  action 
to  recover  the  sum  of  # 1,050  for  failure  to  stamp  twenty-one  checks  which 
had  been  negotiated.  The  penalty  for  failure  to  stamp  a check  is  $50,  and 
the  penalty  on  the  twenty-one  made  the  sum  claimed.  The  inspection  of 
the  checks  was  made  in  the  spring  of  1875,  deputy  collector  who 

made  the  examination  said  that  the  twenty-one  unstamped  checks  were  all 
he  found  out  of  a large  number,  probably  25,000.  Counsel  for  this  bank 
took  the  ground  that,  as  there  was  no  evidence  in  the  case  of  the  United 
States,  as  presented,  to  show  an  intention  to  evade  the  law,  and  the  pre- 
sumption was  s^ainst  such  an  intent,  the  Judge  should  instruct  the  jury  to 
find  for  the  de^dants.  The  Judge  instruct^  the  jury  that  if  they  were 
satisfied,  from  the  evidence,  there  was  no  intent  to  evade  the  law,  they 
should  find  for  the  bank,  which  they  did. 
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Texas. — The  City  Bank  of  Dallas,  ( the  largest  bank  in  North-Western  Texas,) 
offers  prompt  attention  to  the  business  of  correspondents.  They  have  a paid 
capital  of  $ 100,000,  and  surplus  of  $ 35,000.  The  officers  are  W.  E.  Hugnes, 
President;  C.  C.  Slaughter,  Vice-President;  Thomas  K.  Ferguson,  Cashier. 

Jefferson, — Mr.  T.  P.  Martin,  Cashier  of  the  National  Bank  of  Jefferson, 
has  resigned  his  position  on  account  of  ill-health — taking  effect  November  29th . 
Mr.  Martin  does  not  expect  to  enter  again  into  the  baking  business. 

Canada. — A meeting  of  the  shareholders  of  the  Ville  Marie  Bank,  Mon- 
treal, was  held  on  November  6th,  for  the  puroose  of  considering  the  advisa- 
bility of  amalgamation  with  the  Metropolitan  Bank.  A resolution  declining  to 
unite  was  passed  without  dissent.  Thef  shareholders  of  the  Metropolitan  Bank 
having  met,  debated  a long  time  upon  the  position  of  its  affairs.  It  was 
resolved  that  a statement  of  the  condition  of  the  bank  be  prepared  as  soon 
as  possible,  showing  Ihe  losses  sustained,  the  cost  of  management,  &c.  A 
committee  consisting  of  the  Hon.  James  Ferrier,  Mr.  Gilbert  Scott,  and  Mr. 
Robert  Moat,  were  appointed  to  confer  with  the  directors,  and  report  at  a 
subsequent  meeting  whether  the  bank  should  continue,  amalgamate,  or  wind  up. 

A New  Safety  Paper.  — Among  noteworthy  things  at  the  Centennial 
Exhibition  vras  a new  Safety  Paper  for  checks  etc.,  recently  invented  by  Mr. 
John  Underwood,  Practical  Chemist.  This  paper  received  TOth  a medal  and 
diploma  and  was  thus  mentioned  by  the  jury;  “This  paper  is  peculiar  from 
the  fact  that  if  written  on  with  an  ordinary  Iron  Ink,  the  writing  becomes  indeli- 
ble when  an  attempt  is  made  to  take  it  out  by  acids,  etc.,  whilst  the  appear- 
ance of  the  cheque  is  destroyed.” 

The  inventor,  not  satisfied  with  a paper  that  made  only  Iron  Ink  indelible, 
has  for  the  last  two  months  been  pursuing  his  experiments  still  further  in 
order  to  produce  one  which  should  be  similarly  adapted  for  all  Inks,  and  we 
understand  that  his  labors  have  been  rewarded  by  complete  success. 

The  superiority  asserted  for  this  over  other  safety  papers  is  that  whereas 
they  claim  to  protect  the  writing  from  alteration  by  either  ruled  lines,  printed 
patterns  or  tints  which  change  color  or  are  taken  out  by  such  chemicals  as 
would  remove  the  Ink,  such  lines,  tints,  &c.,  can  be  so  artistically  restored  as 
to  deceive  without  the  very  closest  examination ; while  with  this  paper  the 
writing  itself  is  not  only  absolutely  indelible  but  the  stain  made  upon  the  paper 
by  any  attempt  to  remove  , the  writing  is  so  marked  that  it  cannot  escape  notice. 

We  imderstand  that  the  Patentee  hopes  soon  to  complete  arrangements  for 
the  supply  of  this  paper  for  Bank  Notes,  Checks  and  Legal  Documents,  and 
in  view  of  the  increasing  risks  of  fraud,  we  hope  that  his  invention  may  prove 
to  be  a thorough  success.  Thus  far  it  has  triumphed  over  all  tests. 

The  Beauties  of  Paper  Money. — At  the  Dardanelles  the  other  day, 
on  the  approach  of  the  Bairam  a month’s  pay  was  given  to  the  troops  of  the 
g^rison  in  caime.  A plan  adopted,  of  clubbing  four  men  to  divide  a hundred 
piastres  note  did  not,  however,  work  satisfactorily. 

Anxious  for  a dissolution  of  involuntary  partnership,  each  squad  set  off  to 
change  their  paper ; but  success  attended  some  only  of  the  first  applicants  to 
the  saraffs,  who  for  a discount  of  five  per  centum  consented  to  sever  the 
tie.  Fearing  a run  on  the  banks,  these  establishments  soon  resorted  to  the 
simple  expedient  of  closing  their  doors.  The  soldiers  then  endeavored  to 
change  their  notes  at  the  shops  by  purchasing  some  article  of  trifling  value 
and  asking  the  shopkeepers  to  give  them  metallic  change  at  par  against 
their  tendered  note.  This  moderate  request  being  refused,  the  soldiers  took 
to  pummelling  the  shopkeepers  with  their  fists,  the  result  being  that  shop 
after  shop  closed  its  shutters,  until  not  one  of  them  remained  open. 

The  following  day  the  shops  still  presented  the  same  sombre  appearance, 
and  the  soldiers  were  driven  to  their  wits’  end,  one  day  only  being  left 
before  Bairam  to  settle  their  financial  difficulties  and  to  make  their  purchases 
for  the  coming  feast.  At  the  last  moment  the  Governor  General,  Ibrahim 
Pasha,  seeing  that  matters  had  become  serious,  ordered  that  Ae  eatme 
should  be  cnanged  a^inst  beshliks  from  the  public  chest.  The  soldiers, 
therefore,  receiv^  their  money,  the  shopkeepers  reopened  the  shops,  and 
cheerfulness  once  more  reigned  in  the  town. — Pall  Mali  Gazelle. 
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{Monthly  List f continued  from  November  No, ^ page 


State.  Place  and  Capital.  Bank  or  Banker.  N.  Y.  Correspondent  and  Ceuhier. 

N.  Y...  City Brewers  & Grocers*  Bank.  Third  Ave.  & 26th  St, 

$ 100,000  ' Tames  Everard,  Pr.  John  W.  Hesse,  Cos, 

“ ...  “ Lazard  Freres 65  Pine  St. 

Cal.  ...  Nevada  City...  Citizens*  Bank 

^ $50,000  E.  M.  Preston,  Pr.  John  T.  Morgan,  Cos. 

Colo...  Trinidad B.  of  Southern  Colorado..  Gilman,  Son  & Co. 

Joseph  Davis,  Pr,  Sewell  T.  Collins,  dix. 

Fla.  ...  Pensacola Knowles  & Brent Importers  & Traders*  Nat.  B*k. 

III.  ....  Effingham F.  A.  Von  Gassy Winslow,  Lanier  & Co* 

Iowa...  Exira Audubon  Coimty  Bank . ...  Central  National  Bank. 

F.  H.  Whiting,  Pr.  Charles  Van  Girder,  Cos. 

**  ...  Elgin Citizens*  Savings  Bank Corbin  Banking  Co. 

$25,000  R.  A.  Ric^dson,  Pr.  O.  P.  Miller,  Cos. 

**  ...Ogden Sylvester,  Huntley  & Osborne,  Merch.  N.  B.,  Chicago. 

Kan  ...  Wichita Fanners  & Merchants*  Bk.  John  J.  Cisco  & Son. 

$50,000  H.  W.  Lewis,  Pr. , ds. 


Ky Dixon Farmers*  Bank  of  Webster  Sawyer,  Wallace  & Co. 

H.  H.  Smith,  Pr.  L.  A.  Doris,  Cos. 

Minn..  Minneapolis....  German  Scandinavian  Bk.  Greenebaum  Brothers  & Co. 

Louis  C.  Mueller,  Pr.  John  F.  N.  De  Flon,  Cos. 

**  ...  Fayette The  Hendrix  Bank Importers  & Traders*  Nat  B*k. 

F.  M.  Hendrix,  Pr.  A.  F.  Davis,  Cos. 


Miss  ...  Kosciusko Bank  of  Kosciusko National  Park  Bank. 

C.  S.  Jobes,  Pr.  James  W.  Beaty,  Cos, 

**  ...  Okolona Chickasaw  Savings  Inst. ...  

T.  W.  Williams,  Pr. 


Mo Carthage Miners  & Mechanics*  S.  B.  Koimtze  Brothers. 

$ 10,000  M.  L.  Reid,  Pr.  J.  M.  Hurley,  Cos. 

Neb.  ...  Sidney Cheyenne  Co.  B. (Reynolds  & Wallace)  Kountze  Brothers. 

N.  J....  Trenton Clinton  Smith. Fisk  & Hatch. 

Ohio...  Cincinnati Bank  of  Cincinnati {None  at  present.') 

% 50,000  H.  A.  Langhorst,  Pr.  Herman  Huseman,  Cos. 

“ ...  Ashland Citizens*  Savings  Bank Hanover  National  Bank. 

E.  W.  WalUck,  Pr.  A.  H.  Myers,  Cos. 

Tenn..  Bristol Bank  of  Bristol R.  T.  Wilson  & Co, 

$ 50,000  John  G.  King,  Pr.  Joseph  R.  Anderson,  Cos. 

Texas.  Victoria E.  Levi  & Co Kountze  Brothers. 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

[ Monthly  List;  continued  from  November  No,,  page  411.^ 

November,  1876. 

Name  0/ Bank.  Elected,  In  place  0/ 

N.  Y.  City. Tenth  National  Bank..  George  Ackerman,  Pr.  W.  B.  Palmer.* 

Ala.  ...  Gainesville N.B.,  Gainesville  K,  A.  Winston,  Pr,  ...  J.  Bliss. 

Colo...  B.  of  Clear  Creek,  Georget’n  A.  H.  Borman,  Cos, ...  C.  Ruter. 

Conn..  Mechanics’  B.,  New  Haven.  Charles  Atwater,  Pr...  N.  F.  Thompson. 

Ga Citizens’  B.  of  Ga.,  Atlanta..  Wm.  A.  Rawson,  Pr„  J.  T.  Grant. 

“ Ga.  Bkg.  & Trust  Co.,  “ J.  M.  Patton,  Cos. J.  W.  Goldsmith. 

** Griffin  Banking  Co.,  Griffin.  M.  L.  Bates,  Pr. S.  Bailey. 

** La  Grange  Bkg.  & Trust  Co.  A.  D.  Abraham,  Pr...  H.  S.  Wimbish.* 

Ill Auburn  Bank,  Auburn G.  W.  Hutton,  Cos S.  Lewis. 

“ Hide  & Leather  B.,  Chicago  William  V.  Kay,  Pr...  C.  F.  Grey. 

“ First  Nat.  Bank.  Fairbury..  T.  S.  McDowell,  A.C.  D.  S.  Crum. 

“ .....  “ Farmer  City  A.  F.  Davidson,  Cos. ..VI,  Young. 

“ Farm.  &Tra.  B.,  Manchester  A.  H.  Heaton,  Pr..,..V  C.  Andros. 

“ Monmouth  N.B.,  Monmouth  William  Hanna,  Pr....  D.  Rankin. 

“ First  Nat.  Bk.,  Shelbyville.  A.  Middlesworth,  Pr..  O.  S.  Munsell. 

“ Springfield  S.  B.,  Springf’ld.  Geo.  H.  Souther,  Cos.  T.  S.  Wood. 

Ind  ....  Camden  Bank,  Camden E.  C.  Price,  Pr A.  J.  Thomas. 

....  **  “ O.  F.  Planl^  Cos E.  C.  Price. 

“ ....  Citizens’  Bank,  Conners ville  James C.  McIntosh, /’r.  W.  Huston. 

“ ....  Meridian N.  B.,  Indianapolis  David  Macy,  Pr W.  P.  Gallup. 

“ ....  State  Sav.  Bank,  “ Wm.  Hannaman,  Pr„,  C.  Mayer. 

“ ....  “ “ W.  A.  Bradshaw,  7>..  W.  P.  Gallup. 

“ ....  First  Nat  Bank,  Pl)rmouth..  Jas.  A.  Gilmore,  Cos. . I.  Soice. 

“ ....  People’s  Bank,  Portland Jacob  M.  Haines,  Pr..  J.  Moorman. 

. “ ....  First  Nat.  Bank,  Valparaiso.  D.  F.  Skinner,  Pr S.  S.  Skinner. 

“ ....  DeKalb  Bank,  Waterloo Giles  T.  Abbey,  Cos...  A.  F.  Best. 

“ ....  Worthington  B. , Worth’gton  Wm.  C.  Andrews,  Pr.  A.  J.  Newsom. 

Iowa...  Union  Bank,  Cedar  Rapids.  H.  B.  Stibbs,  Cas 

“ ...  Wayne  County  B.,  Corydon.  H.  Bracewell,  Cas E.  E.  Clark. 

**  ...  Franklin  Co.  B’k,  Hampton.  A.  G.  Kellam,  Pr J.  F.  Latimer. 

“ ...  “ “ “ “ T.  C.  McKenzie,  Cas . A.  G.  Kellam. 

“ ...  Commercial  Bank,  Keokuk.  Edmund  Jaeger,  Cas.  . J.  W.  Hobbs. 

“ ...  Citizens’  Bank,  Prairie  City.  S.  D.  Butters,  Pr. J.  W.  Deweese. 

Kan.  ...  Harvey  Co.  Sav.  B.,  Newton  T.  E.  Neal,  Cas F.  P.  Neal. 

“ ...  Neosho  Co.  S.  B.,  Osage  Mis.  E.  N.  Bradbury,  Cas 

“ ...  Citizens’ S.B.,  Sedgwick  City  T.  R.  Hazard,  Cos W.  H.  Hurd. 

Ky Breckenridge  B.,  Cloverport  Wm.  H,  Bowmer,  Pr.  W.  H.  Webb. 

■ Ed...  C.  H.pp„,  W.  C.  W... 

“ People’s  B. of  Ky.,  Louisville  B.  P.  Scully,  Pr W.  B.  Hamilton. 

La Germania  N.  B.,  N.  Orleans  L.  B.  Cain,  Pr, L.  Schneider. 

Me North  Bank,  Rockland N.  T.  Farwell,  Cas S.  N.  Hatch. 

* Deceased. 
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Mass...  First  Nat  Bk.,  Ashbumham  J.  L.  Cummings,  Pr„,  G.  C.  Winchester. 
■'  • • «• 

Mich  ..  City  Bank,  Battle  Creek N.  Eldred,  Pr. R.  Kingman. 

“ ..  “ “ “ B.  T.  Skinner,  Gw.  R.  P.  Kingman. 

» ..  Lumberman’s  WiUiam  Weston,  Pr...  A.  Mears. 

Minn..  First  Nat.  Bank,  Lake  City.  M.  A.  Baldwin,  Pr,, . G.  F.  Benson. 

“ .,  Brown  County  B.,  NewUlmC.  H.  Chadboum,  Pr,  T.  J.  Templer. 

Miss  ...  Vicksburg  Bank,  Vicksburg.  Eklward  S.  Butts,  Pr 

“ ...  “ “ “ T.  R.  Roach,  Cos E.  S.  Butts. 


Mo Third  Nat  Bank,  St  Louis.  Thomas  E.  Tutt,  Pr,„  J.  R.  Lionberger. 

“ Bank  of  Knob  Noster C.  B.  Littlefield,  Gw..  T.  F.  Melvin, 


N.  Y....  First  Nat.  Bank,  Angelica...  Smith  Davis,  Pr, A.  Lockhart. 

“ ...  First  National  l^k,  Fulton  R.  H.  Tyler,  Actg,  Pr.  M.  L.  Lee. 

“ ...  Nat  Ulster  Co. B.,  Kingston  William  H,  Fincl^  Gw.  B.  L.  Brodhead.* 

“ ...  Saratoga  Co.  B.,  Waterford.  Chaimcey  Boughton,/’r  W.  Scott. 

Ohio...  German  Bkg.  Co.,  Cincinnati  And.  Pfirrmann,  Pr.„  L.  Burckhardt.- 

“ ■■■  S.'s.}  J-  H.  

“ ...  Farm.  & Mech.  Bk.,  Kenton  Robert  L.  Miller,  Cas.  

“ ...  Allen  County  Bank,  Lima...  S.  W.  Moore,  Gcw J.  N.  Harrington. 

“ ...  Van  Wert  Co.  B.,  Van  Wert  Isaac  N.  Alexander, /’r  D.  A.  Johns. 

“ ...  Second  N.  B..  Youngstown.  Henry  M.  Garlick,G<w.  G.  J.  Margerum. 

Penn  . . Eighth  Nat.  Bank,  Phila James  A.  Irwin,  Cas...  R.  H.  Williams. 

“ ..  U.  S.  Bkg.  Co.,  Philadelphia  W W.  Widdifield,  Gw.  H.  B.  Pearson. 

“ ..  Arsenal  Bank,  Pittsburgh.  S.  J.  Wainwright,  Pr.  J.  W.  Riddell. 

“ ..  Monongahela  Sav.  B.,  “ John  Murray,  Pr. H.  A.  Weaver. 

■“  ..  Real  Estate  Sav.  B’k.,  “ Chas.R.  Fenderich,iJfr.  G H.  Holtzman. 

“ ••  Workingman’s  Sa^J^k.  J ^ j j 

..  Tuna  Valley  Bank,  Bristol..  John  McGill,  Cas. 

“ ..  Corry  National  Bank,  Corry.  H.  F.  Sweetser,  Pr,...  T.  Struthers. 

“ Corry  Savings  Bank,  “ . Anson  Porter,  Pr. E.  Newlon. 

..  “ “ “ “ . Will  Porter,  Gzj A.  Porter. 

“ ..  Saucon  Sav.  Bk.,  Hellertown  Thos.  R.  Laubach,  Pr.  P.  B.  Breinig. 

“ ..  Miners  & Mechanics*  Loan)  to  u e 

& Bkg.  Ass.,  HydeParkj-  ^ Reynolds,  Cas H.  T.  Savorer. 

“ ..  Juniata  Valley  B.,  Mifflin  town  James  North,  Pr G.  Jacobs. 

“ ..  Newport  Dep.  B.,  Newport.  J.  H.  Irwin,  Cas. J.  M.  Wright. 

“ ..  Argyle  Sav.  Bank,  Petrolia.  E.  G.  Taylor,  Cas S.  S.  Avery. 

“ ..  First  Nat’l  Bank,  Reading..  Wm.  H.  Clymer,  Pr..  L.  B.  Smith.* 

“ ..  Shrewsbury  Savings  Inst Geo.  P.  Everhart,  Pr.  H.  Latimer. 

“ ..  Miners’ Sav.  B.,  Summit  HillC.  R.  Potts,  Aclg.  Pr,  A.  Schneider.* 

“ ..  Citizens’  Nat.  Bank,  Warren  Robt.  Dennison,  Goj. ...  H.  R.  Crowell. 

**  ..  Watsontown  B.,Watsontown G.  W.  Rombach,  Cos..  R.  B.  Claxton,  Jr. 

R.  I.  ...  Blackstone  Canal  N.B.,Prov.  Oren  Westcott,  Cas.  ..  J.  Luther.* 

...  Union  Bank,  Providence Chas.  A.  Nichols,  Pr..  H.  N.  Campbell. 

“ ...  Greenwich  N.B.,  E.  G’nwich  Henry  Sweet,  Pr S.  W.  Pence. 

Texas.  Nat.  Exchange  Bk.,  Houston  J.  T.  D.  Wilson,  Pr...  W.  J.  Hutchins. 


Va  Border  Grange  B.,  Danville.  J.  D.  Blair,  Pr. W.  T.  Sutherlin. 

“ Virginia  Sav.  B.,  Lynchburg.  A.  M.  Davies,  Cas J.  F.  Baugh. 

Wis.  ...  Central  Bank,  Stevens  Point  S.  D.  Patrick,  Cas W.  B.  Buckingham. 

* Deceased. 
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DISSOLVED,  DISCONTINUED  OR  CHANGED. 

{Monthly  List^  continued  from  November  No,^  page  412.^ 

N.  Y.  City,  Bell  & Smithers,  now  C.  F.  Smithers  and  W.  Watson. 

“ **  Kissam  & Co.,  failed. 

“ F.  A.  Otis  & Co.,  dissolved;  succeeded  by  William  P.  O’Connor. 

“ “ Otten  & Taegc.  succeeded  by  Taege  & Co. 

“ **  J-  F.  Underhill  & Co.,  dissolved — forming  two  firms  ; J.  F.  Underhill 

& Co.  and  K L.  Smyth. 

Colo...  Evans  Banking  Institution,  Evans ; succeeded  by  Weld  Coimty  Bank. 

Fla....  Hyer  Brothers,  Pensacola;  succeeded  by  Knowles  & Brent. 

Ga. Loyles  & Griffin,  Dawson  ; now  John  L.  Griffin. 

III.....  Bunn  & Holmes,  Bloomington  ; now  Bunn  & Co. 

“ ...  Richards  & Brother,  Champaign ; out  of  business. 

“ ...  International  Bank,  West  Side  Branch,  Chicago;  discontinued. 

“ ...  Citizens’  Bank,  Effingham  ; closed. 

“ ...  Bosworth,  Carpenter  & Co.,  Elgin ; consolidated  with  First  National  Bank. 

“ ...  Thomas,  Brothers  & Weedman,  Farmer  City ; now  John  Weedman. 

“ ...  D.  A.  Knowlton  & Sons,  Freeport ; succeeded  by  I&owlton  Brothers.  \ 

“ ...  Burwell,  Clevenger  & Lewis,  Gibson  City;  succeeded  by  Clevenger  & Sons. 

“ ...  S.  P.  Thacker,  Hearne  Station;  succeeded  by  Martin  & Ca 
“ ...  Mason  City  Bank,  Afason  City ; now  F.  N.  Smith  & Co. 

“ ...  J.  B.  Durham  & Brother,  Momence ; now  Momence  Bank. 

“ ...  Worcester  & Bray  ton,  Momence ; now  H.  Worcester  & Co. 

“ ...  Glass  & Lowry,  Mount  Sterling ; now  J.  R Glass. 

“ ...  Miners’  Sav.  B’k,  (J.  D.  Freeman,)  Murphysboro  ; sold  to  W.  S.  Murphy. 

Iowa  . Citizens’  Exchange  Bank,  Elgin;  succeeded  by  Citizens’  Savings  Bank. 

“ ...  V.  D.  Stoddard,  Red  Ocdt ; not  in  banking  business. 

“ ...  Leavitt,  Johnson  & Lusch,  Waterloo ; succeeded  by  Leavitt  & Johnson. 

“ ...  Bowman,  Brothers  & Burr,  Waverly  ; succeeded  by  Bank  of  Waverly. 

Maine.  Mercantile  Bank,  Bangor ; closed.  All  liabilities  and  stock  paid. 

Mich..  J.  D.  Bennett  & Co.,  Corunna;  closed. 

“ ...  S.  P.  Creasinger  & Co.,  Maple  Rapids;  now  S.  P.  Creasinger. 

Minn  . Munger  & Viesselman,  Fairmont ; succeeded  by  Bank  of  Fairmont. 

“ ...  Marine  Bank,  St  Paul;  failed. 

Miss....  Adams,  Spratt  & Co.,  Aberdeen;  succeeded  by  Spratt  & French. 

Mo....  Allen,  Copp  & Co.,  St,  Louis;  withdrawn  from  business 
“ ...  A.  M.  Hendrix,  F^ette ; succeeded  by  The  Hendrix  Bank. 

“ ...  Kansas  Stock  Yard  Bank,  Kansas  City ; name  changed  to  Stock  Yard  B’k, 

N.  J...,  J.  W.  Elberson  & Co.,  Trenton  ; closed. 

N.  Y.  0.  William  Richardson,  Almond;  moved  to  Homellsville. 

“ ...  Cuba  Banking  Co.,  Cuba;  succeeded  by  Cuba  State  Bank. 

“ ...  Bank  of  Horse  Heads,  Horse  Heads ; closed. 

“ ...  J.  M.  Hammond  & Co.,  Hume;  succeeded  by  J.  P Manchester  & Co. 

“ ...  A.  G.  Dow,  Randolph ; now  A.  G.  Dow  & Son. 

“ ...  S.  B.  French,  Sag  Harbor ; closed. 

Ohio...  Gilmore,  Dunlap  & Co.,  Cincinnati ; succeeded  by  Gilmore  & Co. 

“ ...  Citizens’  Bank,  Ashland;  succeeded  by  Citizens’  Savings  Bank. 

“ ...  Stark  County  Bank,  Canton;  closed. 

“ ...  E.  Franklin’s  Sons  & J.  Rider,  and  Robbins,  Wing,  Warner  & Co.,  New^ 
ark ; sue.  by  Robbins,  Winegamer,  Wing  & Co.,  as  the  Franklin  Bank. 

“ ...  Zepemich  & Lodge,  New  Lisbon;  succeeded  by  Lodge  and  Small. 
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Ohio...  Bank  of  Van  Wert,  Van  Wert ; winding  up. 

“ ...  D.  Armstrong  & Co.,  Waverly ; succeeded  by  James  Emmitt  & Co. 

“ ...  Farmers*  Bank,  Wooster ; winding  up. 

Penn.  . Bond,  Moxey  & Co.,  Philadelphia ; feuled. 

“ ...  City  National  Bank,  Pittsburgh ; succeeded  by  City  Savings  Bank. 

“ ...  Holx>ken  Savings  Bank,  Pittsburgh  ; out  of  business. 

“ ...  Keystone  Bank,  Pittsburgh ; clo^. 

...  Masonic  Deposit  Savings  Bank,  Pittsburgh;  now  Masonic  Bank. 

“ ...  Penn  Avenue  Trust  Company,  Pittsburgh;  quit  business. 

“ ...  Wood’s  Run  Sav.  Fund  & Low  Association,  Allegheny;  winding  up. 

“ ...  Juniata  Valley  Bank,  Branch,  Newport;  withdrawn. 

“ ...  Producers  & Manufacturers*  Bank,  Titusville;  closed. 

Tenn.  . First  National  Bank,  Bristol ; succeeded  by  Bank  of  Bristol,  same  officers. 
Texas.  R.  W.  Townsend,  Avon;  succeeded  by  J.  O.  Beam. 

“ ..  Waters,  Bivins  & Corley,  Terrell;  now  Holt,  Bivins  & Corley. 

Va City  Savings  Bank,  Richmond ; now  City  Bank  of  Richmond. 

Wis.  ..  German  Bank,  (W.  A.  Tholen,)  Port  Washington;  closed. 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK. 

October — November,  1876. 


1875. 

Lowest.  Highest. 

1876. 

Lowest. 

Highest. 

1876. 

Lowest. 

Highest, 

November.. 

. h'A 

. i6ji. 

. Oct.  25 

• 9A 

..  Nov.  9 

9^ 

. <)%. 

December  . 

• «SX- 

26 

9«' 

• 9^ 

..  10 

9H 

■ 9H 

1876. 

27 

9>^ 

9% 

..  11 

9^ 

. 9H 

January 

. 

• 

28 

9^ 

. 9A 

13 

9H 

. 9% 

February  .. 

■ I4><  . 

30 

9^ 

• 

14 

9H 

. 9H 

March 

•• 

. 15  . 

3* 

9A 

■ 

15 

9H 

. 9A. 

April 

• i»>4 

• nA. 

. Nov.  I 

9)i 

10 

16 

9% 

■ 9% 

May 

12X 

• <3X. 

2 

9M’ 

• 9A 

17 

9H 

• 9% 

June 

. 13  . 

3 

9^ 

• 9^ 

18 

9^ 

• 

J“iy 

4 

9H 

• 9H 

..  20 

9^ 

• 9% 

August 

9H 

6 

9U 

. 9A 

21 

9A 

• 9H 

September  . 

9% 

• io>4. 

7 

Election  Day. 

22 

9H 

• 9A 

October 

• «3X- 

8 

9A 

. loyi 

23 

9A 

. 9H 

New  Books  for  Bankers. — The  following  publications  have  appeared  since 
our  last  number,  and  will  be  reviewed  in  our  next : 

“An  Alphabet  in  Finance,**  by  Graham  McAdam.  With  introduction  by  R. 
R.  Bowker.  Price,  $ 1.25. 

“London  Banking  Life.**  Papers  on  Trade  and  Finance,  by  William  Purdy. 

$1.25- 

“Ye  Outside  Fools.**  Glimpses  inside  the  London  Stock  Exchange.  By 
Erasmus  Pinto.  ♦ 1,50. 

Orders  received  at  this  office. 


“Report  from  the  Select  Committee  on  the  Depreciation  of  Silver,*' to 
the  British  House  of  Commons,  1876.  A few  copies  have  been  imported,  and 
are  for  sale  at  the  office  of  the  Bani^r’s  Magazine.  Price  $3.00,  postage 
paid. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 

RecapUulaHon  of  the  Official  Statements — cents  omitted. 


Debt  Bearing  Interest  in  Coin. 


Bonds  at  six  per  cent  . 
Bonds  at  five  per  cent 


Oct.  2f  1876.  AW.  I,  1876. 

$984,999,650  ...  $984,999,650 

712,320,450  ...  712,320^450 


$ 1,697,320, 100  $ 1,697,320^  100 

Debt  Bearing  Interest  in  Lawful  Money. 

Navy  pension  fund  at  three  per  cent $14,000^000  ...  $14,000^000 

Debt  on  which  Interest  has  Ceased....  $2,738,530  ...  $2,513,240 


Debt  Bearing  no  Interest. 


Old  demand  and  le^l- tender  notes $368,561,472 

Certificates  of  deposit 34,520,000 

Fractional  currency 29,858,415 

Coin  certificates 29,777,900 


367,601,408 

40,670,000 

28,555.478 

33,283,100 


$462,717,788 


$470,109,986 


Total  debt $2,176,776,418  ...  $2,183,943,326 

Interest 27,126,227  ...  34,473,464 


Total  Debt,  principal  and  interest $2,203,902,645 


$2,218,416,790 


Cash  in  the  Treasury. 


Coin $64,591,124 

Currency 12^524,945 

Sp^ial  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law....  34,520,000 


$111,636,069 

Debt,  less  cash  in  the  Treasury,  Oct.  i,  1876  $2,092, 266, 575 
“ “ “ Nov.  I,  1876  


Decrease  of  debt  during  the  past  month  ....  $2,915,365 

Decrease  of  debt  since  June  30,  1876 7,172,769 


$75,967,027 

12,901,326 

...  40,670^000 

...  $129,538,354 

...  $2,0^,877,436 

$ 3.388.  «39 
...  10,560,908 


Bonds  issued  to  the  Pacific  Railway  Companies,  Interest  Payable  in 

Lawful  Money. 


Principal  outstanding $64,623,512  ...  $64,623,512 

Interest  accrued  and  not  yet  paid 969,352  ...  1,292,470 


Interest  paid  by  the  United  States 32,080,218  ...  32,080,218 

Interest  repaid  by  transportation  of  mails,  &c.  6,950,393  ...  6,990^306 


Balance  of  interest  paid  by  the  U.  S...  $25,129,824  ...  $25,089,912 
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NOTES  ON  THE  MONEY  MARKET. 

NEW  YORK,  NOVEMBER  23,  1876. 


Exchange  on  London  at  sixty  days*  sight,  4.82^  a 4.82)^,  in  gold. 


There  is  very  little  change  in  the  movements  of  the  loan  tnarket.  The  rate 
continues  at  about  three  to  four  per  cent  for  call  loans,  with  an  apparent  ten- 
dency to  work  easier.  There  is  still  some  outflow  of  greenbacks  to  the 
South.  The  statement  of  the  New  York  Banks,  issued  from  the  Clearing 
House,  on  Saturday  last,  shows  that  the  gain  in  surplus  reserve  during  last 
week  was  $648,600  so  that  the  banks  now  hold  $9,345,025  in  excess  of  the 
l^[al  minimum.  The  recent  heavy  importations  of  bullion  has  produced  an 
increase  of  $ 1,496,400  in  the  specie.  Our  table  is  as  follows  for  the  New 
York  Banks : 


Legal  Excess  qf 

1876.  Loans.  Specie.  Tenders.  Circulation.  Deposits.  Reserve. 

Oct.  28 1259,840,800  . 1 15,947,200  . 148,862,000  .115,091,100  . 1 215,303,000  .$10,983,450 

Nov.  4 260,684,200  ..  17,436,600  ..  46,353,800  ..  15,090,600  ..  215,392,900  ..  9,942,175 

**  259,652,400  ..  17,569,100  ..  44,160,900  ..  15,062,500  ..  2x2,134,500  ..  8,696,375 

“ 18 259,147,100  ..  19,065,500  ..  43,108,000  ..  15,076,600  ..  2x1,3x3,900  ..  9,345,025 

The  Clearing-House  exhibit  of  th^  Boston  banks  for  the  past  month  is  as 
below : 

1876.  Loans.  Specie.  Legal  Tenders.  Deposits.  Circulation. 

Oct.  28 $i3o,599>ioo  ....$1,322,600  ....$8,195,400  ••••$791352,300  ....  $22,281,900 

Nov.  4 131,590,400  1,528,300  ....  8,043,300  ....  80,921,300  ....  22,135,100 

XX 133,593*600  ....  1,666,600  ....  8,051,000  ....  80,790,500  ....  22,430,700 

“ 18 133,264,700  ....  1,696,600  ....  7,4x0,400  ....  82,034,800  ....  22,059,400 

The  Philadelphia  bonk  statements  for  the  same  time  are  as  follows : 

1876.  Loans.  Specie.  Legal  Tenders.  Deposits.  Circulation. 

Oct.  28 $61,768,500  ....$772,024  $19,255,628  ....$56,331,377  ....  $9,996,665 

Nov.  4 61,757,598  ....  8ii,77X  ..i.  19,166,844  ....  56,059,693  ...  9»997i347 

“ 11 61,575,317  797*450  ....  19,754,641  56,135,336  ....  10,130,981 

“ 18 61,723,941  ....  764,061  ....  19,589,298  ....  56,473.893  ....  10,094,490 


Considerable  discussion  has  been  excited  by  certain  statements  in  the 
Comptroller’s  Report  as  to  the  losses  of  the  Banks.  Extracts  from  that  docu- 
ment are  published  elsewhere,  and  show  that  the  National  bonks  in  New 
York  have  charged  off  as  bad  debts  during  the  year  $6,873,759;  in  Boston, 
$1,598,722;  in  Philadelphia,  $152,976;  in  Pittsbuig  $333,851;  in  Baltimore, 
$876,207;  in  New  Orleans,  519,701.  The  total  is  $i<^355,2i6  and  it 
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- offers  a striking  confirmation  of  those  arguments  for  tax  repeal  that  are 
founded  on  the  diminished  profits  which  are  earned  by  the  banking  business. 

The  stock  market  is  irregular  and  somewhat  feverish.  Governments  are 
well  sustained  except  the  Fives  of  i88i  which  are  rather  lower.  There  is  a 
fair  demand  for  investment  at  home ; but  foreign  orders  are  smalL  State 
stocks  are  quiet.  Railroad  bonds  firm,  those  bonds  being  in  demand  which 
are  issued  by  the  best  known  trunk  lines.  Railroad  shares  are  not  very 
active ; the  coal  stocks  being  weak  and  lower,  although  some  strong  parties 
are  said  to  be  in  the  market  as  buyers.  The  Treasury  Imlances  as  will 
be  seen  are  increasing.  Subjoined  are  our  usual  statistics. 


Quotations  : 

Oct.  26. 

2. 

Nov.  9. 

Nov.  16. 

Nov.  22. 

Gold 

109K  • 

109K 

109K 

109K  . 

*09^4 

U.  S.  5-aos,  1867  Coup. 

iiS'A  • 

■■sK 

iiS%  . 

U.  S.  new  5s  Coup. . . . 

114H  • 

**3  . 

»*3 

»2l^  . 

112K 

West.  Union  Tel.  Co. . 

73% 

7^H 

72K  • 

72H 

N.  Y.  C.&  Hudson  R. 

104H  • 

101^ 

102 

XOlH  . 

102?^ 

Lake  Shore 

6x 

56^ 

S5% 

S6M  ■ 

57% 

Chicago  & Rock  Island 

loiji  . 

toiH 

lOI 

99%  • 

98K 

New  Jersey  Central. . . 

36^  . 

36« 

35^ 

34%  • 

32% 

Del.  Lack.  & West 

7SH 

74% 

73  H 

7X%  • 

68% 

Delaware  & Hudson. . 

74 

7*% 

72 

69  . 

6S% 

North  Western 

39 

37% 

37% 

3»%  . 

35% 

Pacific  Mail 

25 

24H 

24% 

24%  • 

25% 

Erie 

It 

II 

io5i 

9%  ■ 

9% 

Call  Loans..... 

254  @ 5 • 

3 @ 5 

4 @ 5 

2%  & S ‘ 

3 @ 5 

Discounts 

7 

4%  @ 7 

4%  @ 7 

4%&7  • 

4%  (»  7 

Bills  on  London 

4.83-4.85  . 

4.82^-4.84^. 

. 4.82-4.84 

4.S2H-4M%- 

4.82K-484J4 

Treasury  balances,  cur. 

$41,858,428.. 

$42,9SO»33*  • 

$42,586,810 

#43,309»590  • 

. $43,887,806 

Do.  do.  gold. 

$51,288,785.. 

$ 50,096,465  . 

■ 150,299,767 

152.437*483  • 

. #55.383,536 

The  money  markets  in  Europe  show  some  signs  of  returning  animation. 
The  London  Ecorumiist  says : “ There  has  been  a rise — slight,  but  still  per- 

ceptible— in  the  value  of  money,  and  the  wonder  at  first  sight,  if  we  look 
to  the  causes  which  have  been  at  work,  is  that  there  has  only  been  a slight 
one.  There  has  been  a reduction  since  the  20th  of  September  of  ;^3,ooo,ooo 
in  the  reserve  in  the  banking  department  of  the  Bank  of  England,  and  of 
2,000^  cxx>  in  the  coin  and  bullion  in  both  departments,  and  these  changes 
have  happened  at  a time  of  political  perturbation,  when  they  ordinarily  pro- 
duce more  than  usual  effect  Judging  by  former  experience,  such  changes  in 
the  Bank  accounts  would  have  raised  the  Bank  rate  of  discount  two  per  cent 
at  least  The  banking  reserve  and  the  bullion  would  have  been  reduced  to 
so  low  a point  that  it  would  have  been  necessary  at  once  to  replenish  them. 
But  now  both  are  still  so  large  that  no  one  thinks  of  any  such  thing.  The 
banking  reserve  is  still  ;^I9, 218,000,  and  every  one  thinks  that  enough ; no 
one  cares  that  it  has  fiillen  from  ;^22,244,ooo  in  six  weeks.  But  if  the  Bank 
had  had  but  8 or  10,000,000  on  banking  reserve  (and  it  used  to  keep 
no  more),  such  a reduction  as  3,000,000  in  so  short  a time  would  have 
been  quickly  and  keenly  felt.  The  explanation  of  these  changes  evidently 
is  that  we  are  now  feeling  the  effects  of  two  influences  at  once.  One  of 
these  is  the  ordinary  autumn  drain  of  gold.  This  is  in  payment  for  commodi- 
ties— com,  cotton,  and  so  on — coming  to  market  every  autumn,  and  is  analo- 
gous to  the  ‘New  York*  demand  for  greenbacks  to  move  the  ‘crops*  of 
which  we  hear  so  much  every  year.  There  is  an  augmentation  of  business 
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caused  by  the  season,  which  requires  an  augmentation  of  cash,  and  this 
cash  is  taken  from  the  store  of  the  Bank  of  England,  which  is  alwajrs  the 
readiest  place  at  which  it  can  be  obtained.  The  other  cause  is,  that  money  is 
dearer  abroad  than  it  is  in  England.  At  Paris  the  market  is  2^,  and 
in  Frankfort  and  Berlin  3^ ; and  money  is,  in  consequence,  sent  from  hence. 
How  far  even  the  slight  improvement  in  the  value  of  money  thus  caused 
will  be  permanent,  we  cannot  yet  be  sure ; but  on  the  whole  it  is  most 
likely  that  it  is  the  beginning  of  the  end  of  the  long  extreme  cheapness  of 
money,  though  as  yet  we  must  not  expect  to  see  any  great  rise  soon.” 

With  regard  to  the  supply  of  silver  in  the  European  markets,  it  is  said 
to  be  small  and  not  likely  to  be  soon  increased  to  any  very  great  extent  The 
Berlin  Borsen  Zeitung  s&ys  that  the  German  Government  is  now  considering  an 
obstacle  in  the  completion  of  its  coinage  reform.  This  is  the  ways  and  means 
of  providing  a floating  capital  to  carry  out  the  operation.  It  is  withdrawing 
silver  and  supplying  the  place  of  it  with  gold,  but  if  the  operation  is  to 
take  place  conveniently,  considerable  sums  of  gold  ought  to  be  coined  in  ad- 
vance, and  held  in  readiness  for  exchange  for  equivalent  sums  of  silver.  It 
should  also  be  assumed  that  the  silver  will  not  be  saleable  as  quickly  as  it 
may  be  advisable  to  withdraw  it,  but  may  have  to  be  kept  in  hand  for  a 
longer  or  shorter  period  in  order  to  a gradual  scale.  But  to  hold  these 
stocks  of  gold  and  silver  requires  capital,  and  this  the  German  Government 
it  seems,  is  beginning  to  feel,  now  that  the  indemnity  has  all  been  spent  or 
distributed,  and  it  is  face  to  face  with  the  toughest  part  of  its  work — the 
withdrawal  of  the  one-thaler  coinage.  To  raise  the  funds  an  issue  of  four 
and  one-half  per  cent.  Treasury  notes  is  recommended  by  our  Berlin  con- 
temporary. A loan  will  obviously  be  needful  if  as  is  affirmed  the  German 
Government  has  no  available  floating  balance,  and  if  it  means  to  demonetize 
and  withdraw  the  one-thaler  coinage,  thereby  completing  its  great  operation. 

The  pamphlet  by  Cemuschi,  published  in  our  last  issue,  has  attracted  much 
attention  in  financial  circles.  It  was  written  in  reply  to  an  article  by  M. 
Chevalier,  in  the  Revtte  Des  Detix  MomUsy  of  April,  in  which  the  demonetiza- 
tion of  silver  is  recommended  so  far  at  least  as  to  constitute  gold  coin  the  sole 
standard  of  the  monetary  system  of  France,  when  resumption  is  consummated 
in  1878.  M.  Chevalier  argues  that  the  double  standard  has  never  existed  in 
France,  except  in  a very  qualified  manner,  and  that  although  gold  and  silver 
are  both  nominally  and  juridically  a legal  tender,  the  real  standard  of  French 
money  is  silver  alone.  The  present  system  was  established  by  the  law  of  the 
year  XI  ( 1803.}  This  statute  began  with  a general  declaration  preceding  the 
numbered  articles  in  these  words:  **Five  grams  of  silver  nine-tenths  fine  con- 
stitute the  monetary  unit  which  is  called  a franc.”  One  of  the  great  objects  of 
the  statesmen  of  that  day  was  to  prevent  in  France  the  abuses  to  which  the 
use  of  gold  and  silver  together  in  the  monetary  circulation,  hadfgiven  rise  under 
the  ancien  regime.  The  old  policy  was  attended  by  the  most  flagrant  abuses. 
If  the  value  of  silver  fell,  the  weight  of  the  gold  coins  was  lessened  to  bring 
them  to  the  same  value  with  the  coins  of  silver.  When  in  its  turn  gold  be- 
came depreciated,  the  weight  of  the  silver  coins  was  reduced,  so  that  in  the 
course  of  years  both  monies  became  more  and  more  impoverished  and  ended 
by  frilling  to  seventy-six  hundredths  of  their  nominal  value.  M.  Chevalier  pro- 
posed by  a fixed  and  invariable  single  standard,  to  raise  a barrier  against  any 
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such  debasement  of  the  currency  hereafter.  The  law  of  1803  did  indeed  fix 
the  relation  between  the  two  metals  at  fifteen  and  a half  to  one,  but  it  ex- 
pressly stated  that  if  the  relative  value  should  afterward  change,  the  gold  only 
should  be  re-coined.  M.  Chevalier  contends  that  the  silver  standard  should  no 
longer  be  retained,  and  regrets  that  the  change  for  a gold  standard  was  not 
made  when  recommended  by  the  International  Monetary  Convention  ten  years 
ago.  A large  quantity  of  silver  has  been  since  coined,  and  the  situation,  in  his 
opinion,  is  less  favorable  than  it  was  then ; he  admits  however,  that  it  is  still 
good  in  the  sense  that  there  is  more  gold  than  silver  in  circulation.  The  evil 
he  would  guard  against  is  that  of  permitting  it  to  become  bad  by  persisting  in 
bi-metallic  ideas.  The  danger  of  a counterfeit  coinage  of  silver  five-franc  pieces 
of  the  proper  weight  and  fineness,  is  not,  he  says,  illusory  ; for  formerly  Spanish 
piastres  of  legal  size  and  fineness,  were  made  out  of  Spain,  for  circulation  in 
China,  because  of  the  exaggerated  value  the  Chinese  gave  to  those  pieces.  M. 
Chevalier  mentions,  to  show  the  alternatives  in  the  circulation  of  the  two 
metals  under  the  system  of  a fixed  relation  between  them,  that  during  the 
reign  of  Louis  Philippe,  the  coinage  of  gold  was  only  216  millions  of  francs, 
against  i,757  millions  of  silver,  while  during  the  empire  the  proportion  of  gold 
was  6,152  millions  of  silver.  In  each  case  the  public  almost  ceased  to  bring 
one  of  the  metals  for  coinage,  exchanging  it  abroad  for  the  depreciated  one. 
Since  the  publication  of  M.  Cemuschi’s  pamphlet,  a second  article  has  appeared 
by  M.  Chevalier.  M.  Cemuschi’s  answer  we  expect  to  publish  in  an  early 
number  of  the  Banker’s  Magazine. 

The  bank  note  circulation  shows  a decrease  of  over  three  millions  during  the 
month.  The  Treasury  now  holds  $337»849,8oo  in  bonds  to  secure  National 
bank  circulation,  and  $ 19, 103, OCX)  to  secure  public  deposits.  The  National 
bank  circulation  outstanding,  is  of  currency  notes,  $320,612,289;  and  of  gold 
notes,  $2,099, 19a 


DEATHS. 

At  Princeton,  N.  J.,  on  Wednesday,  October  25,  aged  seventy-three  years, 
George  T.  Olmsted,  Cashier  of  the  Princeton  National  Bank. 

At  Kingston,  N.  Y.  on  Monday  October,  2d,  aged  thirty-seven  years, 
Brockholst  L.  Brodhead,  Cashier  of  the  National  Ulster  County  Bank. 

At  Chicacr),  m.,  on  Friday,  November  3d,  aged  fifty  years,  L.  V.  Parsons, 
Cashier  of  the  Third  National  Bank  of  Chicago. 

At  Boston,  Mass.,  on  Wednesday,  November,  15,  aged  seventy  years,  John 
James  Dixwell,  President  from  1846  to  1873  of  the  Massachusetts  Bank  of 
Boston* 
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THE  TREASURY  REPORT. 

The  Secretary  of  the  Treasury  has  presented  to  Congress 
an  elaborate  and  clear  report  of  the  condition  of  the 
national  finance.  The  receipts  of  the  last  fiscal  year 
have  amounted  to  287  millions  and  the  expenditures  to  258 
millions,  so  that  the  surplus  is  over  29  millions  or  13  mil- 
lions more  than  was  anticipated  in  the  estimates  made  a year 
ago.  One  of  the  early  sections  of  the  report  is  devoted  to 
the  sinking  fund.  Mr.  Morrill’s  predecessor,  Mr.  Bristow, 
contended  that  by  the  terms  of  the  Act  of  Feb.  25,  1862,  the 
Secretary  of  the  Treasury  was  bound  every  year  to  purchase 
or  to  pay  off  one  per  cent,  of  the  entire  debt  of  the  United 
States.  He  also  supposed  that  this  obligation  was  not  modi- 
fied or  capable  of  set-off  from  the  fact  that  in  past  years  an 
excess  over  and  above  this  sum  of  one  per  cent,  may  have 
been  purchased  and  set  apart  with  the  sinking  fund.  On  the 
other  hand  it  was  contended  by  a multitude  of  respectable 
authorities  that  Mr.  Bristow’s  construction  of  the  law  was  not 
sound,  and  that  the  spirit  and  the  letter  of  the  statute  would 
be  satisfied  if  an  average  of  one  per  cent,  of  the  public  debt 
were  paid  off  although  in  some  years  we  might  pay  off  more 
and  in  others  less.  Mr.  Morrill  has  taken  this  view  of  the 
law. 

The  refunding  of  the  National  debt  is  the  next  topic  of 
the  Secretary,  and  he  shows  how,  in  August,  1876,  he  made 
a contract  with  the  Syndicate  for  the  negotiation  of  four  and 
a half  per  cent,  bonds  for  the  refunding  of  the  five-twenties. 
He  states  that  under  this  contract,  nearly  thirty-six  millions 
33 
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of  four  and  a half  per  cent,  bonds  have  been  sold,  that  five 
calls  for  five-twenties  of  ten  millions  each  have  been  issued, 
and  that  the  refunding  operations  are  still  in  progress. 
The  chief  part  of  the  report  is  taken  up  with  the  subject 
of  resumption.  Mr.  Morrill  begins  by  stating  that  the  Act 
of  March,  1869,  laid  the  foundation  of  the  subsequent 
financial  policy  of  the  Government,  and  declares  that  this 
policy  should  consist  first  in  the  payment  in  coin  or  its 
equivalent  of  the  greenbacks  and  of  all  the  interest-bearing 
obligations  of  the  United  States ; and  secondly,  in  the 
redemption  of  the  greenbacks  in  coin  at  the  earliest  practi- 
cably period.  In  conformity  with  this  organic  law,  the  Act  of 
January,  1875,  fixed  the  ist  January,  1879,  as  the  day  of 
redemption,  and  gave  authority  to  the  Secretary  of  the 
Treasury  to  make  provisions  for  resumption,  by  accumulating 
gold  and  by  selling  bonds  for  the  purpose  of  buying  it.  He 
was  also  instructed  to  issue  silver  coin,  with  a view  to  the 
same  ultimate  object,  and  the  law  of  April  17th  and  July 
22d,  1876,  further  enlarged  the  powers  of  the  Secretary  in 
regard  to  the  silver  issues.  Mr.  Morrill  does  not  explain 
the  relative  value  of  the  various  powers  thus  conferred  upon 
the  Secretary,  with  a view  to  the  resumption  of  specie  pay- 
ments. With  regard  to  the  accumulation  of  gold  coin,  and 
the  amount  that  will  be  needful,  the  estimates  which  have 
been  offered  to  the  public  vary  from  100  millions  to  400  or 
even  500  millions.  Mr.  Morrill  seems  to  think  that  three 
hundred  millions  will  be  sufficient. 

He  also  adds,  that  “in  the  interest  of  permanent  redemp- 
tion, and  as  a means  of  maintaining  the  same,  it  is  deemed 
important,  also,  if  not  quite  indispensable,  that  provision 
should  be  made  requiring  the  National  banks  to  gradually 
provide  coin  in  such  ratio  as  the  Secretary  of  the  Treasury 
may  direct,  and  to  hold  the  same  as  a part  of  their  legal 
money  reserve,  so  that  said  reserve,  on  the  first  day  of 
January,  1879,  shall  be  equal  in  amount  to  the  entire  reserv'c 
required  by  law.  To  the  same  end,  as  the  fractional  cur- 
rency is  withdrawn,  it  is  deemed  expedient  that  not  only  the 
vacuum  caused  thereby  in  the  matter  of  change  should  be 
made  good,  but  that,  as  additional  change,  the  volume  of 
silver  should  be  increased  to  the  amount  of  at  least  eighty 
millions  of  dollars,  and  silver  made  a legal  tender  to  the 
amount  of  ten  dollars  in  all  cases,  except  the  obligations  of 
the  Government  of  the  United  States  and  the  customs  dues.” 

With  regard  to  the  emission  of  silver  coin,  Mr.  Morrill 
states  that  the  Department  began  to  issue  immediately  after 
the  passage  of  the  Act  of  April  17th,  1876,  subsidiary  silver 
coin,  in  redemption  of  the  outstanding  fractional  currency, 
the  coin  having  been  struck  under  the  authority  of  the 
Resumption  Act  of  January  14th,  1875.  the  silver  issues 

were  rapidly  absorbed,  and  the  demand  went  on  increasing, 
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the  silver  coined  previous  to  the  passage  of  the  Act  of  April, 
was  issued  in  payment  of  the  currency  obligations  of  the 
Government.  Another  step  in  advance  was  made  by  the  Act 
of  July  22,  1876,  which  authorized  the  issue  of  silver  coin  in 
exchange  for  legal  tender  notes.  The  total  issues  of  silver 
to  October  30th,  1876,  were  $22,096,712,  of  which  amount 
there  has  been  issued  for  fractional  currency  $12,953,259. 
The  Secretary  adds,  “ that  the  demand  for  silver  coin  for 
circulation,  though  growing  less  urgent,  still  continues  fully 
equal  to  the  capacity  of  the  mints  to  supply  it.” 

After  a brief  summary  of  the  National  Bank  system,  in 
which  Mr.  Morrill  recapitulates  the  chief  statistics  of  the 
Comptroller’s  report,  the  Secretary  predicts  that  if  the 
market  value  of  United  States  bonds  should  remain  unchanged 
the  National  Banks  will  not  probably  take  out,  before  Janu- 
ary I,  1879,  niore  than  18  millions.  If  however  the  bonds 
should  decline,  a considerable  aggregate  of  them  would  he 
thinks  be  re-deposited  by  the  banks  that  have  withdrawn 
bonds  amounting  to  $65,102,800  since  June  20th,  1874.  He 
explains  that  the  profit  on  circulation  depends  on  the  price 
paid  for  the  bonds  and  on  the  rate  of  interest.  If  the  business 
of  the  country  should  revive,  or  if  the  value  of  the  bonds  should 
decline,  he  supposes  that  the  amount  of  the  circulation  will 
be  largely  increased.  When  the  rate  of  interest  is  7 per  cent, 
the  profit  on  circulation  is  estimated  at  two  and  a half  per 
cent,  and  where  the  rate  is  10  per  cent,  the  profit  is  about 
one  and  a half  per  cent,  at  the  present  valuation  of  the  bonds. 

As  to  the  Internal  Revenue  Mr.  Morrill  shows  that  the 
increase  in  the  aggregate  collections  has  amounted  to  nearly 
seven  millions,  of  which  $4,344,374  were  from  spirits  and 
$ 2,491,878  from  tobacco.  Our  revenue  system  is  now  rapidly 
approaching  that  stability  which  should  always  be  aimed  at 
in  fiscal  legislation.  With  the  exception  of  the  bank  taxes 
which  are  collected  partly  by  the  Internal  Revenue  bureau, 
and  partly  by  the  Treasurer  directly,  there  is  no  agitation  for 
any  repeal  or  modification  of  existing  taxes.  A proposition 
has  however  been  made  in  some  quarters  for  a tax  on  tea  and 
coffee.  Some  of  the  advocates  of  these  new  taxes  design  them 
for  the  accumulation  of  a surplus  in  the  Treasury,  for  the 
purpose  of  buying  gold  for  resumption  ; while  other  advocates 
of  the  tea  and  coffee  taxes  would  substitute  them  for  the 
bank  taxes  when  these  are  repealed.  As  the  surplus  is  now 
sufficiently  large,  the  repeal  of  the  bank  taxes  need  not  entail 
the  necessity  of  levying  any  new  taxes  in  their  place,  except 
indeed  Mr.  Bristow’s  interpretation  of  the  sinking  fund  law 
should  be  revived,  which  is  not  very  likely.  On  the  whole 
the  Secretary’s  report  has  been  favorably  received,  though  it 
is  devoid  of  many  of  those  sensational  topics  which  have  given 
so  much  of  public  interest  to  several  of  the  previous  reports  of 
the  Treasury. 
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REPORT  OF  THE  COMPTROLLER  OF  THE  CUR 

RENCY. 

We  are  rapidly  accumulating  in  the  annual  reports  of  our 
banking  system  by  the  Comptroller  of  the  Currency,  a large 
mass  of  valuable  information  which  will  be  of  use  to  the 
future  historian.  The  report  which  has  just  been  laid  before 
Congress,  is  in  some  respects  more  interesting  than  any  of 
the  previous  documents  which  Mr.  Knox  has  prepared  since 
his  appointment,  three  or  four  years  ago.  His  present  report 
may  be  considered  in  two  aspects  ; it  is  a history  of  the  past 
growth  of  our  banking  system,  and  it  is  a representation  of 
its  present  condition  all  over  the  country.  Our  limited  space 
compels  us  at  present  to  confine  our  attention  to  the  second 
of  these.  We  need  not  remind  our  readers  of  the  four  distinct 
branches  which  make  up  our  financial  system.  There  is  first 
the  National  Banks,  which  constitute  by  far  the  largest 
portion  of  the  system  ; then  there  are  the  State  banks  and 
the  private  Bankers,  and  finally  there  are  the  Savings  Banks, 
with  which  may  be  combined  the  Trust  Companies  and  other 
financial  corporations  which  receive  deposits  and  make  loans, 
and  do  a qualified  banking  business.  With  regard  to  the 
National  Banks,  the  report  of  the  Comptroller  is  of  course 
the  most  detailed  and  complete.  He  presents  the  following 
table  of  the  resources  and  liabilities  of  the  National  Banks 
for  the  last  eight  years,  as  follows  : 

Oct.  9,  Oct,  8,  Oct.  2,  Oct.  3,  Sc/.  13,  Oct.  2,  Oct.  i,  Oct.  2, 

1869.  1870.  1871.  1872.  1873*  1874.  1875.  1876. 

1.617  i>6i5  1.767  X.91Q  X.976  3,094  2,087  3*089 

banks,  banks,  banks,  banks,  b^nks.  banks,  banks,  banks. 

resources'.  Mir  ns,  MiFns,  MiPns,  Mir  ns,  Mir  ns.  Mir  ns,  Mir  ns,  Mir  ns. 

Loans 6829  . 716.0  . 831.6  . 877.2  . 944.2  . 954.4  . 984.7  . 93i.t 

Bonds  for  circulation 339.5  . 340.6  . 364.5  . 382.0  . 388.3  . 383.3  . 370.3  . 337.2 

Other  U.  S.  bonds 44.6  . 37.7  . 45.8  . 27.6  . 23.6  . 28.0  . 28.1  . 47.8 

Other  stocks,  bonds,  &... . 22.2  . 23.6  . 24  5 . 23.5  . 23.7  . 27.8  . 33.5  . 34.4 

Due  from  other  banks 109.9  . 109.5  . 143.2  . 128.2  . 149.5  • *34-^  • 144*7  ■ x4b-9 

Real  estate 25.2  . 27.5  . 30.1  . 32.3  . 34.7  . 38.1  . 42.4  . 43.1 

Specie..... 23.0  . 18.5  . 13.2  . 10.2  . 19.9  . 21.2  . 8.1  . 21.4 

Legal  tender  notes 83.7  . 77.2  . 107.0  . 102.1  . 92.4  . 80.0  . 76,5  . 84.2 

National  banknotes.......  10.9  . 12.6  . 14.3  . 15.8  . 16.1  . 18.5  • 18.5  . 15.9 

Clearing-house  exchanges . . 108.7  . 91.6  . 115.0  . 125  o . 100.3  • X09.7  . 87.9  . 100.0 

U.  S.  certificates  of  deposit  ^ 6.7  . 20.6  . 42.8  . 48.8  . 29.2 

Due  from  U.  S.  Treasury * 20.3  19.6  . 16.7 

Other  resources 55.6  . 55.9  . 41.2  . 25.2  . 17.3  . 18.3  • 19.1  . 19.x 

Total ii497<3  •i>5xo.7  .1,730.6  .1,755.8  .i,83a6  .1,877.2  .1,882.2  .1,827.2 

LIABILITIES. 

Capital  stock 426.4  . 430.4  . 458.3  . 479.6  . 491.0  . 493  8 . 504.8  . 499.8 

Surplus  fund 86.2  . 94.1  • 161.1  . 110.3  . 120.3  . 129.0  . 134.4  • 132.2 

Undivided  profits 40.7  . 38.6  . 42.0  . 46.6  . 54.5  . 51.5  . 53.0  • 46,4 

Circulation 2^.1  . 293.9  . 317.4  . 335.1  . 340.3  . 334.2  . 819.1  . 292.2 

Due  to  depositors 523.0  . 515.3  . 631.4  . 628.9  . 640.0  . 683.8  . 679.4  . 6M.2 

Due  to  other  banks 118.9  . 130.0  . 171.9  . 148.8  . 173.0  . 175.8  > 179,7  . 179.8 

Other  liabilities 5.9  . 8.4  . 8.5  . 11.5  11.5  . 9>i  • 11.8  . 10.6 

Total i»497-2  .1,510-7  -i»730-6  .1.755-8  .1,830.6  .1,877,2  .1,882.2  .1,827.2 
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The  resources  and  liabilities  of  the  National  Banks  at  the 
close  of  business  on  the  second  day  of  October,  1876,  are 
exhibited  on  the  following  table  : 

Boston,  Phiia- 

New  York,  delpkia,  and  Other  reserve  Country 

City.  Baltimore.  cities.*  banks.  Aggregate. 
RBSOUKCBS.  banks.  ^ banks.  q/Q  banks,  ifSss  banks.  2,o8g  banks. 

Loans  and  discounts 479»*^i333  *5  927^574.979 

On  U.  S.  bonds  on  demand....  16,277,492  . 843,143  . $ 1,031,631 

On  other  stocks,  bonds,  &c.,  on  .... 

demand S8»749.574  • 19.iM.232  • 9.025,493 

Payable  in  gold 4*338.058  . 66,184.  3.185,558 

On  single-name  paper,  without 

other  security 16,634,532  . 9,355.654*  6,739,679 

All  other  loans 98,243,569  . 138,596,601  , 76,204,245 

Overdrafts 70,900  . 53,923  . 442,806  . 3,162,106  . 

Bonds  for  circulation 19,237,500  . 45,701,200.  23,164,250.249,067,450. 

Bonds  for  deposits  775,000  . 600,000.  2,903.500.  10,419,500. 

U.  S.  Bonds  on  hand 16,135,000  • 5,113,700.  3,988,600.  7,904,850. 

Other  stocks  and  bonds 10,061.841  . 3,764,452.  2,898,144.  17,720,720. 

Due  from  reserve  agents 17.357,152  . 14,626,028  . 55,343,771  . 

Due  from  other  national  banks.. . 15,819,090  . 9,416,355.  6,316,500.  15,973,145* 

Due  from  other  banks  and  bankers.  2,368,687  . 1,224,185.  2,257,546.  6,210,865. 

Real  estate,  furniture,  and  fixtures.  8,786,099  . 6,388,028.  4,873,487.  23,074,328. 

Current  expenses 985,419  • 873,246  . 965,361  . 4,163,618  . 

Premiums 2,674,^9  . 952,2^.  975.954  * 6,112,039. 

Checks  and  other  cash  items 1,851^901  . 1,119,261.  783,553.  8,283,425. 

Exchanges  for  clearing-house 63,940,479  . 19,165,458  . 4, -^4,880 

Bills  of  other  national  hanks 1,249,038  . 3,595.725.  1,833,969.  9,231,583. 

Fractional  currency 105,307  . 263.554  . 139,810  . 9^,533  • 

Specie M. 576, 574  . 2,824,504  . 1,197.380  . 2,761,239  . 

Legal-tender  notes 27,902,384  . 14,452,686  . 12,163,255  . 29,733,592  . 

U.  S.  certificates  of  deposits 17,365,000  7,620,000.  2,905,000.  1,2^,000. 

Five  per  cent,  redemption  fund. . 829,194  . 2,036,716.  997.134.  10,843,329. 

Due  from  U.  S.  Treasurer 241,225  . 739,694.  181,212.  875,193. 

Total 389,223,852  .311,237,922  .184,564.975  .942,238,619  .1,827,265,368 

LIABILITirS. 

Capital  stock 66,400,000  . 80,886,985.  47,005,500.305,509,747.  499,802,232 

Surplus  fund 18,926,148  ■ 22,540,745.  14,858,851.  75*876,538.  132,202,282 

Unaivided  profits 8,897,208  . 4,729,284  . 3,954,832  . 28,863,892  . 46,445,216 

National  bank  notes  outstanding. . 14,832,784  . 3^202,086.  20,164,8^.218,344,284.  2 ^1,544,020 

State  bank  notes  outstanding 77.8oo  . 92,483  . 32.793  • 418,943  . 622,019 

Dividends  unpaid 212,279  . 1,462,452  . 193,301  . 1,^7,502  . 3,855,534 

Individual  deposits 184,063,417  .121,104,228.  67,185,^2.279,031,663.  651,385,210 

U.  S.  deposits  279,691  . 277,719  . 1,330,813  . 5,368,578  . 7,256,801 

Dep’ts  of  U.  S.  disbursing  officers  145,072  . 14,731  • 918,603  . 2,668,376  . 3,746,782 

Due  to  National  banks 71,814,793  . 32,255,097  . 15,712,932  . n,753,M7  • 131,535,969 

Due  to  other  bank.s  and  bankers. . 23,524,6^  . 7,413,797.  11,574,183.  5,737,472.  48,250,112 

Notes  and  bills  rediscounted 113,415.  589,399.  3,761,593.  4,464,407 

Bills  payable 50,000  . 2,144,900.  1,043,000.  2,916,884.  6,154,784 


Total 389,223,852  .311,237,922  .184,564,975  .942,238,619  .1,827,265,368 

* The  reserve  cities,  in  addition  to  New  York,  Boston,  Philadelphia,  and  Baltimore,  are 
Albany,  Pittsburgh,  Washington,  New  Orleans,  I.ouisviUe,  Cincinnati,  Cleveland,  Chicago, 
Detroit,  Milwaukee,  Saint  Louis,  and  San  Francisco. 

Four  distinct  features  of  the  National  banking  system 
suggest  themselves  for  examination.  First,  there  is  its  system 
of  publicity,  which  consists  of  regulations  for  quarterly 
reports  which  are  sent  by  each  National  Bank  to  the  Comp- 
troller of  the  Currency  at  Washington,  by  whom  they  are 
tabulated  and  their  results  published  in  the  newspapers. 
Secondly,  there  is  the  system  of  examination  which  is  carried 
on  under  the  direction  of  the  Comptroller  of  the  Currency, 
by  experts,  who  have  orders  to  visit  every  National  Bank  at 
least  once  a year,  and  to  pay  special  visits  when  required  by 
the  Comptroller,  in  any  doubtful  cases  requiring  special  super- 
vision. It  is  to  be  regretted  that  the  Comptroller  has  said 
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SO  little  in  his  reports  of  this  important  part  of  the  machin- 
ery of  his  bureau.  No  other  banking  system  of  which  we 
have  any  account  has  ever  adopted  this  system  of  inspection, 
and  in  common  with  a large  proportion  of  our  banking  com- 
munity, we  had  considerable  doubts  as  to  the  expediency  of 
the  plan  when  it  was  first  proposed  in  1863.  It  is  true  that 
this  system  of  inspection  was  copied  from  our  New  York 
banking  law,  but  there  was  considerable  doubt  whether  a 
plan  which  worked  well  in  the  metropolitan  State  could  be 
made  to  work  equally  well  throughout  the  country.  These 
doubts  however  are  at  an  end.  Although  there  is  much  room 
for  improvement  in  some  of  the  details,  the  work  of  the 
examiners  must  be  admitted  on  the  whole  to  have  been 
efficiently  done,  and  in  many  instances,  both  in  this  city  and 
elsewhere,  notable  advantages  have  resulted  from  the  labors 
of  the  inspectors,  besides  those  general  advantages  which 
attend  the  vigorous  superintendence  of  any  large  and  widely 
extended  system  of  banks.  We  trust  that  in  his  future 
reports  the  Comptroller  will  be  able  to  give  more  detailed 
information  as  to  the  quiet  and  unostentatious,  but  efficient 
and  useful  labors  of  the  bank  examiners. 

The  second  point  of  interest  is  the  security  which  is  held 
in  Washington  for  the  National  bank  notes.  This  plan  of 
exacting  security,  as  established  in  the  National  banking  law, 
was  borrowed,  like  many  others  of  its  best  features,  from 
the  banking  law  of  this  State.  The  following  table  exhibits 
the  kinds  and  amounts  of  United  States  bonds  held  by  the 
Treasurer,  on  the  ist  day  of  November,  1876,  to  secure  the 
redemption  of  the  circulating  notes  of  National  Banks: 


J^ate  qf 

Class  0/  Bonds.  Authorizing  Act.  Interest. 

Lx>an  of  February,  1861,  (8is.)  February  8,  1861 6 per  cent. 

Loan  of  July  and  Aug.  *6l,  (8is.)  July  17  and  Aug.  5, 1861.  do. 

Loan  of  1863,  (8  is.). March  3,  1863 do. 

Five-twenties  of  June,  1864 June  30,  1864. do. 

Five-twenties  of  1865 March  3,  1865 do. 

Consols  of  1865 do.  do. 

Consols  of  1867 do.  do. 

Consols  of  1868 do.  do 

Ten-forties  of  1864. March  3,  1864 5 per  cent. 

Funded  loan  of  1881 Julyi4,’70,&  Jan.  20,^7 1.  do. 

Funded  loan  of  1891 do.  4*^perct. 

Pacific  Railway  bonds July  i,  *62,  & July  2, ’64,  6 per  cent 


Amount. 

$3,061,000 

45. 147*450 
23*698,750 

24,500 

4,013.500 

6,050,100 

9.471.000 

2.502.000 
88,950,300 

134,652,400 

10,305,800 

9.851.000 


Total $337*727.800 

These  securities  consist  of  $ 103,819,300  of  six  per  cent, 
bonds  ( including  ^9,851,000  issued  to  the  Pacific  Railroad,) 
$ 223,602,700  of  five  per  cent.,  and  $ 10,305,800  of  four  and  a 
half  per  cent,  bonds.  Since  October  i,  1870,  there  has  been 
a decrease  of  six  per  cent,  bonds,  amounting  to  ^ 143,097,000, 
and  an  increase  of  five  per  cents  of  $127,685,150.  During 
the  year  ending  November  i,  there  has  been  a decrease  of 
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$-4*783, 912  of  six  per  cent.,  and  a decrease  of  $15,443,500  of 
five  per  cent,  bonds.  During  the  last  two  months,  $ 10,305,800 
of  four  and  a half  per  cent,  bonds  have  been  deposited,  of 
which  ^ 3,409,050  were  deposited  in  exchange  for  six  percent, 
bonds,  and  $5,357,500  in  exchange  for  five  per  cent,  bonds. 

The  third  feature  of  interest  in  our  banking  system  is  the 
taxation  to  which  it  is  liable  both  from  the  State  govern- 
ments and  also  from  the  government  of  the  United  States. 
Considerable  agitation  has  been  produced  by  the  mischievous 
pressure  of  the  taxes  upon  the  banking  business.  Vigorous 
and  enlightened  efforts  had  been  for  several  years  put  forth 
with  the  view  of  obtaining  relief.  First  of  all  the  banks 
endeavored  to  induce  the  State  governments  to  lessen  the 
pressure  of  their  taxes,  and  failing  here  the  banks  are  now 
making  a united  effort  throughout  the  country  to  induce 
Congress  to  repeal  the  national  taxes.  These  imposts  consist 
of  a tax  on  the  capital  and  the  deposits  of  all  banks  to  the 
extent  of  one  half  per  cent,  a year.  The  National  Banks  have 
also  to  pay  a tax  of  one  per  cent,  upon  their  circulating 
notes.  This  tax  on  the  circulation  is  a charge  on  the  profits 
derived  by  the  banks  from  this  part  of  their  business.  It 
can  scarcely,  therefore,  be  objected  to  as  a tax  because  it  is 
rather  an  expedient  by  which  the  government  shares  with  the 
banks  the  profits  which  really  ought  to  belong  in  part  to  the 
people.  We  do  not  understand  then  that  the  banks  seek  for 
repeal  of  the  tax  on  circulation  ; but  they  do  seek  and  they 
ought  to  obtain  the  repeal  of  the  taxes  on  their  capital,  their 
surplus  and  their  deposits.  The  Comptroller  discusses  this 
question  in  a very  elaborate  manner,  as  was  stated  in  the 
Banker’s  Magazine  for  December. 

The  last  characteristic  of  our  banking  system  which  we 
will  refer  to  is  that  of  free  banking  as  it  is  called.  The  Act 
of  1874  authorized  National  Banks  to  withdraw  their  notes 
and  give  up  the  privilege,  partially  or  altogether,  of  issuing 
currency.  Under  this  law  $52,853,560  of  bank  notes  have 
been  relinquished  by  the  banks,  and  an  equal  amount  of 
greenbacks  for  their  redemption  deposited  in  the  treasury. 
Of  these  fifty-two  millions,  nearly  three-fourths  have  been 
actually  called  in  and  destroyed,  the  amount  being  $37,122,- 
069.  The  chief  free  banking  feature  of  our  system  was, 
however,  introduced  by  the  Act  of  January,  1875,  which 
repealed  the  old  limitation  of  300  millions,  and  allowed 
unlimited  issues  of  National  bank  notes,  with  the  proviso 
that  eighty  per  cent,  of  greenbacks  should  be  called  in  and 
cancelled  for  every  month’s  issues  of  new  National  bank 
notes,  until  the  greenbacks  outstanding  should  be  reduced  to 
300  millions. 

During  the  year  ending  November  i,  1876,  $7,093,680  of 
additional  circulation  has  been  issued,  of  which  amount 
$ 1,305,140  was  issued  to  thirty-six  banks,  having  a capital  of 
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^3,189,800,  which  were  organized  during  the  year.  The 
whole  amount  of  additional  circulation  issued  since  the  pas- 
sage of  the  Act  of  January  14,  1875,  is  $18,080,355;  and 
legal-tender  notes  equal  to  eighty  per  cent,  thereof,  or 
$14,464,284,  hiave  been  retired,  leaving  $367,535,716  of  these 
notes  outstanding  November  i,  1876.  During  the  year, 
$31,929,864  of  National  Bank  notes  have  been  retired  without 
re-issue;  the  actual  decrease  for  the  year  being  $24,836,184, 
and  the  total  decrease  since  January  14,  1875,  being  $30,- 
710,732.  Within  the  same  period  lawful  money  to  the 
amount  of  $28,179,285  has  been  deposited  with  the  Treas- 
urer to  redeem  circulation,  $25,301,231  of  which  have  been 
deposited  by  two  hundred  and  thirty  banks  in  operation,  for 
the  purpose  of  retiring  circulation,  and  $2,878,054  by  banks 
in  liquidation.  The  amount  previously  deposited  under  the 
Act  of  June  20,  1874,  was  $27,552,329,  and  by  banks  in 
liquidation  $6,210,175  ; to  which  is  to  be  added  a balance  of 
$3,813,675  remaining  from  deposits  made  by  liquidating 
banks  prior  to  the  passage  of  that  Act.  Deducting  from 
the  total  of  the  sums  named  ($65,755,464)  the  amount  of 
circulating  notes  redeemed  and  destroyed,  and  for  which  no 
re-issue  has  been  made,  there  remained  in  the  hands  of  the 
Treasurer  on  November  i,  1876,  $20,910,946  of  lawful  money 
applicable  to  the  redemption  and  retirement  of  circulation. 

The  statements,  compiled  by  the  Comptroller  from  returns 
made  of  the  redemption  of  National  bank  notes  show  that 
there  was  received  at  the  redemption  agency  of  the  Treas- 
ury, during  the  year  ending  November  i,  1876,  $216,149,601; 
of  which  amount  about  $72,000,000,  or  33  1-3  per  cent,  was 
received  from  the  banks  in  New  York  city.  The  total 
amount  received  by  the  Comptroller  for  destruction  from 
the  redemption  agency  and  from  the  National  banks  direct 
was  $102,793,501;  of  which  amount  $47,863,288  were  issues 
of  the  banks  in  the  city  of  New  York,  $39,208,292  of  Boston, 
$15,210,718,  Philadelphia;  $8,926,713,  Baltimore;  $7,682,207, 
Pittsburgh;  $3,387,940,  Cincinnati;  $6,860,763,  Chicago; 
$4,334,385>  St.  Louis;  $2,514,883,  New  Orleans;  $2,517,640, 
Albany;  and  $2,609,690,  Cleveland.  There  was  $104,188,948 
of  National  bank  circulation  outstanding  on  November  i upon 
which  the  charter  number  had  not  been  printed,  and 
$215,687,248  in  circulation  having  that  imprint. 

Passing  next  from  the  National  banking  system  to  the 
other  systems  of  banking,  the  Comptroller  gives  a very  com- 
plete review  of  all  the  private.  State,  and  Savings  banks, 
with  their  capital  and  deposits.  He  shows  that  the  total 
number  of  banks  of  all  the  four  descriptions  which  were 
doing  business  in  May,  1876,  is  6,609,  capital 

of  these  institutions  amounts  to  720  millions,  while  their 
total  deposits  amount  to  1,974  millions.  It  thus  appears 
that  the  National  banking  system  has  an  aggregate  capital 
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more  than  twice  as  large  as  the  total  capital  of  the  other 
banks  throughout  the  country,  while  the  National  bank 
deposits  are  less  than  one-third  of  the  total  deposits  of  the 
whole  of  our  banking  system. 

NOVEMBER  30,  1875. 


Geographical  State  Banks  and  r- Savings  Banks 

Divisions.  Private  Bankers.  IPith  capital.  H ithout  capital.  Total. 

States  and  CapVl.  Deposits.  Capri.  Deposits.  Deposits.  CapCl.  Deposits, 

Territories,  No.  MtPns.  Mil'ns.  No.MiCns.  MiCns.No.  MiPns.  No.  MiVns.  MiCns, 

New  England...  126  . 11.6  . 24.0  . a -0.3  . 5.2  .436  • 4*3<9  • 564  . 11.9  . 443*( 

Middle 1,270  . 90.8  . 232.4  . 3 .0.2  . 0.8  . 218  . 382.8  . 1,491  . 91.0  . 616.0 

Southern 517  , 36.0  . 42.6  . 3 . 0.4  . 0.5  . 3 . 1.9  . 523  . 36.4  . 45.0 

Western  & Ter..  1,853  • 70-9  • 188.0  .19  .4.1  . 32.6  . 38  . 47.0  . 1,910  . 75.0  . 267.6 


United  States.  3,766  . 209.3  . 487.0  . 27  . 5.0  . 39.1  . 695  . 845.6  . 4,488  . 214.3  . i,37**7 

MAY  31,  1876. 

Geo^aphical  State  Banks  and.  , Savings  Banks % 

Divisions.  Private  Bankers  With  capital.  Without  capital.  Total. 

Slates  and  Capfl.  Deposits.  Capri.  Deposits.  Deposits.  Capri  Deposits. 

Territories.  No.  Mil’ns.  Mil'ns.  No. Mil’ns.  Mii  ns.  No.  Mil’ns.  No.  Mil'ns.  Mil’ns. 
New  England. . . 135  . 11.7  . 23.6  . x .0.2  . 4.4  .436  .415.1  . 572  . 11.9  . 443  * 

Middle 1,256  . 89.2  . 223.4  • 3 • o-3  • • 212  . 382.5  . 1,471  . 89.5  . 607.1 

Southern 516  . 35.7  . 44.9  . 3 .0.4  . 0.6  . 4 . 2.0  . 523  . 36.1  . 47.5 

Westem& Te|^..  1,896  . 77.4  . 188.1  . 19  . 4.1  . 31.0  . 39  . 45.0  . 1,954  . 81.5  . 264.1 

United  States.  3,803  . 2x4.0  . 480.0  . 26  . 5.0  . 37.2  . 691  . 844.6  . 4,520  . 219.0  . 1,361.8 

If  the  number,  capital,  and  deposits  of  the  National  banks* 
on  October  i,  1875,  ^>e  combined  with  the  number,  average 
capital,  and  average  deposits  of  the  State  banks  and  private 
bankers,  savings  banks,  and  trust  and  loan  companies,  as 
shown  by  the  table  (page  500  ante)  for  the  six  months  ending 
November  30,  1875,  it  will  give  a total  number  of  6,576,  a 
total  banking  capital  of  $719,101,966,  and  total  deposits  of 
$2,036,296,106.  A similar  combination  of  the  National  Banks 
for  May  12,  1876,  with  the  State  banks,  savings  banks,  etc., 
for  the  six  months  ending  May  31,  following,  will  give  for 
the  latter  date  a total  number  of  6,609,  a total  banking 
capital  of  $720,012,806,  and  total  deposits  of  $1,974,189,449. 

The  Comptroller  presents  classified  tables  showing  by 
States  and  geographical  divisions  the  number  of  shares  of 
National  bank  stock,  the  location  of  the  shareholders,  etc. 
The  total  number  of  shares  is  6,505,930,  and  of  shareholders, 
208,486.  The  average  amount  of  stock  held  by  each  share- 
holder is  about  $3,100.  In  the  Eastern  States  it  is  about 
$2,100;  in  the  Middle  States,  $3,100;  in  the  Southern  States, 
$3,400;  in  the  Western  States,  $4,800;  and  in  the  Pacific 
States  and  Territories,  $8,300.  Shareholders  of  National  bank 
stock  reside  in  every  State  and  Territory  in  the  Union  except 
in  Washington  and  Alaska  ; in  eleven  countries  or  provinces 
of  this  continent  and  adjacent  islands ; in  twenty-five  coun- 
tries in  Europe,  Asia,  and  Africa,  and  in  the  islands  of  the 
sea.  These  tables  are  commended  to  the  lovers  of  the  inter- 
esting and  the  curious  in  monetary  statistics. 
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FINANCIAL  PARALLELS. 

In  considering  our  abnormal  financial  condition  — our 
apparent  want  of  prosperity  and  real  financial  and  com- 
mercial distress — it  is  curious  and  may  be  instructive  to  note 
how  nearly  parallel  in  both  causes  and  effects  is  our  present 
experience  to  that  of  England  from  1815  1825.  A pamph- 

let entitled  “ Silver  and  Gold  in  their  relation  to  the  problem 
of  Resumption,”  by  Mr.  S.  Dana  Horton,  published  recently 
for  private  distribution,  besides  being  full  of  arguments  and 
figures,  ably  showing  the  necessary  relation  of  both  silver 
and  gold  to  a possible  resumption  of  specie  payments  by 
this  country,  presents  interesting  statements  of  the  financial 
changes  in  England  from  1815  to  1825.  From  these  may  be 
seen  the  remarkable  parallel  to  our  own  experience  from  1865 
to  the  present  time ; a parallel  which  may,  perhaps,  extend 
through  the  next  few  years.  We  quote  as  follows : 

“ Among  the  results  of  Waterloo  came  the  necessity  imposed 
.upon  the  business  world  of  Great  Britain  of  abandoning 
inflation  in  its  various  forms,  and  returning  to  coin  and  con- 
vertible notes.” 

“The  dreaded  day  was  eventually  deferred — first  to  1818, 
then  to  1819,  and  again  to  1820-23  — but  it  would  seem  safe 
to  say  the  work  of  preparation  was  by  all  interested,  silently 
begun  at  once.” 

“ A remarkable  development  of  inventions  and  manufactures 
falls  also  within  this  period,  and  it  is  also  marked  by  the 
exceptional  position  of  England  with  reference  to  the  ocean 
trade  of  Europe,  occasioned  by  Napoleon’s  attack  on  British 
commerce.” 

“In  1816  the  new  system  of  coinage  was  introduced ; the 
quality  of  being  a genuine  ‘ pound  sterling  * was  taken  away 
from  silver ; a new  coin,  the  sovereign  of  gold,  was  made 
the  new  pound  sterling  and  monetarj-  unit  and  sole  unlim- 
ited legal  tender  ; while  the  place  of  the  legal  tender  shil- 
ling was  filled  with  a new  coinage  of  silver  tokens,  whose 
paying  power  was  limited  to  sums  of  forty  shillings.” 

“In  1817  a partial  resumption  or  redemption  in  coin  by  the 
bank  of  certain  classes  of  bank-notes  ensued,  upon  which  the 
authorities  do  not  seem  to  be  agreed.” 

A change  of  a few  words  would  make  this  account  agree 
very  nearly  with  our  own  history.  In  minor  points,  as  well 
as  in  the  demonetization  of  silver,  is  this  the  case.  In  1817 
an  attempt  was  made  to  partially  resume,  and  which  failed, 
that  may  be  compared  to  the  effort  on  the  part  of  our 
Treasury  to  redeem  greenbacks  in  silver,  limited  to  five  dol- 
lars to  each  applicant. 
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The  quotation  which  now  follows  will  show  that  the  course 
of  England  was  that  which  we  are  now  pursuing : 

‘‘  In  the  ‘ Memorandum  * furnished  to  Parliament  by  the 
Bank  Directors  in  1832,  they  give  twenty  millions  of  pounds 
as  the  aggregate  amount,  which  they  were  obliged  to  obtain 
from  foreign  countries,  in  order  to  fulfill  their  duties  under 
the  Act  of  1819. 

“This,  of  course,  is  in  addition  to  the  existing  reserve, 
which  in  August,  1818,  stood  at  six  million,  in  1819 
three  and  four. 

“In  view  of  these  figures,  and  of  the  low  premium  in  gold 
which  had  prevailed  for  some  years,  and  the  amount  of 
silver  token  money  issued  in  i8i6,  it  would  seem  safe  to 
say  that  the  specie  stock  of  1821,  compared  with  the  specie 
stock  of  1812  and  1813,  must  indicate  an  increase  of  from 
twenty-five  to  thirty  million  pounds. 

“ A controlling  purpose  of  this  great  accumulation  within 
the  control  of  the  bank,  of  gold  obtained  from  foreign 
countries,  was  the  contemplated  substitution  of  gold  in  place 
of  the  one  and  two-pound  notes  ‘ of  the  Bank  of  England, 
and  of  the  country  banks  as  well.  It  will  be  remembered 
that  the  Act  of  1797,  which  originally  authorized  their  issue, 
limited  their  duration  to  the  period  of  restriction  of  cash 
payment. 

“ Seven  and  a half  million  pounds  were  accumulated  by  the 
bank  to  redeem  its  own  notes  of  these  denominations. 

“ In  providing  as  much  more  for  the  redemption  of  the 
country  notes,  the  Directors,  according  to  their  own  account, 
before  cited,  had  anticipated  by  three  years  the  commands 
of  Parliament. 

“A  large  part  of  their  own  notes  were  withdrawn  in  1821, 
and  although  directed  to  be  ready  to  redeem  the  country 
notes  before  1825,  they  had  already  provided  themselves  with 
the  necessary  gold  in  1822.” 

The  motives  of  those  who  directed  this  financial  plan  were 
questioned,  and  the  criticisms  as  to  their  disinterestedness 
read  like  complaints  of  the  present  day. 

“The  effect  of  this  policy  of  the  financial  magnates  of 
Great  Britain  was  well  and  tersely  indicated  by  the  words  of 
the  Memorandum  of  1832,  already  cited.  This  great  supply 
of  gold  could  ‘ only  be  purchased  by  reduced  prices  of 
commodities.’ 

“ It  seems  to  have  been  the  purpose  of  the  Bank  Direct- 
ors to  hasten  the  period  of  redemption  of  the  small  notes 
before  the  time  ordered  by  law. 

“Whether  and  in  either  case  to  what  extent  in  this  action 
they  were  leaders  or  were  led  by  circumstances,  it  is  difficult 
to  decide ; but  Ricardo  himself  had  suggested  beforehand  a 
motive  of  self-interest  for  such  action. 

“He  said  in  the  debate  of  1819:  ‘They  had  no  real 
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interest  in  depreciating  the  currency : it  would  be  rather 
their  interest  to  raise  it,  even  to  double  the  value.  They  were 
in  the  situation  of  creditors,  not  of  debtors ; their  whole 
capital  being  in  money  or  in  securities  representing  money."' 

Ricardo  states  the  case  as  a debtor  of  the  present  time 
would ; and  the  condition  of  affairs  which  the  following 
account  describes,  is  analogous  to  that  of  the  past  three 
years  in  this  country,  and  it  is  entitled  to  special  attention. 

**  It  now  became  more  and  more  evident  that  the  sub- 
stantial interests  of  the  nation  were  suffering  grievous  ills, 
arising  from  mistaken  legislation.” 

But  our  own  inflationists,  in  their  arguments,  have  not  gone 
so  far  as  ‘‘  Brougham's  proposition  to  reduce  taxation  in  pro- 
portion to  what  was  supposed  to  be  the  fall  of  prices,  and 
the  attempt  to  reduce  the  sovereign  from  twenty  to  four- 
teen shillings,”  which  fall  within  the  year  1822.  Our  paper- 
money  advocates  are  generally  more  moderate,  and  only 
claim  to  want  to  be  “ let  alone.” 

We  now  come  to  a part  of  the  experience  of  England 
that  may  foreshadow  our  own  in  the  coming  year ; although 
in  entering  into  the  realm  of  prophecy,  we  must  not  forget 
that  to  both  hard  and  soft-money  advocates  the  lessons  of 
history  have  ‘‘  honor  except  in  their  own  country.” 

‘‘  In  the  end  the  contest  was  allayed  by  the  passage,  in  the 
same  year,  of  a law  repealing  the  provisions  of  the  Act  of 
1819,  which  required  that  the  country-notes  for  i and  2 
should  be  withdrawn  on  and  after  May  i,  1823.”  “A  ‘respite' 
was  thus  granted  in  the  substitution  of  coin  for  paper.  In 
truth,  however,  the  gold  requisite  for  the  contemplated  with- 
drawal of  paper  having  been  already  collected  from  abroad, 
the  law  appears  to  have  set  these  millions  free  to  produce 
what  may  be  called  a Coin  Inflation.” 

Is  the  legislation  of  Congress  this  winter  to  be  similar  ? If 
we  are  to  have  the  parallel  perfect,  we,  too,  must  have  a 
“ respite,”  even  if  it  comes  rather  late.  But  with  or  without  it, 
the  indications  are  that  with  political  matters  settled,  we  shall 
find,  through  sacrifices  already  made,  in  other  words,  “ lower 
prices,”  our  “ Coin  Inflation  ” a possibility. 

We  certainly  have  been  treading  in  the  footsteps  of  the 
past.  Those  footsteps  may  be  named,  “ inflation  by  paper 
money,”  “ mistaken  legislation,”  “ policy  of  financial  mag- 
nates, who  were  creditors,  and  whose  advantage  was  in  hav- 
ing money  double  in  value,”  and  the  “ substantial  interests 
of  the  country  suffering  grievous  ills.”  We  now  come  to  the 
history  which  may  be  ours  in  whole  or  part  in  the  next  few 
years,  as  we  are  wise  and  heed  warning.  The  previous 
quotation  as  to  “Coin  Inflation”  refers  to  the  year  1823.  At 
this  time  “A  rise  of  prices  now  began  and  a revival  of  busi- 
ness, which,  upon  this  new  basis  of  paper  and  coin,  swelled 
into  one  of  the  great  tidal  waves  of  speculation,  whose 
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devastations  make  epochs  in  commercial  history,*’  and  which 
resulted,  in  1825,  in  a suspension  of  specie  payments.  The 
rapidity  of  change  here  related  is  remarkable;  the  resump- 
tion of  specie  payments,  the  sudden  inflation,  and  then  the 
suspension  of  specie  payments  following  upon  a rise  in  prices, 
-all  in  two  or  three  years. 

We  are  more  prosperous  than  England  was  in  1822  — and 
this  will  perhaps  prevent  our  coming  “ good  times  **  from  suf- 
fering a relapse.  We  have  almost  a monopoly  of  the  staples 
of  trade ; and  our  manufactures  nearly  supply  our  own  wants 
and  can  be  exported  in  competition  with  the  world  — a situa- 
tion rarely  before  held  by  any  country.  Unless  therefore  there 
is  to  be  a contest  for  gold  in  the  world,  arising  from  the 
demonetization  of  silver,  in  which  our  foreign  indebtedness 
would  prove  our  weakness,  we  may  succeed  where  England 
failed,  and  be  enabled  to  persist  in  resumption,  notwith- 
standing an  inflation  in  prices  to  be  expected  after  resump- 
tion. We  must  remember,  however,  that  in  a general  con- 
test for  gold  we  should  fail  even  with  a balance  of  trade  in 
•our  favor.  Our  bonds  abroad  can  be  used  to  pay  us  for 
corn  and  cotton,  and  to  draw  gold  from  us  to  an  extent 
dictated  by  the  safety  of  our  creditors.  We  are  prosperous 
but  we  are  a debtor  nation,  and  only  through  continued  low 
prices,  only  through  poverty^  can  we  force  resumption  before 
its  natural  time.  With  both  silver  and  gold  we  can  better 
avoid  danger,  for  our  creditors  are  not  now  contesting  for  silver. 

In  the  question  of  resumption,  we  must  also  consider  the 
increased  demand  for  gold  and  silver.  The  foreign  trade  of 
Great  Britain,  of  France  and  of  the  United  States,  has 
increased  three  hundred  per  cent,  in  thirty  years.  Our 
population  increases  about  three  per  cent,  a year ; but 
the  stock  of  gold  and  silver,  coin  and  bullion,  in  the  world, 
at  the  present  rate  of  production  of  gold  and  silver,  is 

increasing  less  than  one  and  a half  per  cent,  a year.  In  the 

face  of  these  figures  and  of  the  relative  decrease  in  proportion 
to  the  demand  of  the  stock  of  gold  and  silver  in  the  civil- 
ized world,  and  in  view,  also,  of  the  contest  in  Europe  for 

gold,  as  shown  by  the  amount  of  gold  now  held  by  the 

National  Banks  of  Europe  — a phase  in  modern  finances  of 
hoarding  gold,  which  as  a practice  and  in  extent  promises  to 
equal  in  influence  the  hoarding  of  silver  by  India  — per- 
manent resumption,  therefore,  on  a gold  basis  alone,  is  a 
problem  of  unknown  quantities  and  factors  too  difficult  to 
solve. 

In  our  speculations  upon  the  future  as  foretold  by  the  past, 
we  must  include  the  recent  experience  of  Germany,  France 
and  Great  Britain.  Germany  has  demonetized  silver  at  a 
great  cost,  and  it  is  a question  how  much  of  her  com- 
mercial adversity  may  be  ascribed  to  her  single  standard 
monomania.  France  is,  financially,  prosperous,  the  envy  of 
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her  rivals,  and  yet  France  is  the  champion  of  silver.  Great 
Britain  is  again  “ suffering  grievous  ills,  arising  from  mis- 
taken legislation,”  at  home  and  in  India ; and  how  much  of 
this  comes  from  a single  standard  of  gold,  while  India  will 
persist  in  a single  standard  of  silver,  is  a question  to  be  dis- 
cussed just  now  with  calmer  philosophy  by  our  manufac- 
turers than  by  those  of  England.  Unquestionably  many  of 
the  English  political  economists  already  believe  in  a “ silver 
lining”  to  their  commercial  clouds. 

We  believe  it  to  be  an  important  economical  truth,  that  it 
is  more  profitable  to  see  to  the  prosperity  of  our  debtors  or 
customers  than  to  the  welfare  of  our  creditors  — and  that,  in 
the  arguments  that  we  should  have  the  money  of  the  world, 
we  must  not  forget  the  advantage,  if  not  the  necessity,  of 
our  having  the  money  of  South  America,  China  and  India, 
our  profitable  customers  — to  say  nothing  of  our  being  the 
chief  producers  of  silver ; their  money,  and  the  money  of  the 
world  for  four  thousand  years,  and  in  all  human  probability 
to  be  so  for  a time  beyond  our  ken.  H. 


ARE  BANKS  ENTITLED  TO  PURCHASE  NOTES  ? ' 

This  question  may  seem  to  many  of  our  readers  to  admit 
but  of  one  reply.  The  banks  in  all  our  principal  cities  have 
so  long  been  in  the  habit  of  purchasing  notes  in  the  regular 
course  of  their  business,  without  any  question  having  arisen 
as  to  their  right  to  do  so,  that  it  has  come  to  be  an  estab- 
lished axiom  of  banking  that  the  purchase  of  notes  is  one  of 
the  ordinary  functions  of  the  banking  business.  Two  cases, 
however,  have  just  been  decided  in  the  State  courts  of  Min- 
nesota, which  dispute  this  long-established  principle.  The 
first  case  is  that  of  “ Farmers  and  Mechanics*  Bank  7s. 
Baldwin.”  We  intend,  in  an  early  number  of  the  Banker’s 
Magazine,  to  give  a report  of  the  decision  in  full  Mean- 
while a brief  summary  of  this  important  case  must  suffice. 
The  opinion  was  read  by  Mr.  Justice  Cornell,  and  begins  by 
citing  the  principle  that  a corporation  can  only  exercise  such 
powers  as  are  expressly  granted,  or  such  as  are  incidental  to 
its  existence  or  necessary  to  enable  it  to  execute  some  one  or 
more  of  its  expressed  powers.  The  Court  next  examined  the 
bank  statues,  in  order  to  discover  whether  the  banks  are 
expressly  authorized  by  them  to  buy  promissory  notes.  No 
such  express  power  is  found  in  the  law,  which  merely  con- 
fers upon  the  banks  the  power  to  receive  deposits,  to  dis- 
count bills,  notes  and  other  evidences  of  debt,  to  buy  and 
sell  gold  and  silver  bullion,  or  coin,  and  foreign  and  inland 
bills  of  exchange,  to  lend  money  on  real  and  personal  secu- 
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rities,  and  to  exercise  such  incidental  power  as  may  be 
necessary  to  carry  on  such  business. 

In  commenting  upon  these  provisions  of  the  banking  statute 
of  Minnesota,  the  Court  say  that  the  obvious  intent  of  this 
legislation  was  to  secure  to  men  engaged  in  agriculture,  in 
manufactures  and  in  commerce,  loans  and  monetary  facili- 
ties at  reasonable  rates  of  interest ; and  also  to  protect  the 
shareholders  of  banks,  and  the  banks  themselves,  against  the 
risk  of  loss  from  inadequate  security,  such  as  might  be  taken 
under  the  tempting  influence  of  high  rates  of  interest,  regu- 
lated only  by  the  necessities  and  the  cupidity  of  bank 
directors  and  officers.  In  view  of  these  principles,  the  Court 
argue  that  banks  organized  under  this  law  do  not  possess 
the  unlimited  power  of  dealing  in  promissory  notes  and 
other  evidences  of  debt,  as  property  and  choses  in  action,  to 
the  same  extent  as  individuals,  for  otherwise  all  restrictions 
upon  the  rate  of  interest  would  be  a practical  nullity,  as 
the  banks  would  have  the  power  of  evading  such  a restric- 
tion at  any  time  by  simply  buying  the  paper  instead  of  loan- 
ing money  upon  it.  Hence  the  Court  hold  that  the  power 
to  purchase  promissory  notes  does  not  belong  under  the  law 
to  any  bank  as  a necessary  incident  to  its  existence  or  to 
the  exercise  of  any  of  its  powers  either  as  a bank  of  circu- 
lation or  deposit. 

The  Court  next  consider  whether  a bank  can  buy  a 
promissory  note  as  a necessary  incident  of  its  function  as  a 
bank  of  discount.  First  it  is  shown  that  to  discount  paper 
as  understood  in  the  business  of  banking,  is  only  a mode 
of  lending  money,  with  the  right  to  take  the  interest  allowed 
by  law  in  advance.  But  discounting  a note  and  buying  it 
are  not  identical  in  meaning,  the  latter  expression  being 
used  to  denote  the  transaction  when  the  seller  does  not 
endorse  the  note  and  is  not  accountable  for  it.  But  it  is 
obvious  that  the  right  of  discounting  can  be  fully  enjoyed 
by  the  bank  without  the  possession  of  the  unrestricted  power 
of  buying  and  dealing  in  such  securities.  And  although  it 
is  true  that  the  discounting  bank  acquires  a title  to  dis- 
counted paper,  and  hence,  in  a certain  qualified  sense,  may 
be  said  to  have  purchased  it,  yet  it  is  a purchase  by 
discount,  which  is  permitted,  and  does  not  involve  the  exer- 
cise of  a power  of  purchase  in  any  other  way  than  by 
discount. 

From  these  premises  the  Court  infer  that  the  power  to 
buy  a promissory  note  cannot  be  regarded  as  necessarily 
incidental  to  that  branch  of  the  banking  business  which  per- 
tains to  a bank  of  discount  alone.  And  as  it  was  before 
demonstrated  that  the  powers  claimed  were  not  incidental 
to  the  other  legal  functions  of  the  bank  as  conferred  by  law, 
the  conclusion  is  reached  that  under  the  statute  of  Minne- 
sota, incorporated  banks  have  no  legal  capacity  to  purchase 
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promissory  notes.  Among  the  numerous  cases  which  were 
cited  in  confirmation  of  the  various  points  held,  was  that  of 
the  Niagara  County  Bank  vs.  Baker,  decided  by  the  Supreme 
Court  of  the  State  of  Ohio,  15  Ohio  St.  69,  in  which  the 
Court  decided  that  a power  to  carry  on  the  business  of 
banking  by  discounting  promissory  notes  was  not  a power  to 
purchase  such  notes  but  to  lend  money  thereon.  From  the 
whole  of  the  facts,  the  Court  decided  that  the  bank  had  no 
corporate  capacity  to  make  the  contract  of  purchase,  and 
never  acquired  any  title  to  the  note  in  suit,  so  that  the 
alleged  act  of  purchase  was  strictly  ultra  vires^  and  conferred 
no  rights  whatever.  It  will  be  seen  that  this  decision  turned 
on  a purely  technical  point  of  interpretation.  We  believe  it 
has  never  been  carried  up  as  yet  to  the  Supreme  Court  of 
the  United  States.  There  is  little  doubt,  however,  as  to  what 
the  decision  will  be  when  that  tribunal  is  called  upon  to 
adjudicate  the  question. 


STATE  TAXATION  OF  BANKS. 

The  decision  of  the  Supreme  Court  of  New  York  in  the 
case  of  the  Gallatin  National  Bank  vs,  the  Commissioners  of 
Taxes,  which  was  published  in  our  last  number,  has  by  some 
critics  been  attacked,  on  the  ground  that  the  doctrines  held 
by  the  Court  are  novel,  and  that  in  particular  the  ruling 
that  bank  shares  are  not  to  be  assessed  at  their  par  value 
but  at  their  actual  value,  is  a decided  innovation  upon  all 
the  old  principles  of  assessment  heretofore  in  use.  This 
criticism  is  clearly  untenable.  To  whatever  other  objections 
Judge  Brady’s  decision  may  be  amenable,  it  is  clearly  free 
from  the  charge  of  establishing  a novel  or  unprecedented 
principle  of  valuation.  Some  interesting  evidence  has  just 
come  into  our  hands  in  proof  of  this  statement.  Before  recit- 
ing it,  we  might  briefly  refer  to  the  decision  in  the  United 
States  Circuit  Court  of  Missouri,  which  was  also  reported  in 
our  last  number  ; and  to  the  rulings  of  the  two  presiding 
judges  in  regard  to  the  assessment  and  valuation  of  bank 
shares.  It  will  be  enough,  however,  for  our  present  purpose, 
to  cite  that  case,  which  we  have  not  now  space  to  examine. 
It  clearly  establishes  the  principle  that  for  tax  purposes  the 
State  assessors  are  not  bound  to  value  bank  shares  at  par, 
except  that  is  their  actual  value,  and  that  they  are  justified 
in  setting  down  bank  shares  in  the  tax  lists  at  their  actual 
value,  whether  it  is  above  par  or  below  it. 

This  argument,  however,  as  presented  in  the  decision 
referred  to,  does  not  completely  clear  Judge  Brady  and  the 
opinion  of  the  N.  Y.  Supreme  Court  from  the  charge  of 
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innovation.  To  do  this  it  is  necessary  to  refer  to  some 
official  documents  which  were  issued  when  the  New  York 
law  taxing  bank  shares  was  passed  by  the  Legislature  at 
Albany.  This  law,  which  it  was  the  duty  of  Judge  Brady  to 
apply  in  case  of  the  Gallatin  National  Bank  vs.  Commis- 
sioners of  Taxes,  will  be  found  in  chapter  761  of  the  Laws 
of  1866.  A few  weeks  after  this  statute  was  passed,  it 
received  an  official  interpretation  from  General  Hillhouse, 
the  State  Comptroller.  This  document  contains  the  official 
interpretation  put  upon  the  law  at  the  time  of  its  passage. 
We  have  obtained  a copy  of  the  document  from  Gen.  Hill- 
house,  who  is  now  the  Assistant  Treasurer  at  the  port  of 
New  York.  As  will  be  seen,  it  accords  in  several  very 
important  respects  with  the  decision  of  Judge  Brady,  and  so 
far  it  constitutes  a sufficient  answer  to  the  charge  of  inno- 
vation ; while  the  experience,  learning  and  acumen  of 
Gen.  Hillhouse  offer  a presumption  that  so  far  as  his  views 
of  the  law  are  in  accordance  with  the  recent  decision  of  the 
N.  Y.  Supreme  Court,  that  decision  is  likely  to  be  sustained 
if  appealed.  Still  as  there  is  doubt  in  regard  to  several  of 
the  principles  involved,  they  should  be  passed  upon  by  the 
Supreme  Court  of  the  United  States.  The  document  issued 
by  Comptroller  Hillhouse  on  bank  share  taxation  is  as  follows: 

COMPTROLLER  HILLHOUSE'S  CIRCULAR  OF  28tH  JUNE,  1 866. 

Under  the  provisions  of  law  which  direct  the  Comptroller 
from  time  to  time  to  transmit  forms  and  instructions  to 
the  Assessors  throughout  the  State,  and  which  require 
Assessors  to  be  governed  thereby,  the  Comptroller  deems  it 
his  duty  to  call  the  attention  of  these  officers  to  the  require- 
ments of  the  Act,  chapter  761,  Laws  of  1866,  relating  to  the 
assessment  and  taxation  of  the  shareholders  of  banks,  and  to 
prescribe  the  following  rules  for  their  observance  : 

First, — In  estimating  the  value  of  bank  shares,  the  usual 
course  has  been  to  assess  them  at  their  par  value.  But  this 
standard  cannot  always  be  relied  on  as  correct.  The  real 
value  depends  very  much  on  the  amount  of  surplus  funds 
that  has  been  accumulated,  and  where  these  amount  to  a 
large  percentage  on  the  capital,  as  they  do  in  many 
instances,  the  real  value  of  the  shares  will  be  increased  in 
proportion.  Hence  to  assess  on  the  par  value,  as  a fixed 
rule,  would  result  in  a discrimination  in  favor  of  banks 
holding  large  amounts  of  surplus  funds,  and  against  others 
not  similarly  situated.  Assessors  should  decide  as  to  the 
value  on  the  best  information  within  their  reach.  In  no 
case,  however,  should  the  assessment  be  less  than  the  par 
value,  without  proper  evidence  that  the  capital  has  been 
impaired,  through  losses  actually  charged  over  on  the  books. 
The  Comptroller  is  informed  that  in  several  counties  the 
Assessors  are  disposed  to  assess  bank  shares  at  a price  much 
34 


Digitized  by  LjOOqIc 


514  the  banker's  magazine.  [January, 

less  than  the  par  value,  under  the  pretense  that,  in  so  doing, 
they  would  only  be  giving  to  personal  property  in  the  form 
of  bank  shares  the  same  advantage  that  is  enjoyed  by  indi- 
vidual holders  of  other  kinds  of  personal  property,  a large 
portion  of  which  it  is  said  is  concealed,  and  therefore  not 
assessed  or  taxed.  There  is  nothing  in  the  Act  which  justi- 
fies so  loose  and  incorrect  a mode  of  assessment.  The  pro- 
vision in  the  first  section  that  the  shares  shall  not  be  esti- 
mated “ at  a greater  rate  than  is  assessed  upon  other 
moneyed  capital  in  the  hands  of  individuals,"  evidently 
refers  to  the  rate  per  cent,  of  tax,  and  not  to  the  amount  of 
the  assessment.  Such  is  the  construction  given  to  the  pas- 
sage by  this  Department,  and  Assessors  should  confomi 
thereto. 

Second, — No  deduction  should  be  allowed  shareholders  from 
the  assessment  of  their  shares  for  debts.  The  only  deduction 
provided  for  is  a proportionate  part  of  the  real  estate  of  the 
bank  which  is  to  be  assessed  against  the  corporation.  If  it 
had  been  the  intention  of  the  Legislature  to  allow  of  other 
deductions,  it  is  fair  to  presume  that  they  would  have  been 
expressly  mentioned  in  the  Act.  The  inference  that  because 
the  value  of  the  shares  is  to  be  included  in  the  valuation  of 
the  personal  property  of  the  shareholder,  his  right  of  offset 
for  debts  will  attach  to  this  as  well  as  other  items  of  his 
personal  estate,  does  not  appear  reasonable  or  just.  The 
value  of  the  shares  is  to  be  included  in  the  valuation  of  the 
personal  property  of  the  shareholder,  “at  the  place,  town  or 
ward  where  ‘the  Bank  is  located,  and  not  elsewhere.'" 
Now,  as  a large  proportion  of  the  holders  of  bank  shares 
reside  in  places,  towns  and  wards,  other  than  where  the 
institutions  are  located,  it  is  plain  that  the  value  of  their 
shares  cannot  be  included  in  the  valuation  of  the  personal 
property  of  this  class,  because  it  is  a general  provision  of 
law  that  the  tax-payer  is  to  be  assessed  for  his  personal 
effects,  in  the  district  where  he  resides.  Hence,  if  the  law 
were  administered  on  the  inference  stated,  it  would  give  resi- 
dent shareholders  a privilege  not  possessed  by  non-residents, 
and  thus  result  in  an  inequality  which  it  may  be  presumed 
the  Legislature  did  not  intend  to  sanction.  It  would  have 
another  bad  effect,  by  making  it  impracticable  for  banks  to 
assume  and  pay  the  taxes  levied  on  the  respective  interests 
of  their  shareholders,  as  it  is  believed  most  of  them  will 
do,  provided  the  shares  are  included  in  the  valuation  of  the 
personal  property  of  the  stockholder,  as  a separate  and  dis- 
tinct item.  If  mingled  with  other  property,  subject  to  deduc- 
tion for  debts,  it  would  be  difficult,  if  not  impossible,  to 
separate  it  from  the  mass,  and  ascertain  the  exact  amount  of 
tax  with  which  it  was  chargeable.  Thus  any  benefit  and 
convenience  to  be  derived  from  an  assumption  of  the  tax  by 
the  banks  would  be  lost.  Practically  the  question  is  of  no 
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importance,  except  to  the  few  tax-payers  where  debts  exceed 
the  value  of  their  personal  property  other  than  bank  stock. 
To  the  great  majority,  the  right  of  offset  would  be  of  no 
advantage  if  admitted,  while  it  would  create  inequalities  and 
embarrassments  that  would  render  the  administration  of  the 
law  more  difficult. 

Third, — No  deduction  should  be  allowed  for  the  propor- 
tionate interest  of  a shareholder  in  the  stock  or  bonds  of  the 
United  States  held  by  the  corporation.  It  is  true  that  these 
securities  cannot  be  taxed  either  in  the  hands  of  corpora- 
tions or  individuals,  but  the  Supreme  Court  of  the  United 
States,  in  the  case  of  Van  Allen  vs,  Nolan  et  al,y  assessors, 
has  decided  that  a tax  on  the  shares  is  neither  a tax  of 
the  capital  of  the  bank,  nor  of  the  stocks  of  the  United 
States,  where  the  whole  or  a portion  of  the  capital  may  be 
invested  in  such  stocks.  However  opinions  may  have  dif- 
fered on  this  subject,  the  case  referred  to  must  be  taken  as 
an  authoritative  decision  of  the  question,  which  leaves  the 
whole  of  the  interest  of  the  shareholder  subject  to  the  tax. 

Fourth, — In  the  case  of  individual  bankers,  the  Act  con- 
templates that  they  are  to  be  assessed  in  the  same  way  as 
banks  and  banking  associations.  This  appears  evident  from 
the  fact  that,  although  they  may  not  issue  certificates  of 
stock,  each  one  hundred  dollars  of  their  capital,  for  the  pur- 
pose of  taxation,  is  to  be  held  and  regarded  as  one  indi- 
vidual share,  and  the  shares  are  declared  to  be  personal 
property.  It  should  be  understood,  however,  that  the  term 
‘‘  individual  banker " does  not  include  persons  engaged  in 
business,  under  the  name  of  bankers,  who  are  not  organized 
as  such  under  the  banking  laws  of  the  State,  who  issue  no 
circulation,  and  who  do  not  therefore  appear  to  come  within 
the  designation  of  the  term  as  used  in  the  Act.  The  capital 
of  this  class  is  to  be  assessed  on  the  same  principle  as  the 
property  of  other  individuals,  and  they  are  entitled  to  the 
same  deductions  from  the  amount  of  their  assessments,  for 
debts  and  investments  in  the  United  States  stocks. 

Fifth, — By  the  seventh  section  of  the  Act,  “ the  franchises 
and  privileges  granted  by  the  Legislature  to  savings  banks  or 
institutions  for  savings  are  declared  to  be  personal  property 
and  liable  to  taxation  as  such,  in  the  town  or  ward  where 
they  are  located,  to  an  amount  not  exceeding  the  gross  sum 
of  their  surplus  earned  and  in  the  possession  of  said  bank  or 
institution.”  The  right  to  tax  corporations  for  their  fran- 
chises is  so  clear,  that  it  is  difficult  to  see  how  it  can  be 
strengthened  by  making  them  personal  property,  if  that  were 
possible.  It  is  no  less  difficult  to  realize  the  policy  or 
justice  of  taxing  a bank  for  them  to  an  amount  equal  to  its 
whole  earned  surplus,  a procedure  which  would  at  once  close 
up  every  savings  institution  in  the  State.  Construing  the 
section  in  conformity  with  what  is  believed  to  have  been  t^ie 
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intention  of  the  Legislature,  though  the  language  fails  to 
express  it,  the  Comptroller  concludes  that  these  institutions 
should  be  assessed  on  the  amount  of  their  surplus  funds, 
after  deducting  such  portion  as  may  be  invested  in  the  stocks  of  the 
United  States.  It  is  not  easy  to  see  how  this  deduction  can 
be  avoided  by  a tax  on  the  franchises  and  privileges,  as  pro- 
vided in  the  Act,  if  such  tax  be  imposed  in  the  usual  form 
of  a percentage  on  a fixed  valuation  or  assessment.  The 
stocks  of  the  United  States  being  exempt  from  taxation,  they 
could  not  properly  be  included  in  the  assessment,  and  must 
therefore  escape.  It  is  equally  clear  that  these  securities, 
as  owned  by  savings  banks,  do  not  come  within  the  scope 
of  the  decision  of  the  Supreme  Court  before  referred  to.  It 
is  there  held  substantially,  that  a tax  on  the  shares  of  a 
banking  corporation  is  not  a tax  on  the  stocks  of  the  United 
States  in  the  possession  and  ownei-ship  of  the  institution,  but 
that  on  the  contrary  it  is  a tax  upon  the  new  use  and  appli- 
cation of  these  securities,  conferred  by  the  charter  of  the 
association.  As  there  is  no  use  or  application  of  the  indebt- 
edness of  the  Government,  open  to  savings  banks,  except 
such  as  is  enjoyed  in  common  with  individuals,  that  is,  the 
right  of  holding  them  for  the  purpose  of  investment,  it  seems 
plain  that  they  are  as  fully  exempted  from  local  taxation  in 
the  one  case  as  in  the  other. 


THE  COMMERCIAL  CRISIS  IN  GERMANY. 

The  history  of  the  last  ten  years  has  been  rich  in  illustra- 
tions of  some  of  the  most  obscure  and  fundamental  principles 
of  political  economy.  When  at  the  close  of  the  Franco-Ger- 
man war  the  victorious  Germanic  Empire  had  to  receive 
from  France  iioo  millions  of  dollars  in  gold,  almost  every 
one  supposed  that  a period  of  unexampled  poverty  and 
depression,  anarchy  and  distress,  awaited  the  prostrate  nation  ; 
and  that  the  victorious  Germans  would  enter  on  a career  of 
commercial  and  industrial  prosperity,  and  might  become  the 
richest  nation  in  the  world.  How  singularly  these  anticipa- 
tions have  failed  is  now  matter  of  history.  For  a century 
to  come  the  economists  of  the  future  will  have  a wide  field 
opened  before  them  in  these  facts  for  the  exercise  of  their 
ingenuity  and  scientific  acumen.  An  article  in  the  Revue  des 
Deux  Mondes  attempts  to  analyze  some  parts  of  this  interest- 
ing financial  history.  In  1869  it  says  business  in  Germany  was 
active  and  prosperous.  For  the  capital  and  industrial  enter- 
prise of  the  country  there  was  ample  employment.  The 
depressing  effect  which  had  so  long  been  fostered  by  the 
fears  of  a war  with  France  had  passed  away  and  financial 
cqnfidence  gave  a healthy  tone  to  the  chief  departments  of 
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business.  This  activity  of  financial  confidence  was  illustrated 
by  the  success  which  attended  the  operations  of  Strousberg, 
who  was  then  at  the  height  of  his  adventurous  career.  We 
have  lately  shown  in  narrating  the  incidents  of  Strousberg’s 
successes  and  troubles,  how  severe  was  the  shock  which 
heralded  the  announcement  of  the  war  with  France.  Such  a 
paralysis  came  over  the  financial  community  that  when  a 
German  national  loan  of  125  millions  of  thalers  was  announced 
at  88,  scarcely  three  millions  were  subscribed  on  the  Berlin 
Bourse  previous  to  the  public  opening  of  the  books.  This 
panic,  however,  was  but  momentary.  When  the  news  arrived 
of  the  battle  of  Weissembourg,  this  very  same  loan  which 
happened  on  that  day  to  be  publicly  offered  was  eagerly  bid 
for  and  ran  up  from  88  to  par.  From  that  time  the  credit  of 
the  German  Government  never  receded,  and  as  the  military 
successes  of  the  imperial  army  followed  in  quick  succession, 
the  public  confidence  was  raised  to  so  high  a pitch,  that  an 
indemnity  of  large  amount  began  to  be  talked  of,  and 
ambitious  schemes  were  mooted  for  raising  Germany  to  as 
high  honors  in  the  commercial  arena  as  it  had  already  won 
in  the  theatre  of  war.  After  a short  and  brilliant  campaign, 
when  these  inflated  notions  were  culminating,  the  French 
milliards  were  poured  into  the  German  Treasury.  With  these 
funds  the  most  extravagant  notions  of  wealth  and  of  future 
progress  took  possession  of  the  new  Empire.  The  means  of 
developing  Germany,  of  carrying  out  vast  enterprises,  of 
stimulating  manufactures  and  commerce,  of  strengthening  its 
military  force,  of  carrying  on  public  improvements  such  as 
canals,  docks,  forts  and  railroads  seemed  to  come  into  their 
hands,  and  almost  immediately,  a violent  fever  of  speculative 
excitement  began,  the  extent  and  evils  of  which  are  set  forth 
with  graphic  clearness  in  the  article  before  us.  In  reading  it 
one  seems  to  be  exploring  a chapter  in  our  own  financial 
history,  with  notable  exaggerations.  Before  1870  the  number 
of  banks  whose  stocks  were  dealt  in  at  the  Berlin  Bourse  was 
48,  but  in  1873  the  number  had  increased  to  133.  From  1799 
to  1870,  nearly  300  joint  stock  companies  had  been  organized 
in  Germany,  but  in  1871  and  1873  the  number  of  new  com- 
panies formed  was  780.  Of  these  new  enterprises  many  were 
building  societies  ; and  A statistician  has  calculated  that  if 
all  the  projects  of  these  societies  had  been  carried  into  execu- 
tion, a town  capable  of  accommodating  9 millions  of  inhabit- 
ants,” or  more  than  four  times  the  aggregate  population  of 
Boston,  Philadelphia  and  New  York,  would  have  been  built. 
Of  course,  however,  the  formation  of  manufacturing  compan- 
ies attracted  a considerable  portion  of  the  speculative  agita- 
tion, and  of  the  fictitious  capital  in  which  it  flourished.  ‘‘In 
1870  28  such  companies  were  quoted  on  the  Berlin  Bourse, 
representing  a capital  of  98  million  of  marks;  these  were 
substantial  companies  which  the  subsequent  crisis  has  touched 
but  little,  and  their  average  dividend  in  1874  was  5.88  per 
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cent,  which  was  a little  higher  than  before  the  war.  In  1876 
225  new  companies  had  been  entered  on  the  list  with  a capital 
of  564  millions  of  marks ; their  average  dividend  at  10.38 
per  cent,  to  finish  at  one  per  cent. ; and  the  latter  figure 
scarcely  gives  a true  idea  of  the  loss  borne  by  the  share  holders, 
for  a great  number  of  the  companies  are  bankrupt,  and  since 
136  of  them  have  paid  no  dividend. 

We  notice  in  passing  that  till  now  we  have  heard  very 
little  of  the  defaulting  railroads^  of  Germany.  To  read  the 
European  newspapers,  reviews  and  journals,  one  might  sup- 
pose that  the  only  railroads  in  the  world  that  had  been 
defaulting  in  their  interest  were  those  of  the  United  States. 
Now  the  fact  comes  out  that  in  Germany  there  have  been 
railroad  defaults  to  a very  large  amount.  The  reviewer 
whom  we  are  quoting  tells  us  that  the  speculation  in  Ger- 
man railroads  was  so  active  and  rabid,  that  nothing  seemed 
able  to  stop  it.  The  cost  of  building  the  roads  increased 
50  to  100  per  cent.,  but  the  new  stock  issued  was  rapidly 
absorbed,  though  in  1872 ' it  amounted  to  244  millions  of 
marcs,  and  in  1873  to  471  millions. 

With  regard  to  the  operative  classes,  their  condition  was 
not  much  improved,  though  in  many  cases  their  wages  were 
doubled  and  their  hours  of  labor  reduced  by  one-half. 
Extravagance  and  indolence  united  to  rob  the  laborer  of  his 
earnings.  “The  deposits  in  the  savings  banks  did  not 
increase,  the  house  of  the  mechanic  and  laborer  w'as  no 
better  furnished,  and  his  family  were  no  better  lodged  and 
no  happier,  so  that  when  the  day  of  panic  and  cessation  of 
work  arrived,  the  mechanic,  after  all  his  increase  of  wages, 
found  himself  as  poor  as  before,  but  more  discontented 
than  ever,  and  more  ready  to  believe  in  the  magical  power 
of  strikes,  revolutions  and  political  or  financial  chimeras." 
At  the  close  of  this  gloomy  chapter,  our  historian  asks,  with 
some  bitterness,  what  good  the  French  milliards  have  really 
done  to  Germany.  Is  there  not,  he  inquires,  a greater  loss 
shown  by  the  difference  in  the  price  of  stocks  in  1870  and 
1876  — a difference  which  represents  not  the  transfer  of 
wealth  but  its  absolute  annihilation  ? For  although  some 
of  the  enterprises  that  have  been  started  have  been  success- 
ful, an  enormous  sum  of  active  capital  has  been  wasted, 
and  has  been  either  made  temporarily  unproductive,  or 
utterly  and  irrecoverably  lost.  “ There  remains  nothing  of 
the  increased  earnings  of  the  workman,  nor  of  the  immense 
sums  expended  upon  ill-advised  railroad  schemes,  upon 
houses  badly  built,  upon  colonies  without  colonists,  and  upon 
work-shops  which  have  remained  empty ; so  that  after  all, 
Germany  has  been  unquestionably  weakened  and  impover- 
ished." 

Such  is  the  conclusion  of  a French  economist,  who  may 
be  excused  if  he  somewhat  magnifies  the  evil.  Without 
any  exaggeration,  however,  the  dangers  which  the  French 
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milliards  have  sown  broadcast  in  Germany  are  sufficiently 
great,  and  they  illustrate  the  principle  that  whenever  any 
country  receives  a plethora  of  capital,  some  feverish  develop- 
ment and  spasmodic  fluctuations  of  productive  activity  will 
be  sure  to  develop  themselves.  But  for  the  phlegmatic  con- 
stitution of  the  German  people,  the  evils  in  question  must 
have  been  enormously  augmented.  An  interesting  paper 
might  be  written  comparing  the  effects  of  the  French  indem- 
nity in  Germany  with  those  produced  by  the  rapid  growth 
of  wealth  among  another  phlegmatic  race,  the  people  of 
British  India,  in  consequence  of  the  cotton  farfiine  as  it  was 
called,  which  during  our  civil  war  attracted  immense  sums  of 
capital  to  India  for  the  purchase  of  cotton.  In  both  these 
cases  a large  influx  of  floating  capital  was  precipitated  into 
a financial  system,  imperfectly  prepared  to  absorb  and  assimi- 
late it.  In  our  own  country  during  the  war  a somewhat 
similar  state  of  things  existed,  and  a large  increase  of  capital 
was  poured  into  all  the  channels  of  productive  industry. 
Here,  however,  there  was  a preparation,  a receptiveness  in 
the  channels  of  industrial  enterprise,  so  that  the  speculative 
fever  was  sooner  checked,  and  the  equilibrium  was  sooner 
regained.  Still  there  were  enormous  mischiefs  developed  by 
the  inflation  movements  in  this  country  as  everywhere  else. 
The  course  of  events  in  Germany  will  be  watched  with  the 
more  interest,  as  it  offers  the  latest  and  in  some  respects  the 
most  remarkable  example  of  the  evils  to  which  we  have 
referred  as  the  result  of  a plethora  of  capital. 


THE  PAPER  CURRENCY  OF  INDIA. 

So  much  attention  has  been  given  of  late  to  the  finances 
of  India,  with  a view  to  elucidate  the  silver  problem,  that 
it  is  somewhat  surprising  that  the  paper  currency  in  use 
in  that  country,  has  received  so  little  attention.  Most  of 
the  economists  who  have  discussed  the  Indian  aspect  of  the 
silver  difficulties,  have  argued  as  if  there  were  no  money  but 
coin  in  circulation  among  the  200  millions  of  population  in 
British  India.  It  is  a fact,  however,  that  for  many  years 
past,  government  notes  have  been  in  circulation  in  that 
country,  and  that  their  amount  at  present  exceeds  fifty  mil- 
lions of  dollars.  This  system  of  government  notes  was  estab- 
lished about  the  same  time  as  the  greenback  circulation  of 
the  United  States.  Since  1862,  the  Indian  Government  has 
issued,  through  its  Paper  Currency  Department,  notes  of 
denominations  ranging  from  1,000  to  los.,  these  being 
secured  in  the  same  way  as  the  notes  of  the  Bank  of 
England — partly  by  a deposit  of  Government  securities,  and 
in  part  by  a fluctuating  stock  of  gold  and  silver  coin  and 
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bullion.  For  the  emission  of  these  notes,  the  whole  country 
has  been  divided  into  ten  circles  ” of  issue,  the  notes  of 
each  circle  being  legal  tender  only  within  its  limits,  but  pay- 
able on  demand,  either  at  the  place  of  issue  or  at  the  capital 
city  of  the  Presidency  within  which  that  place  is  situated. 
Commencing  with  an  issue  of  3,690,000,  the  volume  of  the 
note  currency  steadily  increased  until,  in  1869,  it  amounted 
to  £,  10,141,070.  Since  then,  however,  as  will  be  seen  from 
the  subjoined  table,  it  has  fluctuated  considerably  : 


Average  Amount  of  Note  Circulation,  and  of  each  Description  of 
Reserve  of  the  Paper  Currency  Department  of  the  Government 
OF  India,  during  each  of  the  undermentioned  years. 


Y^’ears 

ended 

Average  Note 

Silver 

-Average  Amount  of  Reserve  in — 
Silver  Gold  Coin 

Mar.  31. 

Circulation. 

Coin. 

Bullion. 

and  Bullion. 

1870 

• £ 10,669,078 

■ 5.041.325 

. £ 1,662,989 

•;^3*.249 

1871 

9,813,224 

• 5.838.798 

815,162 

• 27,249 

1872 

. 11,415,744 

• 6,343,078 

. 1,142,816 

7.249 

>873 

. 12,864,037 

• 5.«35.»«o 

• 1,968,4*7 

7,249 

1874 

. 11,145,191 

. 4.828,522 

615,467 

7,249 

1875 

. 10,670,407 

• 3,994.452 

974.753 

7,249 

Government 

Securities. 

.;^3.933»5*5 
. 3,132,015 

. 3»922,6oi 

• 5.753»26i 

• 5-693»953 

• 5»693,9S3 


The  highest  point  it  will  be  observed,  was  reached  in  1873. 
In  1874,  there  was  a fall  of  about  ;£  1,700,000,  and  in  1875, 
a further  decline  took  place,  which  brought  the  circulation 
down  almost  to  the  level  of  1870.  These  fluctuations,  how- 
ever, have,  in  the  main,  been  restricted  to  the  Bombay  circle 
of  issue,  the  figures  for  the  three  chief  circles,  which  between 
them  absorb  about  four-fifths  of  the  whole  issue,  being  as 
follows : 


Average  Value  of  Government  Currency  Notes  in  Circulation  in 
EACH  Circle  throughout  India,  during  each  of  the  undermentioned 
years. 

[Averag’e  at  t7vo  shillings  sterling  /or  the  Ru^ee^ 

t ■ Ct rcles 


1869-70 

Calcutta. 

— 4,  *45. 743 

Madras, 

— 699,946 

Bombay. 

...  j^4,572,490 
...  3*880,746 

1870-71 

- 3.509.339 

...  841,504 

1871-72 

- 4,303.347 

1,072,626 

...  4,145.232 

1872-73 

...  4,780,495 

...  1,023,974 

...  1,148,559 

...  5,159,047 

*873-74 

...  4,702,974 

...  3,002,741 

*874-75 

...  4,843,862 

...  866,742 

...  3,049,534 

It  is  further  worthy  of  notice,  that,  in  addition  to  benefit- 
ing the  country  by  supplying  a cheap,  convenient,  and  per- 
fectly secure  currency,  the  Government  has  earned  for  itself 
a legitimate  profit  by  the  transaction.  For  the  first  three 
years  after  its  introduction,  the  expenses  of  the  note  issue 
exceeded  the  profits  derived  from  it  by  42,000,  but  in  all 
subsequent  years  there  remained  a balance  of  profit,  which, 
in  the  aggregate,  amounted,  at  the  end  of  1875,  to  jQ  i, 375, 347- 
The  profits  for  1870,  and  the  subsequent  years,  are  shown  in 
the  subjoined  table  : 


Digitized  by  LjOOqIc 


PAPER  CURRENCY  IN  INDIA. 


1877.] 


521 


Receipts  and  Disbursements  of  the  Department  of  Issue  of  Govern- 
ment Paper  Currency,  during  the  undermentioned  years. 


Years  ended 
March  31. 

Receipts. 

Disbursements. 

Excess 

Receipts. 

1870 

166,787 

...  28,986  ... 

£ «37.8oi 

1871 

149.387 

33.6*3 

115.764 

1872 

142  597 

28,539 

114,058 

1873 

239.2*3 

31.3s* 

*07,871 

1874 

*37.«58 

45.598 

191,560 

The  profits  in  1873,  it  will  be  noticed,  went  up  with  a 
bound  of  fully  eighty-two  per  cent.,  the  reason,  as  a glance 
at  the  first  of  the  tables  given  above  will  show,  being  that  in 
that  year  an  addition  of  fully  1,800,000  was  made  to  the 
amount  of  the  Government  securities,  against  which  notes 
could  be  issued,  and  it  became  possible,  therefore,  to  effect 
an  equivalent  reduction  in  the  stock  of  bullion. 


NEW  PHASES  OF  THE  SILVER  PROBLEM. 

Two  conclusions  may  be  deduced  from  the  rapid  advance 
of  silver  of  late.  It  is  evident  that  the  policy  which  is  the 
best  for  the  United  States  if  not  for  other  countries  to  adopt 
is  to  wait  events.  Holland  and  England  with  their  immense 
eastern  dependencies  are  much  less  favorably  circumstanced 
than  we  are.  They  may  at  any  time  find  themselves  obliged 
to  adopt  some  definite  policy  looking  to  a permanent  settle- 
ment of  difficulties  in  their  monetary  system  which  refuses  to 
be  postponed.  France,  Belgium  and  Italy  are  beset  by 
embarrassments,  but  in  this  country  no  such  difficulties  sur- 
round the  silver  question  and  therefore  we  have  argued 
in  common  with  many  other  economists  and  journals  that 
the  expectant  treatment,  as  it  is  called,  should  be  persevered 
in  so  that  the  natural  course  of  events  may  if  possible  settle 
the  difficulty  or  at  least  show  us  its  precise  extent  and  mag- 
nitude. 

The  second  inference  which  is  suggested  by  the  rise  of 
silver  to  fifty-eight  pence  and  upwards,  is  that  the  heavy  fall 
in  its  price  during  the  last  year  was  rightly  ascribed  to  a 
panic.  If  there  had  been  any  reasonable  cause  sufficiently 
strong  to  justify  the  fall  of  twenty  per  cent,  in  silver,  it  is 
presumptuous  to  suppose  that  a reaction  could  have  been 
developed  so  soon.  It  is  the  property  of  a panic  to  cause 
men  to  see  everything  in  a haze.  Magnified  by  their  fears, 
the  smallest  accidents  appear  gigantic,  and  causes  which  are 
very  minute  are  supposed  able  to  produce  effects  of  grave 
moment.  So  it  has  been  in  the  silver  troubles.  Germany 
demonetized  silver  and  adopted  a gold  standard,  the  exchanges 
on  India  became  deranged  by  temporary  circumstances  which 
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must  evidently  work  their  own  speedy  cure,  exaggerated 
anticipations  as  to  the  rich  producing  power  of  the  Nevada 
silver  mines,  with  other  rumors  true  and  false,  were  magni^ 
fied  by  the  speculators  and  their  victims,  until  an  extraordin- 
ary bewilderment  and  agitation  spread  itself  over  the  public 
mind  not  only  in  England,  but  throughout  the  continent  of 
Europe,  and  it  even  reached  this  country  also.  Now  that  the 
facts  are  becoming  more  visible  and  the  mists  which  con- 
cealed or  magnified  them  are  passing  away,  a reaction  in  the 
public  sentiment  is  beginning,  which  may  perhaps  go  as 
much  too  far  in  one  direction  as  it  was  driven  by  the  panic 
in  the  other.  An  interesting  letter  has  just  appeared  in  the 
London  Times  from  a correspondent  in  San  Francisco,  which 
has  attracted  general  attention,  and  is  supposed  to  have  had 
much  to  do  with  the  advance  in  price  of  silver  during  the 
last  few  weeks.  After  giving  a summary  of  the  course  of  the 
silver  production  in  Europe  and  in  the  United  States,  this 
writer  proceeds  to  show  that  one  great  mistake  invalidates  all 
the  reasoning  on  which  the  promoters  of  the  silver  panic  pro- 
fessed to  rely.  He  says  that  the  production  of  silver  in  this 
country  will  fall  very  far  below  the  estimates,  moderate  as 
they  were,  which  were  given  in  the  report  of  Mr.  Goschen’s 
committee,  and  secondly  that  the  demands  of  the  United 
States  for  silver  will  fully  absorb  all  that  its  mines  can  pro- 
duce. Singularly  enough,  about  the  very  time  when  this 
letter  appeared,  a quantity  of  silver  was  purchased  in  London 
for  the  account  of  the  United  States  Treasury,  thus  giving  an 
implicit  corroboration  of  the  statements  of  the  Times  corre- 
spondent. He  explains  his  views  as  follows  : 

“Taking  the  estimates  of  the  production  of  silver  from  the 
returns  of  the  mines,  and  from  those  engaged  in  the  pur- 
chase and  shipment  of  silver,  the  year’s  production  in  the 
United  States  may  be  set  down  at  about  $ 28,000,000.  There 
is  not  the  slightest  doubt  that  the  silver  product  of  the  United 
States  has  all  along  been  exaggerated,  and  those  who  have 
access  to  the  best  sources  of  information  consider  24,000,000 
ounces  of  fine  silver  a full  estimate,  and  one,  moreover,  that, 
with  the  amplest  knowledge  of  the  prospects  of  further  pro- 
duction, they  think  is  not  likely  to  be  exceeded  in  future 
from  the  present  known  sources.  There  is,  therefore,  nothing 
to  warrant  expectations  of  enormous  production,  and  the 
discovery  of  new  mines  of  great  value  is  entirely  speculative, 
there  being  always  some  slender  chance  of  such  a thing, 
though  no  more  now  than  at  any  time  in  the  last  25  years. 
It  is  evident  also  that  if  the  present  supply  is  to  be  kept  up 
for  an  indefinite  period  new  mines  must  be  discovered  to  take 
the  place  of  those  now  being  worked  out.  Humboldt,  in  his 
great  work  on  Mexico,  has  shown  that  nearly  one-half  of  the 
whole  gold  and  silver  production  of  Mexico  came  from  three 
mining  districts,  while  the  remaining  half  came  from  about  50 
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districts  comprising  about  3,000  mines.  So  it  is  in  Nevada, 
the  great  production  has  been  from  the  Comstock  Lode  ; all 
else  in  that  State  and  the  surrounding  States  has  been  com- 
paratively insignificant. 

“ At  the  same  time  there  may  be  additional  production  from 
two  sources.  The  Sutro  Tunnel,  on  which  about  ^^500,000 
has  been  expended,  is  now  in  about  three  of  the  four  miles 
from  the  mouth  of  the  tunnel,  near  the  Carson  River,  to  the 
Comstock  Lode  ; and  as  it  runs  right  angles  to  all  the  lodes 
of  which  the  Comstock  is  the  chief,  it  may  strike  some  new 
ledges  of  value  before  reaching  the  Comstock,  or  after  pass- 
ing through  it  into  Mount  Davidson.  The  great  object  of  this 
tunnel  is  to  cut  the  Comstock  at  a depth  of  about  1,800  feet,  so 
that  the  enormous  bodies  of  water  that  now  have  to  be 
pumped  from  that,  and  even  from  lower  depths,  with  power- 
ful and  very  costly  machinery,  may  run  off  through  the 
tunnel  into  the  Carson  River,  and  may  at  the  mouth  of  the 
tunnel,  give  ample  water  for  the  mills  intended  to  be  erected 
there  for  the  reduction  of  the  ores  which  it  is  expected  will 
be  run  out  through  the  tunnel.  It  will  not  reach  the  Com- 
stock for  at  least  15  months  yet : but  when  completed  it 
will  be  of  immense  service  to  the  mining  interest.  Yet, 
with  all  its  advantages,  with  the  prospect  of  cutting  unknown 
or  undeveloped  ledges,  and  of  enabling  low  grade  ores  to  be 
worked  at  a profit  that  cannot  be  reduced  to  advantage  at 
present  high  cost  of  mining  and  milling,  the  superintendant 
of  the  Sutro  Tunnel  Company  makes  an  estimate  of  the 
production  of  the  Comstock  at  ^ 30,000,000  of  silver  and  gold 
on  an  average  for  the  next  ten  years,  the  division  probably 
being  55  per  cent,  of  silver  and  45  per  cent  of  gold.  The 
other  probable  source  of  increased  production  is  Arizona, 
which  before  long  will  be  placed  in  communication  with  this 
city  by  the  Southern  Pacific  Railway,  of  which  600  miles  of 
the  715  from  this  city  to  the  Colorado  River  at  Fort  Yuma 
are  completed.  The  railway,  when  extended  through  Arizona, 
will  open  up  new  mining  fields  at  present  too  inaccessible  to 
be  worked  to  advantage.  Yet,  while  the  States  or  territories 
of  Nevada,  Oregon,  Utah,  Montana,  Idaho,  Colorado,  and 
Arizona  itself  have  abundance  of  mineral  belts  that  have 
been  largely  explored,  there  has  not  been  found  more  than 
one  exceptionally  large  silver  lode  — the  Comstock — and  it 
is  probable  that  the  railway,  even  if  completed  through 
Arizona,  might  not  materially  increase  the  production  of 
silver.  I make  this  reference  to  Arizona  in  case  some  wild 
ideas  may  be  set  afioat  as  to  a deluge  of  silver  in  connection 
with  railway  extension  there,  the  more  so  because,  although 
no  valuable  large  bodies  of  silver  ore  have  been  discovered, 
some  very  valuable  small  ore  bodies  have  been  worked. 

“The  report  of  Mr.  Goschen's  Committee,  taking  the  mean 
between  Dr.  Linderman's  £ 10,000,000  and  Messrs.  Roth- 
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schild’s  agents’  ;£  8,000,000,  has  placed  the  estimate  of  1876  at 
9,000,000,  whereas  the  amount  will  not  exceed  5,600,000. 
This  over-estimate  of  3,400,000,  or  about  60  per  cent.,  is  of 
the  utmost  importance  in  considering  the  question  of  supply, 
and  the  deduction  of  this  large  amount  from  the  figures  in 
the  report  puts  a very  different  aspect  on  the  prospect  of  the 
silver  question.  ♦ ♦ ♦ The  silver  question  in  the  United 
States  may,  therefore,  be  summed  up  in  a few  words.  The 
total  production  for  the  year  1876  will  amount  to  about 
24,000,000  ounces  of  fine  silver,  valued  at  $i.i5c.  per  ounce, 
the  price  of  the  day,  at  $27,600,000  in  gold,  and  there  is  no 
reasonable  expectation  of  increase  for  the  future  from  all 
known  sources,  while  the  continuance  of  the  present  supply 
is,  to  say  the  least,  problematical.  The  redemption  of  the 
fractional  currency  will  require  $ 20,000,000  more,  and  if  coin- 
age is  commenced  for  resumption  on  January  i,  1879,  on  the 
single  gold  standard,  there  will  be  needed  at  least  $75,000,- 
000  of  subsidiary  silver  coin  ; and  if  the  double  standard  be 
adopted,  involving  full  valued  silver  coin,  or  the  single  silver 
standard  be  adopted  with  gold  as  subsidiary,  it  is  difficult 
to  say  to  what  price  silver  may  rise. 

“ Passing  across  the  Atlantic  to  England,  what  are  the  main 
facts  that  confront  us  in  regard  to  silver  there  ? The  total 
imports  into  the  United  Kingdom  for  the  eight  months  ended 
August  31,  1876,  were  8,286,797,  against  total  exports  during 
the  same  period  7,559,314,  showing  the  net  imports  to  be 
727,483.  Now,  taking  the  allowance  for  eight  months  for 
manufacturing  purposes  of  400,000,  the  report  of  Mr. 
Goschen’s  Committee  setting  down  the  annual  consumption 
at  600,000,  and  estimating  the  coinage  for  the  same  period 
at  4.00,000  in  the  proportion  for  the  year  1875,  these  two 
items  give  800,000  against  a net  import  of  727,483.  On 
further  analyzing  the  Tables  of  Export  and  Import  in  the 
Supplement  to  the  Economist  of  September  9,  1876,  the  imports 
of  silver  from  Germany  during  the  first  eight  months  of  1876 
were  2,689,271  against  707,375  in  the  same  period  of 
1875,  showing  the  imports  to  be  1,981,896  more  in  the 
period  of  1876  than  of  1875,  and,  allowing  for  an  excess  of 
export  to  Germany  for  the  period  in  1876  as  compared  with 
1875,  the  net  imports  from  Germany  into  the  United  King- 
dom were  1,898,383  more  in  the  first  eight  months  of  1876 
than  of  1875.  On  the  other  hand,  the  diminution  of  net 
imports  from  Mexico,  South  America  (except  Brazil),  and 
West  Indies  amounted  to  ;^5 11,219  period  of  1876  as 

compared  with  1875,  and  similarly  a diminution  in  net 
imports  from  the  United  States  of  a 81,912.  So  that  looking 
on  the  supply  and  demand  as  almost  exactly  balanced  in  the 
period  under  consideration,  the  supply  is  only  kept  up  by  an 
excessive  import  of  £ 1,898,383  from  Germany,  a merely  tem- 
porary source  of  supply,  whereas  the  United  States,  Mexico, 
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South  America  and  West  Indies,  the  permanent  sources  of 
supply,  from  which  largely  increased  quantities  were  confi- 
dently reckoned  upon,  show  a falling  off  during  the  eight 
months  of  593,131.  Further,  the  total  imports  of  silver  into 
the  United  Kingdom  for  the  four  years  and  eight  months 
from  1872  till  the  31st  of  August,  1876,  were  54,836,000,  and 
the  total  exports  for  same  period  were  49,093,000  making 
net  imports  5,743,000.  figures  for  coinage  for 

the  four  years — namely,  3,810,1 15,  and  taking  / 400,000  for 

the  eight  months  in  1876  as  already  estimated,  and  adding 
for  manufacturing  purposes  ;C  600,000  per  annum — a total 
home  consumption  for  these  four  years  and  eight  months  is 
obtained  of  7,2 10,000,  against  a total  net  import  during  the 
same  period  of  5,743,000,  making  an  excess  of  export  and 

consumption  of  1,467,000  over  the  supply.  Moreover,  the 

net  export  of  silver  to  British  India  for  the  first  eight  months 
of  1876  exceeded  those  during  the  same  period  of  1875  ^7 

1,622,025,  and  if  British  India,  China  and  Japan  are  taken 
together,  the  increase  of  export  was  1,380,825. 

“Yet  the  diminution  of  import  from  the  producing  coun- 
tries was  happening  at  the  very  time  when  there  was  a 
severe  panic  in  London,  in  consequence  of  the  belief  that 
the  world  was  going  to  be  deluged  with  silver  from  these 
sources,  and  this  excess  of  export  and  home  consumption 
over  supply  was  going  on  in  the  leading  silver  market  of  the 
world,  while  it  was  supposed  that  Europe  was  being  flooded 
with  silver  in  consequence  of  the  demonetization  by  Ger- 
many. Then  the  average  price  of  silver  during  these  last 
five  years  of  deficient  supply  fell  from  6oJ!^d.  in  1872  to 
59/^d.  in  1873  ; to  58  5-i6d.  in  1874,  to  $6^d,  in  1875,  and 
to  52^d.  in  the  first  eight  months  of  1876.  The  average 
price  from  1852  to  1872  had  been  6id.,  and  from  1868  to  1872 
6oJ^d.  The  fall  from  52}^d.  to  47d.  in  July  last  may  be 
regarded  as  the  depreciation  of  sheer  panic  ; but  the  actual 
fall  from  6o^d.  in  1872  to  52^d.,  is  13^^^  per  cent.,  and  from 
S6^d.  in  August,  1875,  to  52j^d,  in  August  1876,  about 
per  cent.  I remark  here  that  the  rise  of  the  price  of  silver 
after  the  gold  discoveries  in  Australia  and  California  was 
from  59^d.  to  62d.,  or  only  4 1-5  per  cent. 

“ The  supply  of  silver  thus  falling  short  of  the  demand,  the 
actual  fall  in  price  must  arise  from  one  of  two  causes.  Either 
the  cost  of  producing  or  acquiring  it  has  diminished,  or  the 
cost  of  producing  gold  or  of  acquiring  it  has  increased.  There 
is  no  reason  for  supposing  that  the  cost  of  producing  silver 
has  diminished,  as  although  two  mines  in  Nevada  are  making 
extraordinary  profits  at  present,  this  is  not  the  case  in  Mexico, 
South  America,  or  in  many  other  mines  in  Nevada ; and 
following  the  economic  law  that  the  price  of  the  total  pro- 
duction of  any  article  is  determined  by  the  cost  of  that  part 
of  the  supply  which  is  produced  at  a profit  under  the  greatest 
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disadvantages,  it  is  clear  that  the  price  of  silver  will  not  be 
determined  by  the  cost  in  the  more  profitable  mines  of 
Nevada,  but  by  the  cost  in  the  least  profitable  mines  of  Nevada, 
Mexico  and  South  America.  But  the  demonetization  of  silver 
in  Germany,  had,  at  the  time  of  the  sittings  of  Mr.  Goschen’s 
Committee,  caused  £ 6,000,000  to  £ 7,000,000  of  silver  to  be 
sold,  and,  therefore,  by  the  effect  of  this  additional  supply  to 
be  acquired  cheaply,  though  that  has  not  hindered  the  export 
and  home  consumption  of  silver  in  the  United  Kingdom  from 
being  £ 1.467,000  in  excess  of  the  net  imports,  including 
whatever  of  this  surplus  German  silver  may  have  come  to 
London.  On  the  other  hand,  there  is  no  reason  to  suppose 
that  there  is  any  material  increase  in  the  cost  of  producing 
gold,  but  in  the  last  four  years  the  German  Government  have 
accumulated  about  60,000,000  of  gold.  So  that  the  two 
main  causes  tending  to  lower  the  price  of  silver  have  been 
the  £ 6,000,000  to  £ 7,000,000,  about  £ 2,000,000  a year,  that 
the  German  Government  have  sold  and  thus  practically  added 
to  the  supply ; and  the  purchase  or  acquisition  of  about 
£ 60,000,000  of  gold  drawn  from  the  yearly  production  and  the 
gold  supplies  of  the  world,  thus  rendering  gold  scarce,  and 
therefore  dear.  Now  this  increase  of  silver  and  diminution 
of  gold  must  have  had  their  natural  influence  on  the  relative 
prices  of  these  metals,  and  the  question  is  in  what  propor- 
tions 6,000,000  to  7,000,000  of  silver  added  to  the  supply, 
and  60,000,000  of  gold  subtracted  from  the  supply,  have 
respectively  contributed  to  the  fall  in  the  gold  value  of  silver 
of  13  1-3  per  cent.,  since  the  German  accumulation  of  gold 
began  to  the  present  time,  when  the  price  is  52j^d.  There 
have  been  also  purchases  of  gold  for  Sweden  and  Norway, 
Holland  and  Japan,  assisting  in  rendering  gold  scarce.  If  the 
price  of  silver  had  fallen  in  consequence  of  its  excessive 
amount,  the  effect  would  have  been  distinctly  traceable  in  a 
general  rise  of  silver  prices  in  India,  while  silver  was  depre- 
ciating. But  in  a letter  in  The  Times  of  September  6 this  is 
distinctly  asserted  not  to  be  the  case,  whilje  on  the  other  hand 
it  is  asserted  that  in  London  gold  prices  of  Indian  imports 
have  fallen  in  consequence  of  the  increased  purchasing  power 
of  gold.  In  one  of  the  business  notes  of  the  Economist  of  Sep- 
tember 16  a list  is  given  of  24  articles  of  import  during  the 
month  of  August  placed  “ nearly  according  to  their  relative 
importance,*’  with  the  prices  current  in  August,  1875,  and 
August,  1876,  and  of  these  the  first  ii  staple  articles,  begin- 
ning with  cotton,  have  all  declined  in  value,  the  average  fall 
in  price  being  7 1-5  per  cent.  ; and  of  the  other  13  articles 
seven  have  increased  in  price  including  silk,  in  consequence 
of  the  diminution  in  the  European  crop,  and  flax  and  jute, 
and  six  have  decreased  in  value.  Now,  it  is  very  singular  that 
taking  the  average  gold  price  of  silver  for  August,  1875 
-(Appendix  to  Report,  p.  20),  at  56J^d.,  and  for  August,  1876, 
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at  5 2d.,  the  depreciation  in  the  twelve  months  is  about  7^ 
per  cent.  ; and  taking  the  first  1 1 articles  referred  to  above, 
the  average  depreciation  in  gold  prices  is  7 1-5  per  cent,  during 
the  12  months;  while  the  prices  in  India,  where  an  excess  of 
silver  should  have  been  distinctly  felt,  are  stated  to  remain 
comparatively  stationery,  and  China  was  so  bare  of  silver  that 
the  rate  of  exchange  for  six  months’  bills  on  London  rose  in 
Shanghai  from  60^ d.  to  7od.  per  Shanghai  tael,  as  soon  as 
the  tea  and  silk  seasons  set  in,  that  is  the  end  of  May  or 
the  beginning  of  June,  thus  producing  a rapid  variation  about 
i6}4  per  cent.” 

Another  point  which  this  writer  brings  to  light,  is  that 
during  the  panic  in  silver,  immense  profits  were  made  by 
bullion-brokers  and  dealers.  This  fact  is  very  well  known 
here,  but  we  have  not  previously  seen  any  account  of  it 
in  the  European  journals.  Subjoined  is  his  statement  in 
detail  : “ I will  illustrate  the  large  profits  that  were  for  a 
brief  time  obtainable  by  the  figures  of  an  actual  shipment  of 
silver  made  by  the  agent  of  a China  bank  here  about  the 
1 2th  of  July,  just  immediately  after  a sale  of  Council 
draughts  in  London  at  the  lowest  rate  at  which  sales  were 
made  : 

40^000  or.,  998  fine  silver,  at  23  per  cent  discount $397»4*3  gold. 

Paid  for  by  telegraphic  transfer  on  London  at  per  $ ^^80,724  10  o 

OUTTURN  IN  SHANGHAI. 

Canton  Taels,  weight  331,120,  sold  at  tls.  iii.4=Shanghai 

Taels,  363,867.68 — invested  in  six  months’  bills  on  London, 

at  5s.  9^d. 107,202  3 6 

“ About  1,200  have  to  be  deducted  for  interest  in  Lon- 
don, leaving  a balance  of  profit  on  the  transaction  of  about 
^25,000,  or  rather  more  than  30  per  cent. 

‘‘  Yet  in  The  Times  of  September  8,  the  total  imports  of 
ten  of  the  above  eleven  articles  (brandy  not  being  mentioned 
in  The  Times'  list),  for  August,  1876,  were  12,680,766, 
against  12,460,345  in  August,  1875,  or  less  than  two  per 
cent,  in  favor  of  1876,  while  the  average  prices  of  the  indi- 
vidual articles  had  declined  in  the  twelve  months  about 
7 1-5  per  cent.,  almost  exactly  the  amount  of  the  fall  in 
silver  during  the  same  period.  I do  not  assert  that  the  rise 
in  gold  is  the  sole  cause  of  the  simultaneous  decline  in  staple 
articles  and  in  silver  of  over  seven  per  cent.,  but  at  least 
the  above  shows  a case  for  investigation  where  fuller 
materials  on  the  subject  are  accessible.  At  the  same  time 
the  burden  of  evidence  seems  to  favor  the  idea  that  the 
fall  in  silver  has  been  mainly  brought  about  by  the  rise  in 
gold,  in  consequence  of  what  has  been  practically  a per- 
manent lock-up  by  Berlin  of  60,000,000,  which,  disturbing 
the  normal  movements  of  gold  to  that  extent,  has  made  it 
scarce  and  raised  its  purchasing  power.” 
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We  are  gratified  to  find  that  an  observer  of  so  much 
ability,  has  been  led  to  the  conviction  that  a part  of  the 
trouble  in  the  silver  market  is  due  to  the  appreciation  of 
gold.  We  have  frequently  demonstrated  this  opinion,  and 
although  it  is  not  held  by  some  of  our  leading  economists, 
and  has  been  dogmatically  denied  by  others,  no  evidence  has 
been  brought  to  overthrow  the  proofs  that  have  been 
adduced  to  show  that  gold  from  a series  of  circumstances 
has  been  appreciating  for  the  last  four  or  five  years.  What 
is  the  amount  of  this  appreciation  it  is  impossible  at  present 
to  say.  Some  persons  have  held  that  after  the  gold  dis« 
coveries  of  1848,  the  value  of  gold  depreciated  thirty  per 
cent.,  by  a series  of  fitful  and  spasmodic  movements.  These 
persons  hold  that  from  1870  to  1872  a reaction  began,  and 
that  gold  has  appreciated  twelve  to  eighteen  per  cent.,  or 
nearly  half  as  much  as  it  had  depreciated  dhring  the  pre- 
vious quarter  of  a century.  On  this  subject,  the  Times  cor- 
respondent offers  some  lucid  remarks,  which  we  regret  that 
our  space  forbids  us  to  cite.  He  concludes  as  follows : 

“ It  would  indeed  be  strange  if  60,000,000  of  gold  could  be 
withdrawn  from  the  ordinary  sources  of  supply  and  circula- 
tion without  having  a decided  effect ; so  accepting  this  rise 
in  its  purchasing  power  as  beyond  all  doubt,  and  that  this 
is  the  chief  cause  of  the  depreciation  of  silver,  the  question 
is,  can  silver  be  brought  back  to  its  former  price,  and  how  ? 
There  are  four  ways  in  which  silver  might  be  made  to  rise 
to  its  former  average  ratio  to  gold  of  i5j^toi  — (i)bya 
diminution  in  the  supply  of  silver  itself,  or  ( 2 ) by  an  increase 
in  the  demand  for  it ; ( 3 ) by  an  increase  in  the  supply  of 
gold,  or  (4)  by  a diminution  in  the  demand.  In  the  first 
case,  from  what  is  known  at  present,  there  is  no  reason  to 
expect  any  increase  in  the  supply  of  silver,  and  the  chances 
are  in  favor  of  diminution  ; in  the  second  case,  there  is  the 
certainty  of  an  enlarged  demand  for  it  by  the  United  States 
Government,  and  a high  probability  of  their  absorbing  all 
the  home  production  and  becoming  importers ; and  this 
latter  is  a certainty  also,  if  the  Act  of  January  14,  1875,  is 
carried  out,  an  Act  not  only  signed  by  the  President,  but 
the  approval  of  it  made  the  subject  of  a special  Message 
to  the  Senate.  Regarding  the  third  case,  the  rise  in  the 
purchasing  power  of  gold,  will  to  some  extent  increase  the 
supply,  but  not  to  any  extent  out  of  proportion  to  the 
demand,  that  is  likely  to  have  much  effect  on  silver ; and 
regarding  the  fourth  case,  there  is  no  immediate  expectation 
of  a diminution  in  the  demand  for  gold  that  is  likely  to 
materially  lower  its  purchasing  power,  and  the  demand  may 
be  increased.  The  main  hope  of  those  interested  in  silver 
lies,  therefore,  in  the  carrying  out  of  the  Resumption  Act  by 
the  United  States  Government.” 

Two  points  in  this  letter  are  worthy  of  special  attention. 
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First,  this  writer  under-estimates  the  silver  supply  for  the  year 
1876  at  twenty-eight  millions  instead  of  thirty-eight  millions, 
which  is  the  actual  amount  reported  by  the  Director  of  the 
Mint,  in  page  7 of  his  Report,  just  forwarded  to  Congress. 
Secondly,  he  estimates  the  aggregate  of  the  monetary  circu- 
lation of  Great  Britain  much  higher  than  the  ordinary 
amount  stated  by  the  best  English  authorities.  On  this  sub- 
ject we  do  not  now  dispute  the  figures,  but  simply  point  out 
the  discrepancy. 

From  the  Report  of  Mr.  Goschen’s  Silver  Committee,  pre- 
sented 5th  July,  1876,  to  the  House  of  Commons,  we  compile 
the  subjoined  statistics,  given  in  the  testimony  of  Sir  Hector 
Hay  as  to  the  production  of  gold  and  silver  in  the  United 
States  and  throughout  the  world  ; and  as  to  the  shipments 
of  silver  to  the  East  with  the  average  price  of  silver  in 
London  for  each  year  : 

Production,  &c.,  of  Gold  and  Silver,  1852-1875. 


[006's  omitted;  thus  20,  = £20,000,  and  814,085,  = 814,085,00a J 
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1852 

12,000, 

• 36,550, 

. 8,120. 

. 44,670,  . 

*,630, 

. 60H 

>853 

13,000, 

• 31,090, 

. 8,120, 

. 39,210,  . 

4,710, 

. 61^% 

1854 

12,000, 

• 25.490, 

. 8,120, 

• 33,610,  . 

4,580, 

• 

««5S 

11,000, 

. 27,015, 

. 8,120, 

• 35,135,  . 

7,980, 

■ 6i>^ 

18,6 

11,000, 

. 29,520, 

. 8,130, 

• 37.650,  . 

14,120. 

1857 

11,000, 

• *6,655, 

. 8,130, 

• 34,785.  . 

20,150, 

■ blH 

1858 

10,000, 

• 24,930, 

. 8,130, 

• 33,060,  . 

5.6^ 

■ 6l,’« 
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20, 

. 24970, 
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• 62, >6 

i860 
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30. 

• *3.850, 
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• 6lfi 

1861 
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400, 
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. 8,540, 

• 31,300,  . 

8,860, 

• (>oH 
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7.800, 

900, 
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• 
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I»7«>7 

• *1,930, 
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. 61^ 

18^ 
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■ 32,940,  . 
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61^ 

1865 
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• *4,040, 

. 10,390, 

• 34.430,  . 

9.740, 

. 61 

1866 
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2,000, 

• *4,2*0, 

. 10,145. 

• 34,365,  • 

7.070, 

• 

1867 

10,345, 

2,700, 

• **,805, 

. 10,845, 

• 33.650,  . 

*,050, 

• 60ft 

1868 

9,600, 

2,400, 

• *1.945. 
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• 3«.990.  • 

3,560, 

• 

1869 
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2,400, 

• *i.*45, 
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• 30,745,  ■ 
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■ 
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3»2«>, 
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. 33,610,  . 

3,900, 

■ 60,*. 
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7,200, 

5»75o, 

• i9.9«o. 

• 13,050, 

• 32,960,  . 

6,530, 

• 60W 

1873 

7.200, 

7,150* 

• I9.240, 

. 14*050, 

• 33.290.  . 

3.470, 

• 

1874 

6,400, 

7,200, 

• 18,150, 

. 14,300, 

• 32,450,  • 

7.770, 

• 58  .“r 

187s 

S,ooo, 

9,000, 

• »9,5oo. 

. 16,100, 

• 35.600,  . 

4,540, 

• 56^ 

Total 

. 231,510, 

• 53,900, 

• S7*.«9S, 

. 241,800, 

. 814,085,  . 

199,815, 

• 60^ 
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THE  SILVER  BILL  IN  CONGRESS. 

BY  S.  DANA  HORTON. 

The  Bland  Bill  means  mischief  ! 

The  Bill  proposes  that  the  old  silver  dollar  shall  be  coined 
as  legal  tender  side  by  side  with  the  gold  dollar.  Silver 
becomes  legal  coin,  and  laws  ordering  payments  in  gold 
alone  become  an  anomaly,  inviting  speedy  repeal.  In  effect, 
it  therefore  restores  the  monetary  system,  which  obtained 
before  1873,  with  its  ratio  of  one  to  sixteen.  Payments  are 
to  be  made  in  dollars,  of  which  the  silver  weighs  sixteen 
times  as  much  as  the  gold  dollar. 

This  bill  is  really  an  attack  upon  the  Bi-metallic  Sys- 
tem, the  restoration  of  which  is  needed  for  the  future 
prosperity  of  the  world  ; and  that  if  it  becomes  law  it  will 
prove  an  obstruction  to  the  prosperity  of  the  United  States. 

Our  situation  with  reference  to  the  two  metals  is  well 
known.  There  are  few  silver  dollars  in  existence,  and  there 
is  but  little  silver  bullion  in  the  country.  Of  gold,  we  have 
some  130  million  dollars  worth,  coined  and  uncoined. 

The  readers  of  this  Magazine  are  well  aware  of  the  late 
vicissitudes  of  the  price  of  silver  brought  on  chiefly  by 
demonetization  in  Germany.  Silver  has  fallen,  and  has  risen 
and  fallen  again,  driven  hither  and  thither  like  a rudderless 
ship  in  a storm.  Germany,  alarmed  at  the  depreciation  of 
the  metal  she  had  to  sell,  has  calmed  the  panic  by  with- 
drawing for  awhile  from  the  market ; while  the  United 
States,  unconscious  of  its  truest  interest,  has  powerfully  sus- 
tained the  price  of  silver  in  London  by  its  demand  for  coinage 
of  tokens. 

Turning  to  Europe,  we  observe  that  there  the  coinage  of 
legal  tender  silver  is  at  an  end.  Germany's  demonetization 
has  put  the  world  into  a state  of  siege  on  that  subject. 
The  Latin  Union  has  been  compelled  to  abandon  the  half- 
measure of  partial  limitation  of  coinage,  which  she  adopted 
in  self-defence  against  Germany,  and  has  stopped  the  mintage 
of  silver  entirely.  So  Holland  is  in  a state  of  dead-lock, 
awaiting  the  convocation  of  an  International  Conference. 

The  causes  of  the  stoppage  of  silver  coinage  are  not,  in 
any  proper  sense,  temporary.  So  long  as  the  policy  of 
demonetization  prevails  in  a country  which  has  silver  to  sell, 
other  countries  must  abstain  from  maintaining  free  coinage 
of  silver  as  legal  tender,  or  consent  to  part  with  their  gold 
in  return  for  the  silver  thrown  upon  the  market  by  their 
neighbor  state. 
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Free  coinage  of  a metal  as  legal  tender,  is  a standing 
statutory  bid  for  all  of  that  metal  that  there  may  be  for  sale 
at  the  price.  But  if  a nation  loses  all  its  gold,  while  gold 
remains  an  international  money,  and  receives  in  its  place 
silver,  which  is  no  longer  an  international  money  (being 
demonetized),  no  proper  par  is  maintainable  between  it  and 
other  countries.  The  country  that  takes  the  silver  becomes 
a sort  of  India  to  the  serious  detriment  of  international 

commerce. 

But  if  a sufficient  number  of  nations  coin  silver  at 
one  fixed  equation  with  gold,  silver  would  remain  an  inter- 
national money ; the  par  would  be  secured  in  permanence, 

and  there  would  be  no  danger  of  the  latter  event  above 

suggested.  This  was  abundantly  illustrated  in  the  case  of 

Holland,  whose  demonetization  of  a circulating  metal  (gold) 
in  1849  was  made  possible  by  the  working  of  the  Bi-metallic 
System  in  France  and  other  countries. 

All  is  different  to  day.  The  northern  countries  of 
Europe  are  demonetizing  silver  ; the  product  is  increasing, 
and  no  great  combination  of  nations  exists  to  neutralize 
so  violent  a disturbance  of  the  equilibrium  of  the  metals. 

Hence  it  is  plain  that  the  action  of  the  Latin  Union  in 
refusing  to  coin  legal  tender  siWer,  is  in  the  present  phase 
of  the  question,  final.  It  is  an  adjournment,  sine  die.  There 
can  be  no  further  action  until  the  entire  situation  is 
changed. 

Another  vital  fact  as  to  the  possible  action  of  the  Latin 
Union  is  also  clear.  The  legal  ratio  is  there  i to  15 The 
silver  franc  weighs  15}^  gold  francs.  'The  Latin  Union  can  not 
coin  silver  at  any  other  ratio.  It  is  a sine  qua  non  for  the 
resumption  of  coinage  of  legal  tender  silver  in  the  Latin 
Union,  that  the  situation  should  be  such  as  to  make  it  a 
wise  course  for  her  to  coin  at  that  ratio  and  at  no  other. 

The  causes  of  this  necessity  are  apparent.  France  pos- 
sesses a stock  of  about  a thousand  millions  of  dollars,  about 
half  gold  and  half  silver.  For  the  last  sixty  years  business 
has  been  done  in  coin  (for  paper  being  at  par  has  not 
altered  this  fact).  To  change  the  ratio  of  gold  and  silver, 
would  compel  France  to  melt  down  and  recoin  milliards 
of  francs,  either  of  gold  or  of  silver. 

The  same  observation  holds  good  of  the  remainder  of  the 
continent.  It  is  worth  remarking,  also,  that  the  entire  gold- 
mark  and  silver-thaler  stock  of  Germany  stands  (in  nearly 
equal  amount)  at  this  same  ratio  of  i to  15)^,  so  that  the 
hope  of  inducing  Germany  to  abandon  demonetization  is 
bound  up  in  this  maintenance  of  the  i to  15 

It  is  evident  that  if  silver  is  to  be  coined  again  as  legal 
tender  in  Europe,  it  must  be  at  the  ratio  of  i to  15^. 

Now  in  this  struggle  against  demonetization,  the  franc  is 
the  natural  ally  of  the  dollar.  The  English  sovereign 
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declared  war  on  silver  in  i8i6,  and  the  German  mark  has 
entered  the  field  of  conquest  with  fatal  force.  The  franc  has 
been  compelled  to  withdraw  within  the  fortifications  of  coin- 
age, and  for  the  present,  legal  tender  silver  is  unknown  in 
European  mints. 

What  shall  the  dollar  do  ? Shall  it  come  to  the  help  of 
the  silver  franc,  and  restore  silver  to  its  rightful  position,  or 
shall  it  reinforce  the  mark  and  the  sovereign,  and  prevent 
silver  from  becoming  an  international  money  in  Europe  ? 

Now  to  coin  silver  dollars  at  i to  i6,  is  to  take  the  latter 
course.  Coinage  at  i to  i6  in  the  United  States,  while  it 
may  for  a time  raise  the  price  of  silver  in  London,  and  so 
serve  the  prejudices  of  Germany  and  England,  yet  deprives 
silver  of  its  chief  supporter  in  Europe.  Coinage  at  i 
to  i6  drives  the  Latin  Union  out  of  the  field. 

For  there  is  a difference  of  about  three  per  cent,  between 
the  equations  i to  and  i to  i6.  Water  flows  readily  at 
an  inclination  of  three  feet  to  the  loo,  and  silver  will  move 
as  readily  at  the  call  of  three  per  cent. 

If  the  Latin  Union  coins  at  i to  15^,  while  the  United 
States  coins  at  i to  16,  the  irresistible  gravitation  of  self- 
interest  will  carry  all  available  silver  with  steady  flow  to 
the  mints  of  France.  Not  a single  silver  dollar  would  be 
coined  in  the  United  States. 

A similar  experience  was  made  long  ago.  From  1834  to 
1873  the  market-price  of  silver  in  London  was  controlled  by 
the  French  ratio  of  i to  15^^,  and  the  ratio  of  i to  16, 
which  the  monetary  legislation  of  1834  had  attempted  to 
make  effective,  failed  to  bring  to  pass  the  coinage  of  Silver 
dollars  in  the  United  States.  Had  the  statesmen  of  Jackson's 
administration,  in  abandoning  i to  15  in  1834,  adopted  the 
instead  of  16,  the  silver  dollar  might  have  been  coined 
side  by  side  with  the  gold  . dollar  down  to  the  present  time. 
Here  was  Benton's  mistake ! Had  not  this  mistake  been 
made,  the  proverbial  palmy  days  of  Hard  Money  Demo- 
cracy would  have  deserved  the  name. 

It  is  sufficiently  obvious  that  the  Leaders  of  the  Latin 
Union  are  cognizant  of  these  facts,  and  they  are  men  who 
are  not  likely  to  stultify  themselves.  The  Latin  Union  can 
not  coin  the  silver  franc  if  we  coin  the  silver  dollar  at  one 
to  sixteen.  She  can  not  become  at  once  the  sole  receptacle 
of  all  the  silver  demonetized  in  Germany,  and  of  the  new 
silver  from  American  mines. 

Hence  we  say,  if  the  United  States  coins  silver  at  i to  16, 
it  will  be  without  supporters  in  the  Western  World  — and 
will  alone  assume  the  Asiatic  role.  What  will  be  its  situa- 
tion in  such  event  ? How  will  it  bear  the  shock  of  this 
silver  inflation  ? 

Of  course  England  and  Germany  ( bondholders  excepted ) 
will  hail  with  pleasure  the  acceptance  by  the  United  States 
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of  the  rejections  of  Europe.  Our  hundred  and  thirty  millions 
of  gold  are  a glittering  prize  for  Germany,  and,  while  the 
annual  product  of  the  gold  mines  diminishes.  Gold-monometal- 
lists  will  be  glad  to  see  the  United  States  unconsciously  binding 
itself  not  to  employ  gold  at  home,  and  precluding  itself 
from  sending  silver  to  Europe. 

But  in  the  meantime  what  will  be  the  condition  of  the 
monetary  par  between  America  and  Europe  ? Our  silver 
legal  tender,  like  our  paper  legal  tender,  will  not  have  the 
character  of  money  in  Europe.  In  Asia,  of  course,  it  will  be 
money  and  this  is  an  advantage.  But  how  will  our  dealings 
with  Europe  be  regulated  ? Can  there  be  anything  in  the 
nature  of  a steady  “ par  **  between  the  two  systems  of 
money  ? Will  the  gold  market  in  New  York,  under  the 
new  regime,  take  the  place  of  the  silver  market  of  Lon- 
don, in  chronicling  the  fluctuations  of  silver  the  American 
money  ? Will  silver  be  more  steady  in  value  than  paper  has 
been — or  will  the  Whiteback  be  coupled  in  popular  imagina- 
tion with  the  Grayback  and  the  Greenback  which  it  replaces  ? 

How  will  our  balances,  our  interest,  be  paid  to  Europe  ? 
We  cannot  pay  in  silver  for  it  is  not  money  in  Europe.  If 
we  pay  in  gold  we  must  buy  the  gold  and  Europe  will 
determine  what  quantity  of  silver  we  must  give  in  exchange 
for  it. 

I leave  the  answers  of  these  questions  to  the  thoughts  of 
men  of  business,  and  will  simply  sum  up  the  result  in  a 
word. 

If  the  United  States  are  alone  in  coining  silver  we  lose 
our  gold  ; we  are  flooded  with  a legal  tender  which  is  not  a 
legal  tender  in  Europe,  the  chief  country  with  which  we 
deal ; we  weight  ourselves  with  coin  which  has  ceased  to  be 
an  international  money,  and  we  have  destroyed  the  par 
between  our  money  and  that  of  Europe.  And  we  are  a 
debtor  nation  ! 

In  view  of  these  considerations  I think  I am  justified  in 
saying  that  the  Bland  Silver  Bill  means  mischief. 

A word  as  to  restoration  of  silver  at  i to  15^2- 

It  is  obviously  the  wise  policy  of  the  United  States  to 
make  easy  the  way  of  resumption  of  specie  payments,  and 
assure  a speedy  return  of  prosperity.  To  do  this  it  is 
necessary  to  have  free  coinage  of  silver  and  gold  at  full- 
weight  as  unlimited  legal  tender.  But  as  we  have  seen,  we 
can  not  do  this  alone,  and  if  we  coin  at  i to  16  we  are  inevit- 
ably alone  in  restoring  silver. 

The  occasion  is  one  for  diplomacy.  The  time  demands  a 
success  greater  even  than  that  of  the  Treaty  of  Washing- 
ton. If  the  spirit  of  Alexander  Hamilton,  could  direct  our 
diplomacy  an  International  Conference  might  induce  Eng- 
land and  Germany  to  join  the  United  States  and  the 
Latin  Union  in  free  coinage  of  gold  and  silver  at  the  equa- 
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tion  of  I to  15^.  This  would  be  the  inauguration,  if  not  of 
universal,  at  least  of  comparative  monetary  peace  through- 
out the  world.  There  are  many  signs  that  the  fulness,  of 
time  for  this  has  come.  It  has  long  been  evident  that  the 
labors  of  “ Wolowski  " were  not  in  vain — and  opinion  is  break- 
ing down  before  the  crusade  which  Cernuschi  has  organized 
in  Europe. 

Austria  is  hoping  for  a Conference,  and  the  President  of  the 
Chamber  of  Commerce  of  Liverpool,  is  writing  philippics  in 
favor  of  bi-metallic  money.  The  presses  of  Carlsruhe  have 
just  put  forth  a work,  ( Die  Silberentwerthungs  frage — 
Dr.  Karl  Walcker — 1877)  which  proves  that  the  German 
coinage  reform  was  a mistake  ; that  the  spirit  of  the  time 
demands  bi-metalic  money,  and  that  an  International  Mone- 
tary Union  is  not  only  necessary  but  practicable. 

But  failing  to  obtain  the  support  of  Germany  and  England, 
the  other  parties  to  this  need  of  restoration  of  silver  may 
join  by  treaty,  and  secure  a settlement  second  only  in  excel- 
lence to  that  just  suggested. 

That  this  solution  is  entirely  within  our  reach,  there  can 
be  no  doubt.  In  the  meantime  a practical  question  may  be 
suggested,  as  an  appropriate  subject  of  public  discussion. 

In  adopting  the  ratio  of  i to  15^  shall  we  leave  the  gold 
dollar  as  it  is,  and  coin  a new  silver  dollar  weighing  399.9 
grains,  3 per  cent,  less  than  the  “Dollar  of  the  Fathers,” 
or  shall  we  recoin  the  Dollar  of  the  Fathers, — make  the 
existing  gold  dollar  legal  tender  at  97  cents,  until  we  can 
recoin  the  existing  stock  of  gold  into  new  dollars  containing 
3 per  cent,  more  gold  than  the  present  coin  ? There  is  but 
one  other  alternative : to  make  a complete  break  with  the 
past  and  mint  coins  of  different  weight  from  either  the  gold 
dollar  of  the  sons,  or  the  silver  dollar  of  the  fathers. 


In  the  debate  on  the  Silver  Question  at  the  meeting  of  the 
Social  Science  Association,  at  Saratoga,  in  September  last,  I 
had  occasion  to  make  a brief  presentation  of  the  views  which 
are  above  set  forth  in  full  ( as  applied  to  the  criticism  of  the 
silver  bill). 

For  the  fuller  development  of  these  views  however,  and  for 
security  in  discussing  the  probable  action  of  European  coun- 
tries, it  is  to  me  a pleasure  to  be  able  to  express  my 
indebtedness  to  the  conversation,  criticism  and  suggestions  of 
the  distinguished  author  of  the  word  “ Bi-metallism,”  and 
most  devoted  living  promoter  of  the  Monetary  Peace  of  the 
world. 

In  extending  to  America  that  impassioned  activity  which 
has  already  borne  such  fruit  in  Europe,  M.  Cernuschi  has  laid 
the  cause  of  sound  finance  in  this  country  under  obligations,, 
of  which  posterity  will  owe  its  share.  s.  d.  h. 
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THE  EXHAUSTION  OF  OUR  TIMBER  SUPPLY. 

The  statement  that  the  timber  lands  in  the  United  States 
are  nearly  exhausted,  seems  incredible.  Who  entirely  believes 
it  ? And  yet  careful  estimates  show  that  it  is  so.  Pamphlets 
and  articles  giving  figures  and  arguments  have  been  lately 
published,  stating  that  both  Canada  and  the  United  States, 
east  of  the  Rocky  Mountains,  would  be  denuded  of  timber 
in  ten  years.  This  prophecy  was  jeered  at,  and  the  writers 
called  alarmists.  Recently,  careful  and  extensive  calculations 
have  been  made  by  other  Western  lumbermen  to  disprove 
these  statements,  and  to  quiet  aroused  and  supposed  imagin- 
ary fears.  But  the  results  of  the  new  calculations  are  not 
comforting ; on  the  contrary,  they  substantially  prove  the 
first  assertion.  And  in  fact,  the  question  whether  the  time 
in  which  the  supply  of  lumber  will  be  exhausted  in  this 
country  is  ten,  fifteen  or  twenty  years,  is  of  but  small 
moment,  provided  either  one  is  true.  The  important  point 
to  be  ascertained  is  whether  the  supply  will  last  only  a few 
years.  We  give  an  epitome  of  the  calculations,  calling  atten- 
tion first  to  the  difference  between  timber-land  and  wood- 
land. One  is  increasing  and  the  other  decreasing.  One  is 
the  growth  of  a few  years  ; the  other  takes  a centur}',  and 
unlike  history,  does  not  “ repeat  itself.”  Timber-land  is  of 
commercial  value  ; wood-land  has  only  a local  value.  Scrub- 
oak  generally  follows  pine  ; white-birch  and  poplar  come 
after  spruce  ; so  that  timber-lands,  when  once  entirely  cut, 
are  in  fact  exhausted  forever  as  timber-lands. 

Estimates  by  counties  give  in  the  States  of  Michigan,  Wis- 
consin and  Minnesota  about  fifty  thousand  millions  of  feet, 
(a  foot  board  measure  being  the  unit  of  measure  in  lumber), 
of  standing  pine  ; of  this  rather  more  than  half  of  the  whole 
quantity  is  in  Michigan.  This  includes  all  the  white  pine 
available  in  the  country,  except  a remnant  in  Pennsylvania, 
and  quantities  not  worth  mentioning  in  Maine,  New  York 
and  Virginia.  In  the  New  England  States,  New  York  and 
Pennsylvania,  the  forests  of  spruce  and  hemlock  are  large, 
but  less  in  extent  than  the  pine  forests  of  the  north-west. 

Leaving  out  the  production  of  small  mills,  from  which 
they  could  get  no  returns,  the  “ National  Association  of 
Lumbermen  ” estimate,  the  production  of  pine  lumber  in  Michi- 
gan, Wisconsin,  Minnesota,  Iowa  and  Illinois  at  4,495,000,000 
feet ; or  making  an  allowance  for  the  small  mills,  this  estimate 
of  the  yearly  production  of  lumber  in  the  north-western  States 
is  about  one-tenth  of  the  estimate  of  the  amount  of  standing 
timber  in  the  same  region  ; or  five  thousand  millions  of  feet 
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of  yearly  production  against  fifty  thousand  millions  of  feet 
of  total  supply.  Other  estimates  figure  the  yearly  production 
of  pine  timber  in  the  north-west  at  between  six  and  seven 
thousand  millions  of  feet,  and  increase  in  proportion  the  esti- 
mate of  the  total  supply. 

The  United  States  Census  Report  of  1870  gives  the  entire 
production  of  lumber  in  1870,  as  twelve  thousand  • millions 
of  feet.  Allowing  two  thousand  millions  of  feet  for  the 
Southern  States  and  the  Pacific  States  and  for  hard-wood 
lumber,  and  estimating  the  standing  timber  in  the  New 
England  States,  New  York  and  Pennsylvania  as  equal  to  the 
standing  timber  in  the  north-western  States,  or  in  all  one 
hundred  thousand  millions  of  feet  of  pine,  spruce  and  hem- 
lock, the  quantity  on  this  basis  is  ten  years’  supply ! It 
seems  incredible,  and  yet  the  figures  are  the  result  of 
laborious  calculations  and  fair  estimates,  at  the  same  time 
dealing,  it  must  be  remembered,  with  a difficult  statistical 
question.  Therefore  when  we  recall  the  fact  that  the  pine 
forests  of  the  eastern  States  have  disappeared,  consumed  by 
a population  averaging  from  1800  to  1870  fifteen  millions  of 
people,  it  inevitably  follows  that  with  a population  of  forty- 
five  millions  of  people,  and  increasing  rapidly,  the  result, 
if  the  same  relative  consumption  continues,  must  be  the 
general  exhaustion  of  our  available  lumber  supply  in  a very 
few  years.  In  other  words,  we  are  rapidly  consuming  the 
entire  supply,  instead  of  using  the  annual  growth  — wasting 
our  heritage  of  incalculable  value,  and  more  in  ignorance 
than  by  intent. 

One  remedy  that  suggests  itself,  is  the  appointment  of  a 
Commissioner  of  Forests,  to  give  accurate  information  in  place 
of  estimates,  making  us,  by  self-interest,  to  regulate  in  some 
degree  production  according  to  supply. 

The  surveys  of  the  Land  Office  would  enable  a Commis- 
sioner to  get  information  of  the  standing  timber  in  every 
township  in  the  timber  regions,  and  at  a moderate  cost. 
Consumption  would  be  lessened  by  appreciating  the  value  of 
timber-land,  and  waste  also  prevented,  if  accurate  statistics 
showed  a definite  limit  of  supply. 

We  cannot  expect  supplies  in  the  future  from  Canada,  for 
the  foreign  export  from  this  country  exceeds  now  and 
probably  will  continue  to  exceed  our  imports  from  Canada ; 
besides,  the  Canadian  forests  will  not  last  five  years  longer 
than  our  own  ; and  in  proof  of  this,  it  can  be  stated  that  in 
the  past  year,  pine  deals,  to  an  extent  of  over  thirty  millions 
of  feet,  have  been  shipped  from  Michigan,  most  of  it  by  rail- 
road to  New  York,  and  thence  to  Great  Britain,  an  almost 
entirely  new  trade,  and  heretofore  enjoyed  by  Canada. 

The  accessibility  of  our  forests,  and  the  practicability  of 
operations  in  every  township  in  the  country  at  the  same 
time,  make  the  relation  of  production  to  supply  to  be 
entirely  regulated  by  profit. 
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The  West  needs  all  of  the  lumber  growing  in  Michigan 
and  Wisconsin,  and  what  is  now  sent  East  will  have  to  be 
returned  in  poorer  lumber  hereafter ; in  other  words,  the 
West  will  have  a short  supply  first.  We  have  the  example 
of  Europe  before  us.  Wood  is  grown  as  a crop  in  France. 
In  Norway,  the  Government  has  prohibited  the  cutting  of 
trees  less  than  a certain  diameter.  A recent  writer,  in  refer- 
ence to  the  waste  of  timber  in  Servia,  says  that  the  people 
of  portions  of  that  country  will  be  driven  in  the  future  to 
“ bum  the  dried  dung  of  the  cattle,  and  so  impoverish  the 
land,  if  exhaustion  of  timber  in  that  country  continues,”  and 
yet  twenty  years  ago,  in  the  same  districts,  vast  forests 
existed.  In  our  own  country  the  use  of  wood  in  making 
paper  has  increased,  so  that  almost  all  paper  for  newspapers 
is  one-half  wood  pulp.  One  paper-mill  on  the  Connecticut 
river  uses  one  million  of  feet  a year  in  spruce  and  poplar 
logs. 

Accurate  statistics  will  do  much  to  regulate  consumption, 
and  the  old  adage  again  comes  to  mind  — “A  stitch  in  time.” 


HOW  POLITICAL  ECONOMY  AIDS  NATIONAL 
WEALTH. 

By  Robert  Lowe, 

Late  Chancellor  of  the  Exchequer  of  Great  Britain. 

i'fROH  his  ADDRESS  TO  THE  LONDON  POLITICAL  CLUB,  3T  MAY,  1875.] 

Mr.  Mill,  in  the  introduction  to  his  Political  Economy,  has 
spoken,  I think,  rather  harshly  of  Adam  Smith.  What  he 
says  of  him  is,  that  he  is  often  obsolete  and  he  is  always  im- 
perfect, and  that  the  science  was  in  his  time  in  its  infancy. 
Now,  I am  quite  prepared  to  admit  that  in  a certain  sense  a 
great  deal  of  that  is  true.  Of  course  the  questions  that 
Adam  Smith  argued  in  his  day  are  not  the  questions  of  our 
day  ; they  have  become  obsolete,  and  they  have  become  ob- 
solete mainly  through  the  labors  of  Adam  Smith  himself, 
because,  by  the  cogency  of  his  arguments  arid  the  force  of 
his  demonstrations,  he  has  done  away  with  many  of  the  ques- 
tions which  then  agitated  the  public  mind.  That,  therefore, 
is  nothing  against  Adam  Smith.  It  is  said,  also,  that  he  is 
always  imperfect  ; and  in  one  sense  that  also  may  be  said  to 
be  true.  It  is  true  that  Adam  Smith  was  not  what  was 
called  a systematic  writer.  I do  not  think  his  arrangement 
is  at  all  a model  of  clearness  or  perspicuity.  I do  not  think 
that  he  shines  in  that  in  which  so  many  inferior  geniuses 
have  shone,  namely,  in  the  art,  after  having  discovered 
several  great  truths,  of  comparing  them,  and  correlating  them 


Digitized  by  LjOOQle 


53^  THE  banker's  magazine.  [.January, 

with  each  other,  and  bringing  them  into  harmony.  I do  not 
think  that  that  was  Adam  Smith’s  turn  of  mind  at  all  ; he 
puts  me  much  more  in  mind  of  what  we  read  of  the  sages 
of  ancient  Greece,  who,  as  the  result  of  a life  of  labor  and 
study,  bequeathed  to  mankind  half  a dozen  maxims  for  their 
guidance ; only  that  Adam  Smith  was  in  this  superior  to  the 
sages  of  ancient  Greece,  that  while  they  bequeathed  their 
maxims  to  mankind  in  all  their  generality,  he  gave  us  maxims 
with  a direct  practical  view,  and  always  added  to  them  a 
practical  application.  This  not  only  has  the  effect  of  making 
what  he  has  left  us  more  intelligible,  but  it  reacted  upon  him, 
I apprehend,  in  a most  favorable  manner,  and  certainly  it  en- 
abled him  to  lay  down  principles  and  rules  so  wide,  so 
weighty,  and  so  true,  that  they  have  served  for  the  guidance 
of  mankind  from  his  time  to  the  present,  and,  so  far  as  we 
can  judge,  they  will  last  as  long  as  mankind  shall  seek  after 
truth,  or  busy  themselves  with  any  intellectual  study  what- 
ever. That  is  the  peculiar  merit  of  Adam  Smith.  He  cannot 
claim  the  merit  of  being  a systematic  writer,  or  that  he  was 
a man  whose  ideas  readily  took  a scientific  form  ; he  puts 
me  much  more  fn  mind  of  a very  able  man,  say  in  Parlia- 
ment for  instance,  who  has  thoroughly  mastered  a question, 
who  is  thoroughly  impregnated  with  it,  and  with  his  whole 
force  is  endeavoring  to  explain  it  to  an  audience  like  the 
House  of  Commons,  who  are  fully  able  to  follow  him  in  his 
reasonings  and  deductions.  He  is  much  more  popular  than 
the  founders  of  science  have  generally  been.  I am  bound  to 
say,  further,  that  it  is  not  always  easy  to  reconcile  one  part 
of  Adam  Smith  with  another.  He  wrote  for  the  particular 
object  on  which  his  mind  was  fully  engaged,  and  I do  not 
think  that  he  appears  always  to  have  taken  a great  deal  of 
care  to  compare  what  he  wrote  at  one  time  with  what  he 
wrote  at  another,  so  that  it  has  been  easy  for  those  who 
came  after  him  to  point  out,  for  instance,  a want  of  strictness 
in  his  definitions,  or  an  use  of  terms  sometimes  in  one  sense 
and  sometimes  in  another,  which  far  inferior  geniuses  than 
Adam  Smith  would  most  likely  have  carefully  yarded 
against.  Therefore  I admit  that  there  is  some  truth  in  what 
Mr.  Mill  has  said  with  regard  to  Adam  Smith’s  imperfection  ; 
but  then  I must  say  that  all  that  is  much  more  than  counter- 
balanced, is  far  more  than  redeemed,  by  the  wonderful  force 
and  truth  of  those  maxims  and  those  positions  which  he  has 
evolved,  and  which  he  has  laid  down  with  such  inimitable 
force.  When  we  have  got  the  original  thinker  who  has 
struck  out  the  idea,  it  is  easy  to  find  men  who  .can  do  the 
systematizing  part  of  the  work  ; and  that  has  been  admirably 
done  by  those  who  followed  him,  men  well  worthy  to  follow 
such  a leader.  I might  say,  I think,  without  much  exaggera- 
tion, that  Adam  Smith  has  been  the  Plato  of  Political  Econ- 
omy, and  that  Ricardo  (a  member  of  this  Club)  also  has 
been  its  Aristotle. 
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I would  also  mention  another  thing  as  a proof  of  the  ex- 
traordinary power  which  Adam  Smith  had — a power  which,  I 
think,  no  man  that  ever  lived  ever  had  before  to  the  same 
extent — of  condensing  truth  into  a few  memorable  words, 
which  mankind  could  retain  and  act  upon.  Adam  Smith  had 
his  errors  like  the  rest  of  us  ; he  would  not  have  beeil  human 
if  he  had  not ; but  the  errors  that  a man  makes  in  general- 
izing are  usually  of  this  nature,  especially  when  generalizing 
as  to  the  human  mind,  that  when  he  sees  his  way  to  a 
great  general  proposition,  he  rushes  at  it  without  sufficiently 
considering  whether  there  may  not  be  exceptions  that  ought 
to  be  made  in  it  ; and  while  a great  generalizing  intellect  of 
that  kind  carries  along  more  or  less  of  continuity  in  his 
thought,  he  is  in  too  much  of  a hurry  to  grasp  at  what  he 
conceives  to  be  a truth  to  take  into  consideration  how  far  the 
exceptions  are  capable  of  modifying  it.  Now  the  peculiarity 
of  Adam  Smith  is  exactly  the  contrary.  Smith  also  made 
great  and  sweeping  generalizations  ; Smith  also  in  many 
cases,  I am  bound  to  say,  has  failed ; but  where  he  has 
failed  it  has  not  been  because  he  did  not  take  sufficient  no- 
tice of  the  exceptions  to  his  own  rules,  but  because  he  be- 
lieved he  had  found  exceptions  to  his  own  rules  that  did  not 
really  exist.  Smith  failed  there  mainly  because  he  had  not 
sufficient  confidence  in  the  truth  of  the  doctrines  which  he 
laid  down,  and  admitted  exceptions  which,  I think,  we  all  of 
us  are  familiar  with,  to  those  rules,  but  which  were  not 
really  so.  I would  mention  one  or  two  instances  merely  by 
way  of  illustration.  Take  the  case  of  rent.  We  all  know 
that  the  matter  in  which  Adam  Smith  most  signally  wan- 
dered away  from  that  which  we  now  conceive  to  be  the  true 
rule  of  Political  Economy  was  the  matter  of  rent  ; that  he 
believed  rent  to  be  an  element  of  value ; and  yet  if  you  will 
read  Smith’s  chapter  on  Rent,  instead  of  looking  at  the  rent 
of  land,  with  regard  to  which  his  mind  was  in  some  degree 
biassed  and  influenced  by  some  special  circumstances,  and 
read  what  he  says  about  mines,  you  will  find  in  that  very 
chapter  in  which  he  lays  down  a false  theory  as  regards 
land  he  lays  down  the  perfectly  true  theory  when  it  is  ap- 
plied to  mines.  If  you  look  also  at  his  general  principles, 
you  will  find  that  while  he  lays  down  that  rent  is  an  element 
of  value,  he  will  tell  you  in  another  place  that  the  value  of 
a commodity  depends  entirely  upon  the  quantity  of  labor 
that  is  required  to  produce  it,  and  he  thus  negatives  by  his 
own  great  generalization  the  exception  that  he  made.  I 
could  multiply  instances  if  it  were  necessary.  The  Usury 
Law  is  another  case.  Adam  Smith  thought  that  high  in- 
terest would  only  be  paid  by  spendthrifts  and  prodigals,  and 
that  this  should  be  forbidden,  while  he,  throughout  the  whole 
of  his  work,  fulminates  against  any  such  attempt  in  any  way 
to  check  the  freedom  of  any  man  to  invest  his  capital  as  he 
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thinks  best.  In  the  same  way  with  regard  to  the  Navigation 
Laws,  nothing  could  be  stronger  than  Adam  Smith’s  views 
with  regard  to  the  right  of  merchants  to  deal  with  whom 
they  please,  or  in  what  ships  they  please,  and  with  what 
men  they  please  ; but,  at  the  same  time,  you  will  find  that 
Adam  Smith  is  an  advocate  for  the  Navigation  Laws.  I 
quote  these  things,  in  the  first  place,  because  it  is  right  that 
we  should  not  be  indiscriminate  in  our  laudation,  and  should 
look  at  both  sides  of  the  question  ; but  I quote  them  mainly 
for  this  purpose,  to  show  you  how  just,  how  wise,  how  prac- 
tical and  true  were  Adam  Smith’s  generalizations,  and  that 
the  principal  errors  that  he  has  committed  in  the  course  of 
his  long  and  arduous  work  really  consist  in  not  having  suffi- 
cient confidence  in  the  truth  of  the  generalizations  that  he 
had  made,  instead  of,  as  in  the  ordinary  case,  having  pressed 
his  generalizations  too  far.  I think  that  such  merits  as  I 
have  mentioned  amply  compensate  for  the  want  of  system 
in  his  work.  This  is  as  much  as  I have  thought  it  right  to 
say  with  regard  to  Adam  Smith’s  system. 

Now  I pass,  I hope  after  not  too  long  a digression,  to 
the  subject  which  is  more  immediately  committed  to  me  by 
the  Club,  and  that  is,  to  inquire  into  the  advantages  that 
we  have  already  reaped  from  the  labors  of  Adam  Smith, 
and  the  advantages  which  we  may  hope  to  reap  hereafter. 

Now  as  to  that,  so  comprehensive  are  the  principles  that 
Adam  Smith  lays  down,  so  clear  and  easily  understood  in 
their  generality,  that  I apprehend  that  one  great  merit  which 
we  may  fairly  ascribe  to  him  in  this,  that  he  really  has 
enabled  us  to  condense  the  whole  theory  of  wealth  and 
poverty  into  something  like  four  words.  I apprehend  that 
the  result  of  Adam  Smith’s  investigations  amounts  to  this, 
that  the  causes  of  wealth  are  two,  work  and  thrift  ; and  the 
causes  of  poverty  are  two,  idleness  and  waste  ; and  that 
these  will  be  found,  the  longer  you  reason  out  from  those 
simple  propositions  all  that  is  necessary  to  be  known,  and 
perhaps  almost  all  that  can  be  known,  with  regard  to  the 
subject  of  the  production  and  accumulation  of  wealth.  In 
the  chapter  on  the  Mercantile  System,  and  in  the  chapter 
on  the  Restrictions  of  Trade,  he  has  laid  down  those  prin- 
ciples which  have  revolutionized  the  whole  course  of  thought 
and  proceeding  with  regard  to  the  causes  of  wealth. 

Well  then,  gentlemen,  I think  I have  no  very  great  cViffi- 
culty  in  answering  the  question,  What  is  the  good  that  we 
have  derived  from  Adam  Smith  ? It  is  demonstrated  in  a 
passage  which  I have  no  doubt  is  familiar  to  every  reader, 
that  any  proceeding  on  the  part  of  a Government  which 
attracts  capital  to  a course  in  which  it  otherwise  would  not 
go,  or  repels  capital  from  a course  into  which  it  would  go, 
nriust  be  injurious,  because  every  man  is  the  best  judge  of 
his  own  interest,  and  in  doing  the  best  for  himself  he  is 
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doing  the  best  for  the  State.  Therefore  those  two  agencies, 
the  attractive  and  the  repellant  agencies,  being  eliminated, 
there  remains  as  the  only  agency  which  is  left,  perfect  and 
absolute  freedom.  That  is  the  principle  of  Adam  Smith  ; 
and  the  question,  of  course,  is  very  easy  to  answer.  What  are 
the  advantages  which  the  world  has  derived  from  that 
principle  ? 

Of  course  it  is  almost  impossible  for  us  to  imagine  at  the 
present  day  the  state  of  ignorance  in  which,  notwithstanding 
the  writings  of  many  most  admirable  persons,  Adam  Smith 
found  mankind  on  this  subject.  I will  only  mention  one 
instance  of  it,  and  that  is  a conversation  between  Dr.  John- 
son and  Mr.  Boswell,  on  the  “ Wealth  of  Nations,’*  and  this 
is  the  memorable  dictum  which  Dr.  Johnson  delivered  on 
the  subject  : “ As  for  mere  wealth,  that  is  to  say  money,  a 
man  cannot  increase  his  store  without  making  another 
poorer.”  That  is  what  the  sage  of  the  age,  who  in  the 
opinion  of  mankind  stood  far  above  Adam  Smith  at  that 
time,  thought  of  what  Adam  Smith  had  laid  down  as  the 
rule  for  obtaining  wealth.  It  seems  to  us  all  obvious,  now 
that  the  battle  has  been  won,  now  that  the  thing  has  been 
proved,  but  we  are  apt  to  forget  the  slough  in  which  people 
were  grovelling  until  he  raised  them  up  to  his  clear  and 
pure  conceptions  of  good  sense  and  justice. 

One  of  the  first  things  that  Adam  Smith  did,  that  we 
know  of,  was  that  he  made  a convert  of  Mr.  Pitt.  Mr.  Pitt,, 
as  Adam  Smith  said  himself,  was  as  well  acpuainted  with 
the  ‘‘  Wealth  of  Nations  ” as  Adam  Smith  was.  The  effect 
of  that  was  the  first  French  Treaty.  It  has  been  somewhat 
overclouded  from  the  miserable  events  which  succeeded  it  ; 
but  if  you  look  at  the  state  of  opinion  and  the  knowledge 
of  mankind  at  that  time,  I consider  it  one  of  the  most  won- 
derful and  glorious  effects  that  Adam  Smith  ever  produced. 
I trace  that  not  merely  by  inference,  but  directly,  to  Adam 
Smith.  There  is  no  doubt  that  Smith  and  Pitt  had  repeated 
conferences,  and  thus  he  entirely  imbued  Pitt  with  his  own 
notions.  It  is  impossible  to  say  what  a misfortune  it  was 
to  mankind  that  a minister  so  fitted  to  advocate  free  trade 
should,  by  unforseen  circumstances,  have  been  turned  into  a 
minister  of  war. 

We  must  skip  over  twenty  years  of  war,  and  then  we 
come  to  the  glimmering  of  the  dawn  which  Adam  Smith 
had  prepared  for  us.  We  come  to  Mr.  Huskisson  relaxing 
the  Navigation  Laws  and  doing  away  with  the  monopolies  in 
the  colonies,  and  then,  after  a severe  struggle,  in  which 
Adam  Smith  really  found  all  the  arguments,  we  come  to 
the  glorious  triumph  of  the  abolition  of  the  Corn  Laws.  I 
do  not  stop  to  dwell  on  these  things  ; I have  already  taken 
up  too  much  of  your  time.  The  modified  tariff  of  Sir 
Robert  Peel  was  an  enormous  stride  in  advance,  and  then,^ 
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I must  be  allowed  to  say,  the  measures  of  my  right  honor- 
able friend  who  occupies  the  chair  to-night  are  the  very 
crown  of  the  edifice.  I sincerely  grieve  to  say  he  left  noth- 
ing for  his  successors  to  do,  at  least  in  the  direction  of 
carrying  out  the  principles  of  Adam  Smith. 

I will  venture  to  point  to  a comparatively  small  matter, 
which  already  has  not  been  without  its  results — that  is,  the 
improvement  in  the  law  with  regard  to  the  aggregation  of 
capital,  collecting  small  capitals  together  so  as  to  make  one 
large  one,  which  we  interpret  by  the  name  of  limited  liability. 
That  again  was  in  the  true  spirit  of  Adam  Smith,  because  it 
was  removing  an  obstacle  to  men  investing  their  capital  as 
they  thought  it  best  and  most  prudent  to  invest  it.  I have 
no  doubt  that  a great  deal  more  might  be  said  as  to  the 
results  from  Adam  Smith  which  we  have  already  reaped,  but 
I have  taken  up  quite  time  enough,  and  I leave  it  for  tjiose 
who  are  better  informed  to  fill  up  the  hiatus. 

I come  now  to  the  more  difficult  question  of  the  future  ; 
and  here  I tread  upon  rather  thorny  ground.  It  is  well- 
known  that  the  French  Treaty  of  i860,  was  a treaty  made 
under  very  peculiar  circumstances,  by  which  great  advantages 
were  obtained  for  this  country  which  could  have  been  ob- 
tained in  no  other  way  but  by  means  of  a treaty.  I am  not 
therefore,  to  be  understood  as  saying  one  word  about  it,  or 
as  saying  that  it  would  or  would  not  have  been  condemned 
by  Adam  Smith  if  it  could  have  been  submitted  to  his  judg- 
ment ; but  I think  that  he  would  condemn,  and  condemn 
most  energetically,  that  which  has  followed  upon  it.  People 
seem  to  consider  that  because  the  relaxation  of  duties  be- 
tween England  and  France,  for  certain  reasons  which  I need 
not  further  allude  to,  with  regard  to  the  Government  regu- 
lations of  France,  was  carried  out  by  means  of  a treaty,  that 
therefore  it  is  impossible  to  take  off  duties  or  to  make  ad- 
vances in  the  direction  of  free  trade  without  having  a treaty. 
If  the  Club  will  allow  me  to  descend  so  far  from  the  dignity 
of  logic  and  of  biography  as  to  offer  an  illustration,  I will 
make  use  of  one  from  Mr.  Morier’s  novel  of  “ Hadji  Baba,” 
where  a gentlemen  falls  desperately  in  love  with  a lady,  and 
he  is  extremely  anxious  to  persuade  her  to  marry  him.  He 
consults  his  friend  as  to  how  he  managed  in  order  to  per- 
suade his  wife  to  marry  him.  His  friend  said  : “ Why,  sir,  it 
was  on  a rainy  morning,  going  to  church  under  an  umbrella  ; 
just  as  we  got  about  half-way  to  church  I proposed,  and  she 
accepted.”  This  gentlemen  with  incomparable  diligence, 
watches  for  his  opportunity,  he  purchases  an  umbrella,  he 
watches  Sunday  after  Sunday  for  a rainy  morning,  he  ac- 
companies the  lady  to  church,  and  he  proposes  to  the  lady 
and  is  most  enthusiastically  rejected.  That  seems  to  me  ex- 
actly like  the  error  of  foreign  countries  with  regard  to  this 
treaty.  The  essence  of  the  thing  is  not  in  the  treaty,  it  is  in 
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the  taking  off  the  duties  and  in  preventing  the  imposition  of 
duties.  It  is  a melancholy  delusion,  and  worse,  because  it 
prevents  these  things  being  done  if  people  suppose  that  a 
treaty  is  essential.  I think  that  Adam  Smith  would  have  ad- 
dressed them  something  in  this  manner.  He  would  have  said 
what  he  said  with  regard  to  the  mercantile  system  : ‘‘Gen- 
tlemen, the  object  is  consumption.  Production  is  only  good 
so  far  as  it  tends  towards  consumption;  consumption  is  the 
end,  production  is  the  means,  but  you  are  acting  as  though 
consumption  was  the  means,  and  production  was  the  end. 
You  say,  ‘ If  you  will  submit  to  the  misery  and  hardship  of 
consuming  our  productions,  we  will  submit  to  the  misery  and 
hardship  of  consuming  yours.*  **  That  is  the  language  which 
Adam  Smith  would  address  to  them  ; and  I only  hope  that 
whenever  arguments  of  this  kind  prevail,  due  regard  will  be 
paid  to  what  Adam  Smith  says  on  that  subject  in  his  chapter 
on  the  Mercantile  System.  And  this  is  the  most  extraordinary 
thing  about  him,  that,  with  his  higher  intellectual  prevision, 
he  has  anticipated  and  dealt  with  subjects  which  could  not 
possibly  have  been  supposed  to  have  been  in  his  mind  or  in 
the  mind  of  anyone  at  the  time  that  he  published  his  work. 

The  next  subject  that  I would  mention  is  that  of  Educa- 
tion. I am  inclined  to  think  that,  perhaps,  of  all  that  Adam 
Smith  has  written,  there  is  nothing  more  admirable  than  his 
chapter  upon  Education,  and  yet  I believe  that  there  is  no 
part  of  his  works  that  is  less  read,  or  that  has  exercised  less 
influence  on  the  transactions  of  mankind.  To  say  that  Adam 
Smith  is  ahead  of  the  present  age  in  this  matter  is  to  say 
nothing ; he  is  centuries  before  it.  He  attacked  the  doctrine 
of  promoting  education  by  endowments.  He  says,  “ If  you 
do  this  you  will  make  men  lazy,  and  they  will  not  work.* 
He  says,  “ If  you  will  give  money,  and  will  confer  degrees  as 
a bribe  to  go  to  a particular  university  or  a particular  place, 
they  will  go  there  for  that  purpose  and  for  that  only,  and 
you  dispense  people  from  the  necessity  of  teaching  well,  be- 
cause people  must  go  there.**  He  says  that  a young  man 
should  not  be  kept  to  a teacher  whether  he  teach  well  or  ill, 
and  that  he  should  be  at  liberty  to  find  anywhere  the  people 
who  can  teach  him  best.  He  says  if  you  have  scholarships, 
and  fellowships,  and  other  eleemosynary  benefactions  of  the 
kind,  those  should  not  be  connected  with  particular  places 
because  they  form  a bribe  to  people  to  go  to  those  places 
independently  of  whether  they  get  good  instruction  there  or 
not ; that  students  should  be  allowed  to  take  them  with  them 
wherever  they  go  if  they  have  once  fairly  earned  them  by 
competition.  He  says  that  a man  who  goes  to  a college,  if 
he  finds  that  he  is  not  well  taught  at  that  college,  should  be 
allowed  to  quit  that  college  and  go  to  another  where  he  may 
be  better  taught,  so  that  there  should  be  competition  be  . 
tween  college  and  college,  between  teacher  and  teacher,  and 
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between  pupil  and  pupil.  These  are  the  views  of  Adam 
Smith,  and  it  is  really  wonderful,  it  is  almost  incredible,  that 
a man  a hundred  years  ago  should  have  had  foresight  to  en- 
tertain them  and  to  express  them ; and  yet  I know  of  no 
part  of  his  works  that  is  less  read  or  has  been  less  practically 
applied  than  that,  and  if  I were  to  say  what  is  the  solitary 
result  that  has  come  of  all  his  wonderful  good  sense  and 
good  reasoning,  I would  point  to  the  speech  of  my  Right 
Honorable  friend  with  reference  to  putting  the  Income-tax 
upon  Charities. 

Then,  my  Lords  and  Gentlemen,  there  is  another  subject 
of  very  great  interest  indeed,  and  that  is,  the  question  of 
Unionism.  There  is  nothing  more  lamentable  in  these  times, 
when  we  have  for  so  many  years  enjoyed  the  full  light  of 
Adam  Smith’s  teaching  on  this  subject,  than  to  see  the  errors 
and  follies  into  which  those  people  are  led — such,  for  in- 
stance, as  the  rule  that  a man  shall  not  hold  a brick  and 
a trowel  in  the  same  hand ; that  you  shall  not  be  allowed 
to  get  your  stone  or  other  things  except  from  a particular 
place  ; that  you  shall  not  chase,  that  is,  that  you  shall  only 
work  at  a very  moderate  pace,  and  that  you  shall  not  attempt 
to  distinguish  yourselves  in  any  way  ; — all  contrivances  in 
order  to  waste  the  capital  of  the  master,  and  really,  in  the 
end,  to  injure  the  persons  whom  they  are  intended  to  benefit. 

1 apprehend  that  there  can  be  no  better  doctor  for  such  a 
disease  than  Adam  Smith.  I must  say  myself,  although  I 
have  sometimes  been  accused  of  rather  despairing  of  the 
working  classes,  that  in  this  case  I do  not  despair.  I believe 
that  as  education  spreads,  these  things  will  diminish  ; and  I 
have  the  greatest  possible  hope  that  as  Adam  Smith  has 
eaten  out  so  many  other  diseases  that  were  injuring  the  public, 
he  will  also  destroy  this.  I daresay  you  are  all  very  familiar 
with  the  celebrated  passage  of  Adam  Smith’s,  in  which  he  says,, 
in  a moment  apparently  of  despondency,  that  he  considers  that 
nothing  is  more  impossible  than  that  England  should  ever 
regain  free  trade,  and  that  we  must  sooner  expect  an  Oceana 
or  Utopia  than  that  free  trade  should  ever  find  its  way  to 
England.  He  underestimated  his  own  strength  ; free  trade 
has  found  its  way.  The  merchants  and  the  jobbers  of  those 
days  were  quite  as  stupid  and  quite  as  ignorant  with  regard 
to  the  advantages  of  free  trade  as  the  Trades-Union  men  of 
our  day  are  ; and  I do  not  the  least  doubt  that  in  course  of 
time,  as  instruction  is  diffused,  they  will  cast  aside  this  as 
the  merchants  and  other  classes  of  England  have  cast  aside 
Protection.  I think  it  is  one  of  the  most  interesting  facts  in 
the  history  of  Adam  Smith  to  find  that  after  all  that  he  had 
done,  after  all  the  light  that  he  had  poured  upon  this  sub- 
ject, after  the  firm  conviction  with  which  he  saturated  his 
own  mind,  he  felt  still,  after  all,  that  the  sons  of  Zeruiah 
were  too  strong,  that  he  could  not  hope  even  with  all  of 
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them  to  prevail.  How  gratifying  a thing  it  is  to  think  that 
in  this  alone,  of  almost  all  the  aspirations  and  views  of  this 
great  man,  he  has  been  most  fortunately  disappointed. 

I do  not  presume  to  go  further  in  the  way  of  prediction 
as  to  what  we  may  hope  for  the  future.  I cannot  help 
thinking  that  we  must  look  rather  to  the  negative  than  to 
the  positive  side,  at  least  at  present.  I can  imagine  that 
it  may  be  suggested  that  Adam  Smith  has  been  happier 
where  he  has  been  denouncing  abuses  than  where  he  has 
been  describing  the  results  of  his  principles.  It  is  a ques- 
tion upon  which  you  will,  of  course,  form  your  own  opinion. 
I do  not  myself  feel  very  sanguine  that  there  is  a very 
large  field  — at  least,  according  to  the  present  state  of  men- 
tal and  commercial  knowledge  — for  Political  Economy  be- 
yond what  I have  mentioned  ; but  I think  that  very  much 
depends  upon  the  degree  in  which  other  sciences  are  devel- 
oped. Should  other  sciences  relating  to  mankind,  which  it 
is  the  barbarous  jargon  of  the  day  to  call  Sociology,  take 
a spring  and  get  forward  in  any  degree  towards  the 
certainty  attained  by  Political  Economy,  I do  not  doubt  that 
their  development  would  help  in  the  development  of  this 
science  ; but  at  present,  so  far  as  my  own  humble  opinion 
goes,  I am  not  sanguine  as  to  any  very  large  or  any  very 
startling  development  of  Political  Economy.  I observe  that 
the  triumphs  which  have  been  gained  have  been  rather  in 
demolishing  that  which  has  been  found  to  be  undoubtedly 
bad  and  erroneous,  than  in  establishing  new  truth  ; and 
imagine  that  before  we  can  attain  new  results,  we  must  be 
furnished  from  without  with  new  truths  to  which  our  prin- 
ciples may  be  applied.  The  controversies  that  we  now  have 
in  Political  Economy,  although  they  offer  a capital  exercise 
for  the  logical  faculties,  are  not  of  the  same  thrilling  import- 
ance as  those  of  earlier  days ; the  great  work  has  been  done. 
I will  conclude  by  saying,  that  if  you  consider  Adam  Smith 
in  his  literary  character  as  perhaps  the  very  best,  or  almost 
the  best,  prose  writer  in  the  English  language  ; if  you  con- 
sider him  in  his  scientific  character  as  having  been  the  only 
man  who  has  ever  been  able  to  found  a science  dealing  with 
the  conduct  of  mankind  in  their  transactions  with  each  other 
upon  a clearly  deductive  and  demonstrative  basis,  and  who 
has  established  the  truth  of  his  predictions ; and,  lastly,  if 
you  consider  him  as  the  benefactor  of  countless  millions, 
born  and  yet  unborn,  whom  he  has  delivered  from  the  most 
disgraceful  and  miserable  slavery — the  slavery  of  ignorance, 
stupidity,  and  blundering — you  will  3ay  that  there  is  no  one 
probably,  if  men  are  valued  not  according  to  show  and  glit- 
ter, but  according  to  the  solid  achievements  of  their  lives, 
who  is  more  worthy  of  our  admiration,  esteem,  and  venera- 
tion than  this  simple  Glasgow  Professor. 
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RELATION  OF  THE  VOLUME  OF  CURRENCY  TO 

PRICES. 

BY  B.  F.  NOURSE. 

[head  at  the  MBBTING  OP  THB  SOCIAL  SCIENCE  ASSOCIATION,  AT  SARATOGA,  SEPT.  7,  1876.) 

What  is  the  measure  of  effect  on  prices  by  an  expansion 
or  contraction  of  the  currency  ? 

This  question,  apparently  simple  and  easily  answered,  con- 
tains a complex  and  difficult  problem.  By  Americans  of  this 
generation  it  is  considered  with  reference  to  an  irredeemable, 
redundant,  and,  of  course,  depreciated  currency.  We  will 
consider  it  chiefly  with  reference  to  those  conditions. 

Given  an  existing  outstanding  currency  of  four  hundred 
million  dollars  ; gold  at  ten  per  cent,  premium  ; and  prices 
in  common  average  twentv  per  cent,  above  the  gold  value 
level.  Suppose  the  currency  suddenly  increased  by  the 
addition  of  one  hundred  millions,  or  twenty-five  per  cent,  of 
former  amount,  what  should  be  the  effect  on  prices  ? Is 
there  any  rule,  known  or  to  be  derived  from  experience  or 
by  process  of  reasoning,  whereby  the  measure  of  effect  can 
be  computed  or  stated  in  advance  of  the  fact  ? Again,  sup- 
pose the  existing  four  hundred  millions  of  currency  to  be 
reduced  by  the  withdrawal  and  cancellation  of  one  hundred 
millions  of  it,  what  should  be  the  effect  on  prices  under  the 
previous  conditions  mentioned  ? Is,  or  can  there  be,  any  rule 
whereby  the  measure  of  effect  can  be  anticipated  ? 

The  common  impression,  shared  by  many  thoughtful  writers 
on  finance  and  currency,  is  that  when  the  volume  of  four 
hundred  millions  is  expanded  to  five  hundred  millions,  the 
average  level  of  prices  will  be  raised  in  the  same  degree,  or 
twenty-five  per  cent.,  and  when  the  total  of  four  hundred 
millions  is  contracted  to  three  hundred  millions,  that  prices 
will  be  reduced  in  the  same  measure,  /.  to  only  three- 
fourths  of  what  they  were  before  the  contraction. 

Just  that  measure  of  effect,  in  either  case,  is  possible  under 
some  remarkable  concurrence  of  circumstances,  but  only  pos- 
sible. Dependent*  upon  conditions,  no  one  of  which  can  be 
foreknown  in  its  actual  force  or  bearing,  the  degree  of  effect 
of  expansion  or  contraction  of  currency  on  prices  cannot  pos- 
sibly be  predetermined. . Truth  of  statement  can  go  no  fur- 
ther in  this  direction  than  to  say  generally  that  an  expansion 
of  currency  will  enhance  prices,  and  a contraction  of  currency 
will  depress  them  ; and  even  this  rule  of  tendency  may 
exceptionally  fail. 

The  possible  variety  of  circumstances  under  which  any 
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change  in  the  amount  of  currency  may  be  made,  is  without 
limit.  These  circumstances  may  relate  to  the  condition  of 
the  Government  issuing  the  currency,  its  credit,  resources, 
and  apparent  financial  policy,  or  to  the  habits,  business,  and 
wealth-producing  power  of  the  people  ; and  the  depreciation 
of  the  currency  may  be  influenced  more  by  the  confidence  or 
distrust  inspired  by  them  than  by  the  greater  or  less  amount 
of  the  currency.  Unceasing  change  attends  these  circum- 
stances and  their  relative  force  and  influence,  independent 
of  the  amount  of  the  currency,  as  well  as  in  their  relation 
to  it. 

There  is  an  aggregate  value  of  salable  property  vast  in 
amount,  to  be  affected  by  expansion  or  contraction  of  the 
currency,  so  far  as  such  change  has  effect  on  prices  ; for  all 
of  this  aggregate  value  is  the  subject  of  price. 

What  is  this  aggregate  of  transferable  values  at  any  given 
time,  counted  in  all  its  forms  and  duplications,  together  with 
so  much  ,of  the  credits  based  on  that  property  as  require  the 
use  of  currency  in  their  liquidation  and  clearings,  during  the 
period  of  effect  ? Ignorant  of  the  actual  amount  of  values, 
let  us  assume,  for  that  period  before  the  panic  in  1873,  when 
inflation  of  prices  was  at  the  highest,  when  the  currency  was 
unchanged  since  1868,  and  when  business  of  all  sorts  was  in 
great  activity,  the  sum  of  three  thousand  five  hundred  mil- 
lions. The  currency  then  being  about  seven  hundred  mil- 
lions, the  proportion  of  values  to  currency  was  five  to  one. 
If  an  increase  in  the  currency  is  attended  by  proportionate 
increase  in  prices,  then  the  addition  of  one  hundred  millions 
(or  one-seventh)  to  the  currency  would  have  raised  the  sum 
of  values  one-seventh,  to  four  thousand  millions.  By  the 
same  rule  of  proportion  and  parity  of  reasoning,  a contrac- 
tion of  the  currency  one-half,  or  to  three  hundred  and  fifty 
millions,  should  have  reduced  the  sum  of  values  to  one 
thousand  seven  hundred  and  fifty  millions,  a sum  far  less 
than  their  gold  value, — which  was  impossible. 

While  average  prices  in  this  country  were  kept  very  high 
in  the  five  years  preceding  the  panic,  the  prices  of  the  chief 
articles  of  export  — cotton,  breadstuffs,  etc. — were  nearly 
adjusted  by  their  value  abroad  in  competition  with  similar 
productions  of  other  countries,  and  on  a much  lower  plane, 
in  currency,  than  the  average  of  other  prices.  In  October, 
1873,  when  the  panic  was  at  its  worst  and  currency  most 
scarce  (by  a contraction  which  will  be  referred  to  again), 
the  crops  of  those  articles  of  principal  export  were  moving 
to  market  under  great  pressure  to  sell  them.  Very  little 
foreign  exchai^e  could  be  negotiated,  and  that  at  great 
depreciation.  The  gold  premium  had  fallen  to  six  or  seven 
per  cent.  Prices  of  cotton,  wheat,  and  other  exportable  pro- 
ductions, were  much  depressed  by  these  severe  circumstances. 
Yet  the  decline  was  not  probably  more  than  twenty-five  per 
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cent,  when  gold  began  to  flow  in  from  Europe  in  exchange 
for  them,  or  for  the  bills  drawn  against  them.  They  had 
fallen  so  low  that  gold  came  for  them  regardless  of  Ameri- 
can debt  to  Europe.  The  course  of  exchange  commanded  — 
and  gold  obeyed  the  command  — in  the  panic  of  1873,  as  a 
like  command  was  obeyed  in  1861,  just  as  the  war  of  seces- 
sion was  opening.  In  both  cases  American  credit  was  violently 
shaken,  yet  gold  moved  under  the  law  of  exchange,  and  that 
was  made  applicable  by  the  attraction  of  prices.  Be  it 
remembered,  too,  that  in  October,  1873,  there  was  a great 
contraction  of  the  currency,  not  by  Act  of  Congress,  but 
under  a higher  law.  Gold  in  the  miser's  hoard  is  as  useless 
to  business  as  if  in  its  native  quartz  bed.  So  of  all  currency 
withdrawn  from  the  ordinary  channels  of  business  and  laid 
aside.  In  the  panic  a portion  of  the  paper  currency,  esti- 
mated to  be  more  than  half  of  the  whole  amount  in  issue, 
was  rendered  utterly  unavailable  for  trade,  exchanges,  and 
other  ordinary  uses.  In  practical  effect,  as  well  as  in  actual 
fact,  it  was  as  if,  for  the  brief  period  of  stringency,  one-half 
of  all  the  seven  hundred  millions  of  greenbacks  and  bank 
currency  had  been  called  in  and  destroyed,  and  so  far  worse, 
that  in  the  latter  case  the  destruction  by  law  of  one  hun- 
dred and  fifty  millions  bank  notes  would  have  set  free  one 
hundred  and  sixty-six  millions  of  bonds,  such  as  would  com- 
mand capital  at  will.  Here  was  a practical  demonstration  of 
the  limited  effect  on  prices  by  actual  contraction  of  cur- 
rency, in  a time  of  panic,  too,  when  exaggerated  depression 
was  to  be  expected. 

To  spread  the  increase  of  one  hundred  millions  currency 
over  the  surface  of  three  thousand  five  hundred  millions  of 
aggregate  value,  and  say  the  enhancement  of  price  will  be 
only  one  thirty-fifth,  or  about  three  per  cent.,  would  be  even 
further  from  the  truth. 

In  the  darkest  financial  period  of  the  late  civil  war,  July, 
1864,  two  hundred  and  eighty-five  greenback  dollars  were 
required  for  the  purchase  of  one  hundred  gold  dollars. 
Within  ten  months  thereafter  one  hundred  and  thirty  green- 
back dollars  would  buy  one  hundred  gold  dollars.  In  the 
ten  months  the  volume  of  outstanding  currency  had  been 
increased  by  hundreds  of  millions.  Herein  is  complete 
denial  of  any  constant  proportion  between  the  depreciation 
of  the  currency  by  over-issue  and  the  gold  premium.  Equally 
there  is  proof  of  the  influence  of  confidence  in  the  prevailing 
estimate  of  the  gold  value  of  the  currency.  The  greenback 
dollar  had  risen  from  thirty-five  cents  gold  in  July,  1864,  to 
seventy-seven  cents  gold  in  May,  1865.  Five-sixths  of  the 
depreciation  existing  when  the  result  of  the  war  seemed 
most  doubtful  in  the  estimation  of  financiers,  disappeared  as 
soon  as  the  same  financial  opinion  recognised  the  triumph 
>f  the  federal  government.  The  appreciation  of  the  currency 
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was  one  hundred  and  twenty  per  cent,  in  the  face  of  its 
increase  of  volume.  The  average  fall  in  prices  (excluding 
exceptional  articles  especially  affected  by  the  war)  during 
the  same  ten  months,  did  not  probably  exceed  twenty-five 
per  cent.  Besides  the  expansion  of  the  currency,  this  same 
period  witnessed  the  largest  expansion  of  the  public  debt  for 
any  equal  period  ; the  cost  and  waste  of  war  had  already 
counted  up  in  thousands  of  millions  dollars,  and  hundreds 
of  thousands  of  lives  yet  more  precious,  but  this  period  had 
added  fearfully  to  both  ; yet  with  the  confidence  born  of 
success  came  the  appreciation  of  the  currency  as  stated. 

Average  prices  were  considerably  lower  in  the  winter  of 
1865-6  than  in  the  winter  of  1864-5,  notwithstanding  the 
great  increase  in  the  amount  of  the  currency.  There  were 
reasons  for  it  : ( i ) the  increased  purchasing  power  of  a paper 
dollar  by  its  appreciation  ; ( 2 ) the  practical  withdrawal 
from  use  as  currency  of  the  7-30  and  compound  interest 
notes,  which  had  been  laid  aside  by  capitalists  as  invest- 
ments ; ( 3 ) the  cessation  of  enormous  purchases  of  supplies 
for  war  purposes,  and  sales  of  surplus  stores  by  the  Govern- 
ment ; and  ( 4 ) the  general  expectation  of  the  people  in  their 
simple  honesty,  that  immediately  upon  the  close  of  the  war 
(**at  the  earliest  period  practicable  *’ ),  Congress  would  take 
measures  and  provide  adequate  means  to  redeem  the  prom- 
ises made  during  the  war,  and  pay  or  fund  the  floating  debt 
of  the  Treasury.  (Speaking  of  the  average  decline  in  prices 
at  the  close  of  the  war,  exception  should  be  made  of  those 
articles  of  which  the  South  was  the  usual  source  of  supply, 
made  scarce  and  dear  by  the  war,  and  manufactures  from 
these  articles — the  price  of  which  declined  far  more  than 
the  average  prices.) 

Of  the  above-mentioned  reasons  why  prices  declined  against 
the  inflating  influence  of  an  enlarged  currency,  the  expec- 
tation of  an  early  return  to  specie  payments  was  the  most 
potent.  The  fitness  of  the  opportunity  wonderfully  concurred 
with  the  plain  duty  and  declaration  of  purpose  to  return  to 
specie  payment — an  inevitable  effect  then  of  retiring  the  out- 
standing Treasury  notes.  Business  had  been  so  conducted 
during  the  war,  upon  a cash  basis,  that  very  little  private 
debt  by  solvent  persons  or  corporations  existed.  Banks, 
bankers  and  other  capitalists  had  the  greater  part  of  their 
funds  invested  in  national  obligations,  which  were  rapidly 
rising  in  value  at  home  and  in  Europe.  The  foreign  demand 
for  them  made  the  course  of  exchange  in  our  favor,  and 
opened  to  us  a command  of  the  surplus  of  gold  of  the 
world,  if  we  would  treat  it  as  money.  Most  of  the  gold 
held  here  in  i860,  or  a nearly  equal  amount,  remained  here 
in  1865,  and  later,  until  it  became  clear  that  Congress  would 
not  provide  for  paying  off  the  forced  loan  at  any  early  day. 
The  State  banks  were  rapidly  withdrawing  the  remaining 
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ninety  millions  of  their  circulation,  to  avoid  the  ten  per  cent, 
tax,  and  the  national  banks  had  then  (October,  1865,)  issued 
less  than  one  hundred  and  seventy-five  millions  of  their 
notes,  to  protect  which  they  held  many  times  that  amount  in 
Government  securities,  to  be  made  worth  more  than  par  in 
gold  by  the  simple  act  of  taking  up  the  floating  debt  of  the 
Treasury.  Besides  all  these  concurring  favorable  circum- 
stances, which  would  have  made  the  act  one  of  great  public 
and  private  benefit,  good  faith  and  common  honesty  required 
it,  even  at  great  sacrifice. 

The  confidence  of  the  people  that  Congress  would  have 
political  sagacity  and  faithfulness  to  do  this  righteous  thing 
was  misplaced  indeed,  but  for  some  time  it  had  a depress- 
ing effect  on  prices.  By  neglect  and  delay  of  decisive  action 
the  opportunity  was  lost.  The  spirit  of  speculation,  fully 
aroused  during  the  war  by  the  immense  disbursements  of 
the  Government  and  its  large  contracts  ; still  more  favored 
by  the  lowered  moral  tone  in  public  and  private  life  always 
produced  by  a great  and  protracted  civil  war,  asserted  itself 
in  and  out  of  Congress,  not  openly  but  insidiously.  Fidelity 
to  past  pledges  of  public  faith  was  pledged  again  by  reso- 
lution of  Congress  and  by  the  platform  of  the  dominant . 
party.  A policy  of  legal  tender  contraction  was  authorized 
under  the  persuasion  of  Secretary  McCulloch,  and  followed 
for  some  months  in  a slow  and  feeble  way,  keeping  the  word 
of  promise  to  the  ear,  while  it  was  breaking  to  the  hope 
by  four-fold  greater  expansion  of  bank-note  currency,  and 
the  rapid  process  of  substituting  private  debt  in  the  banks 
for  the  Government  debt,  in  which  their  loanable  capital  had 
been  invested.  Very  soon  the  speculative  spirit  became  the 
controlling  power ; even  the  pretence  of  contraction  was 
abandoned  in  1868  ; all  restraint  upon  the  expansion  of  pri- 
vate and  corporate  debt  was  removed  ; senators  and  repre- 
sentatives, who  had  advocated  sound  principles  of  finance  in 
1866-7,  became  open  advocates  of  currency  extension  in  1869 
and  later.  The  line  of  demarkation  between  right  and  wrong 
seemed  lost  to  sight,  and  the  great  question  which  involved 
the  honor  and  welfare  of  both  Government  and  people  was 
pushed  aside  or  feebly  discussed  as  if  it  had  no  moral 
character  to  be  considered. 

Congress,  having  all  the  power  to  act  and  the  responsi- 
bility that  goes  with  power,  did  nothing  to  check  the  fear- 
ful drift,  after  accelerating  it  by  the  resolution  of  1868,  for- 
bidding further  contraction  of  greenbacks.  The  result  was 
inevitable.  It  came  in  the  crisis  of  1873  and  its  conse- 
quences, the  end  of  which  no  man  can  yet  see.  Since  the 
crash  came,  and  when  the  difficulties  of  the  work  had  been 
increased  a hundred  fold.  Congress,  under  the  lead  of  some 
true  and  earnest  men,  has  attempted  the  work  of  restor- 
ation. 
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Prices,  having  declined  at  the  end  of  the  war  as  before 
stated,  gradually  recovered  a higher  average  when  it  became 
clear  that  all  the  efforts  of  Congress  for  the  liquidation  of 
the  demand  debt  of  the  Treasury  would  be  exhausted  in 
haw  not  to  do  it''  This  higher  level,  with  fluctuations  from 
changes  in  supply  and  demand,  continued  until  the  money 
stringency  occurred  in  the  business  season  1872-3,  preceding 
and  foreshadowing  the  panic  of  the  Autumn  following. 
Because  of  our  high  prices  foreign  goods  flooded  our  mar- 
kets in  exchange  for  our  cheap  gold,  which  at  twelve  to 
sixteen  per  cent,  premium  left  rich  profits  to  the  foreign  pro- 
ducer, after  paying  our  high  duties ; and  in  exchange  for 
national.  State  and  corporation  bonds,  which  were  still 
cheaper,  if  proving  to  be  good.  It  follows  that  the  average 
gold  premium  must  have  failed  to  measure  the  inflation  of 
average  prices  by  twenty-five  to  forty  per  cent,  during  this 
period,  else  the  large  importation  of  foreign  goods  could  not 
have  been  continued. 

Now  we  have  the  gold  premium  only  five  or  six  per  cent, 
lower  than  during  that  inflation  period  ; and  in  Europe  a 
great  reduction  in  the  cost  of  such  goods  as  then  found  so 
large  market  in  this  country,  yet  their  importation  has 
greatly  fallen  off  and  is  decreasing  year  by  year.  The  reduc- 
tion is  caused  by  the  fall  in  our  prices,  which  are  no  longer 
remunerative,  though  returns  are  made  more  favorable  by 
the  lower  gold  premium,  and  prices  are  universally  lower 
throughout  Europe. 

Here  we  are  confronted  by  the  fact  that  there  has  been 
no  material  change  in  the  amount  of  outstanding  currency 
in  the  long  period  from  1867-8,  when  the  7-30  and  com- 
pound interest  notes  were  retired  and  soon  replaced  by 
national  bank  notes,  down  to  the  past  year  when  the  cur- 
rency has  been  reduced  some  fifty  millions  by  the  surrender 
of  bank  circulation  and  withdrawal  of  legal  tenders  ; yet  in 
that  period,  prices,  after  years  of  extraordinary  inflation, 
have  fallen  very  low  — of  many  articles  lower  than  ever  before 
known.  In  the  amount  of  currency  there  is  substantially  no 
difference  between  the  high-price  period  1869-72  and  the 
present  period  of  extreme  depression. 

This  fact  seems  to  prove  conclusively  that  prices  do  not 
depend  alone  or  chiefly  on  the  volume  of  currency. 

A true  money  currency  must  be  one  conformed  to  the 
standard  of  the  world  in  its  international  relations  — of  sus- 
tained gold  value,  its  paper  portion  infallibly  redeemable  in 
gold.  England  has  such  a currency.  Germany,  the  most 
progressive  nation  of  the  day,  is  getting  one.  Such  would 
be  our  currency  if  its  paper  portion  were  made  exclusively 
of  United  States  Treasury  notes,  and  these  were  made  as 
surely  redeemable  in  gold  on  demand  as  are  the  Bank  of 
England  notes.  Now  our  currency  consists  of  certificates  of 
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national  debt  not  redeemable,  and  bank  notes  redeemable  in 
those  certificates  ; both  regarded  as  ultimately  good  because 
carrying  the  Government  pledge  of  payment,  but  depre- 
ciated in  past  years  by  lack  of  a fixed  date  and  method 
for  its  performance,  and  now  appreciating  under  the  definite 
promise  of  the  Act  of  January,  1875,  though  slowly,  because 
the  promise  does  not  carry  with  it  a provision  of  means  for 
its  assured  performance. 

When  the  currency  is  redeemable  or  of  gold  value,  and  its 
amount  adjusted  to  the  business  of  the  country  (such  a 
currency  is  always  self-regulating,  self-adjusting),  its  sudden 
increase,  without  corresponding  increase  of  production  and 
trade,  must  tend  to  inflation  of  prices  : but  in  less  degree 
and  of  less  duration  than  when  the  currency  is  depreciated. 
The  advance  in  prices,  when  so  stimulated,  checks  export 
and  other  trade,  and  brings  about  an  adverse  course  of 
exchange.  Gold  is  drained  away ; free  or  loanable  capital 
becomes  scarce  ; and  trade  and  manufactures  soon  feel  the 
pressure.  Then  prices  break  down  ; labor  and  its  products 
are  cheapened  ; exports  and  trade  revive ; the  course  of 
exchange  becomes  favorable,  gold  flows  in  again,  capital  is 
set  free,  money  cheapens  to  the  borrower,  and  business 
resumes  its  usual  course. 

It  would  be  a mistake  in  terms  to  speak  of  the  contrac- 
tion of  a sound  or  redeemable  currency.  But  there  is  some- 
times a condition  of  affairs  when  business  has  been  widely 
extended,  with  the  usual  accompaniment  of  increased  debt, 
so  that  the  supply  of  currency  seems  inadequate  to  the  need, 
and  the  relative  effect  is  like  that  of  actual  contraction.  For 
the  time  there  is  not  money  enough  available.  As  free  capi- 
tal can  always  command  its  representative,  money,  it  follows 
that  this  condition  is  one  of  scarcity  of  free  capital.  Infla- 
tion of  prices,  increase  of  business  debt  as  negotiable  paper, 
and  other  absorbents  of  capital,  have  fixed  or  locked  up  so 
much  of  it  that  the  loanable  portion  remaining  is  insuf- 
ficient. Pressure  falls  upon  trade  and  manufactures,  and 
here  as  in  the  other  case  the  process  of  recovery  is  by  the 
way  of  lower  prices,  reversed  exchange,  inflow  of  gold, 
capital  set  free,  and  return  to  the  usual  course  of  business. 
The  remedy  is  self-acting  and  sure  when  the  currency  is 
good,  excepting,  of  course,  extraordinary  cases  like  those 
from  war,  pestilence  or  famine,  or  the  arbitrary  interference 
of  Government. 

No  quality  of  currency  can  exempt  any  people  from  the 
ill  consequences  of  excesses  of  any  kind,  but  the  beneficence 
of  a good  currency  limits  their  extent  and  duration. 

Other  things  being  equal  (as  they  never  are  in  two  cases), 
the  more  a currency  is  already  depreciated,  the  greater  will 
be  the  inflation  of  prices  by  a given  per  centum  of  increase 
in  its  volume ; and,  conversely,  the  greater  the  previous 
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depreciation  of  currency,  the  greater  will  be  the  decline  in 
prices  caused  by  a contraction  of  its  volume,  by  reason  of 
its  higher  purchasing  power.  But  in  either  case,  of  increase 
or  reduction  of  the  currency,  there  is  no  necessary  parallel 
of  proportion  between  the  change  in  its  volume  and  the 
course  of  prices.  The  power  of  confidence  as  opposed  to 
distrust  under  any  given  conditions,  is  impossible  of  predic- 
tion. Then,  possible  conditions,  infinite  in  variety  and  rela- 
tion— of  supply  and  demand,  of  activity  or  dulness,  of 
higher  or  lower  credit,  of  good  or  bad  harvests,  of  inter- 
national relations,  are  all  beyond  foresight.  Yet  each  may 
have  power  to  defeat  or  modify  any  presupposed  effect  of 
an  increase  or  diminution  of  the  currency  on  prices. 

The  conclusion  seems  to  be  irresistible  that  there  is  no 
constant  or  even  general  relation  of  prices  to  the  amount  of 
currency  in  issue,  whether  redeemable  or  depreciated,  and 
that  no  rule  of  proportion  between  them  can  be  stated. 

What  is  the  practical  bearing  of  this  conclusion  ? 

Nearly  all  arguments  for  and  against  contraction  of  the 
currency,  as  a means  to  specie  payment,  have  carried  the 
admission  or  assertion  that  contraction  must  of  necessity 
depress  prices.  Its  advocates  urge  the  sacrifice  for  the  sake 
of  the  benefits  to  follow.  Its  opponents,  even  of  the  class 
who  desire  a return  to  specie  payments,  are  in  dread  of 
further  depression  and  of  further  disability  of  debtors  to 
meet  their  liabilities. 

It  becomes  then  of  the  highest  importance  to  show  that 
stagnation  in  business,  continued  downward  tendency  of 
prices,  and  increased  disability  for  both  consumption  and 
payment  of  debts,  may  consist  with  redundant  currency  and 
because  of  its  redundancy  ; also,  that  industry  may  be  quick- 
ened, consuming  power  be  increased,  capital  and  labor 
find  better  employment,  average  prices  be  advanced,  and 
the  ability  of  debtors  increased,  not  only  in  coincidence 
with  a contraction  of  the  currency,  but  as  a consequence 
of  it.  Under  certain  circumstances  these  propositions  are 
true,  and  those  circumstances  now  exist.  The  quantity  of 
currency  has  by  its  excess  reversed  the  ordinary  effect  to 
enhance  prices,  because  of  its  subjection  to  the  superior 
consideration  of  quality  in  the  command  of  confidence.  The 
candidates  for  the  Presidency,  and  the  platforms  of  both 
parties,  have  declared  that  a restoration  of  a sound  currency 
redeemable  in  coin  is  necessary  to  the  highest  prosperity  of 
the  people.  Contraction  is  a pre-requisite  to  redemption. 
Hence  the  importance  of  the  conclusion  that  contraction  will 
not  necessarily  cause  a further  hurtful  reduction  in  prices. 
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THE  BANK  CLERKS*  MUTUAL  BENEFIT  ASSOCIA- 
TION OF  NEW  YORK. 

The  eighth  annual  meeting  of  the  Bank  Clerks*  Mutual 
Benefit  Association  of  this  city,  was  held  at  Association  Hall, 
on  the  evening  of  December  yth,  the  Hon.  W.  E.  Dodge  in 
the  chair.  After  a brief  address  by  the  chairman,  the  annual 
report  was  read  by  Mr.  C.  H.  Dummer,  President,  from  which 
we  ascertain  that  the  Association  is  in  a highly  prosperous 
condition.  During  the  eight  years  of  its  existence  there  has 
been  paid  to  the  families  of  deceased  and  disabled  members, 
$78,741,  and  there  is  now  a permanent  fund  and  accrued 
interest  of  $69,465.34,  which,  with  cash  in  the  hands  of  the 
Treasurer,  makes  an  aggregate  of  $72,258.18.  There  has  been 
paid  during  the  past  year,  on  claims  arising  from  death, 
$14,300,  and  to  disabled  members,  $1,750.  There  is  held  in 
trust  for  disabled  members,  $ 2,750,  and  the  relief  fund,  for 
the  payment  of  the  dues  of  members  out  of  employment, 
amounts  to  $130.35.  There  has  been  collected  for  dues  and 
assessments  during  the  year,  $ 14,703.50,  and  for  interest, 
$4,478.70.  The  donations  received  during  the  year  amount 
$3>337»  including  $2,000  received  from  Mrs.  A.  T.  Stewart. 
The  membership  is  now  1,079,  total  expenses  of  the 

Society  for  the  year  have  been  $1,187.89,  including  $300 
salary  paid  the  Financial  Secretary. 

An  able  and  interesting  address  was  delivered  by  Rev. 
Joseph  T.  Duryea,  D.  D.,  of  Brooklyn,  of  which,  on  motion  of 
Mr.  W.  E.  Dodge,  the  Association  was  requested  to  print,  at  his 
expense,  10,000  copies  for  general  distribution.  The  exercises 
of  the  evening,  already  sufficiently  interesting  in  themselves, 
were  further  enlivened  by  excellent  music  from  the  Apollo 
Club,  under  the  direction  of  Mr.  W.  T.  Williams,  and  some 
choice  arias  and  ballads  by  Madame  Julie  de  Ryther.  We 
congfratulate  the  Association  on  its  continued  prosperity. 

The  annual  election  of  the  Association  was  held  on  Tues- 
day, Dec.  12,  at  the  Merchants*  Exchange  National  Bank. 
The  following  officers  were  elected  for  1877  : President, 
Walter  Coggeshall ; Vice-President,  T.  W.  S.  Middleton ; 
Recording  Secretary,  Fernando  Bakes ; Financial  Secretary, 
John  H.  Brennen  ; Treasurer,  R.  W.  Swan  ; Directors,  J.  C. 
Parsons,  E.  D.  Butler,  and  E.  T.  Hulst. 
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BANKERS’  MUTUAL  BENEFIT  ASSOCIATION  OF 
PITTSBURGH. 

The  third  annual  meeting  of  the  Bankers  and  Bank  Clerks’ 
Mutual  Benefit  Association  of  the  city  of  Pittsburgh  was  held 
at  the  Chamber  of  Commerce  on  Monday  evening,  Novem- 
ber 20th,  1876.  The  president,  Mr.  Wm.  M.  Riddle,  was  in 
the  chair,  Mr.  John  T.  Woods  being  Secretary.  The  report 
of  the  Board  of  Management  for  the  year  was  read,  with  the 
reports  of  the  Corresponding  Secretary  and  Treasurer.  From 
these  the  condition  of  the  Association  is  seen  to  be  a pros- 
perous one  — the  fund  has  increased,  the  membership  is 
enlarged,  and  the  progress  of  the  year  is  quite  satisfactory. 
The  number  of  members  is  now  no,  a net  gain  of  six  for 
the  year ; two  members  have  died,  and  four  have  been 
dropped  from  the  list  for  non-payment  of  dues.  There  are 
also  ten  honorary  members.  There  has  been  paid  within  the 
year  $1,000  for  losses  by  death,  $500  to  the  family  of  each 
deceased  member — notwithstanding  which  the  Treasurer’s 
report  shows  a gain  of  $253.09.  the  balance  of  cash  on 
hand  being  $1,783.07. 

The  Board  of  Management  expect  to  make  a personal 
appeal  to  every  bank  officer  and  employ^  in  the  city,  and 
further  to  call  upon  banks  and  banking  institutions  for 
assistance,  through  which  means  they  hope  to  carry  out,  at 
an  early  day,  the  original  project  of  providing  a reading- 
room  and  library,  giving  to  the  Association  a place  for 
business  and  social  meetings. 

The  election  of  officers  for  1877  followed  the  reading  of 
the  reports,  the  following  gentlemen  being  chosen  : 

President^  William  N.  Riddle ; Vice  President^  W.  H.  Dennis- 
ton  ; Recording  Secretary^  John  T.  Woods  ; Corresponding  Secre- 
tary, Charles  G.  Milnor ; Treasurer,  Robert  Wardrop. 

The  praiseworthy  character  of  these  associations,  and  their 
right  to  be  abundantly  sustained  by  the  financial  community 
which  each  represents,  are  well  evinced  by  the  following, 
which  precedes  this  report : 

“ The  objects  for  which  the  Association  was  formed,  are  to 
relieve  the  necessities  of  the  aged  and  disabled  ; to  benefit 
families  of  deceased  members ; to  afford  relief  in  sickness, 
when  necessary  ; to  assist  the  deserving  when  in  distress  ; to 
obtain  employment  for  members  who  may  be  out  of  situa- 
tions ; to  create  among  the  members  ties  of  friendship  and 
fraternity ; and  to  extend  such  other  assistance  as  the 
Association  may  from  time  to  time  determine.” 
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NATIONAL  BANKS  AND  MORTGAGE  SECURITY. 

SUPREME  COURT  OF  PENNSYLVANIA. 

Robert  Woods  v.  People’s  National  Bank  of  Pittsburgh. 

A mortgage  given  to  a National  Bank  to  secure  a pre-existing  debt  by  the  mortgagor,  and  to 
secure  a future  loan  to  him,  is  as  to  the  latter  ultra  vires. 

If  the  mortgaged  premises  be  sold,  the  proceeds  arising  therefrom  must  be  applied  in  discharge 
of  such  pre-existing  debt,  notwithstanding  such  proceeds  arose  from  a sale  by  tbc  sheriff. 

An  endorser  of  notes  held  by  a National  Bank,  secured  by  a mortgage,  has  a right  to  have  the 
proceeds  arising  from  a judicial  sale  of  the  mortgaged  premises  by  the  bank,  applied  to  the 
payment  of  such  notes  in  his  relief. 

Fowler  v.  Scully,  22  P.  F.  Smith  followed. 

statement  of  the  case. 

In  the  early  part  of  1870,  the  People’s  National  Bank  discounted  for  R.  L. 
McAboy  three  notes,  amounting  to  $ 7,000,  which  were  endorsed  by  Robert 
Woods.  The  bank  had  also  loaned  to  Mr.  McAboy  $ 5,055,  taking  his  own 
unendorsed  note.  These  notes  were  renewed  several  times,  until  about  August, 
1870,  when  Mr.  McAboy  applied  to  the  bank  for  a loan  of  $ 8,000.  The  bank 
agreed,  provided  he  secured  by  mortgage  the  four  notes  above,  including  enough 
to  cover  the  $8,000  loan,  to  lend  him  the  additional  amount,  taking  his  own 
unendorsed  notes  for  $4,000  each.  Accordingly,  about  the  ist  of  ^ptember, 
1870,  Mr.  McAboy  gave  the  bank  a mortgage  on  his  wife’s  property,  the  same 
being  her  separate  estate,  for  $40,000,  conditional  for  the  payment  of  $20,000, 
and  the  same  was  placed  on  record.  On  the  8th  of  September,  seven  days 
after  the  mortgage  was  recorded,  the  bank  placed  $8,000  to  Mr.  McAbo/s 
credit,  and  he  delivered  then  the  two  notes  for  $4,000  each.  None  of  the 
notes  having  been  paid,  proceedings  were  commenc^  hy  the  bank  to  foreclose 
the  mortgage.  The  property  was  sold  for  $ 13,816.66,  and  the  bank  subse- 
quently sued  Robert  Woods,  the  endorser,  on  his  three  notes.  The  case  was 
tried  in  the  Common  Pleas,  No.  i,  and  was  defended  on  the  ground  that  the 
bank  could  only  take  the  mortgage  for  the  three  notes,  and  the  $ 5,  055 
McAboy  note,  that  it  was  bound  to  apply  the  proceeds  of  the  Sheriffs  sale  to 
their  discharge,  and  that  the  proceeds  could  not  be  applied  to  the  liquidation  of 
the  $8,000  loan  because  that  was  not  a pre-existing  debt  as  provided  for  by 
the  act  of  Congress. 

The  court  charged  the  jury  that  the  defence  was  not  sufficient,  and  directed 
a verdict  to  be  found  for  the  plaintiff,  for  the  amount  of  the  three  notes  with 
interest. 

Opinion  of  the  court  by  Paxson,  J.,  filed  November  20,  1876. 

It  was  held  in  Fowler  v,  Scully,  22  P.  F.  S.  456,  that  the 
loaning  of  money  by  a National  bank  upon  mortgage,  or 
other  real  estate  security,  is  ultra  vires  and  forbidden  by  the 
act  of  Congress.  This,  of  course,  does  not  apply  to  the  case 
where  a bank  has  in  good  faith  taken  a mortgage  by  way  of 
security  for  a previous  existing  debt.  Such  case  comes  within 
one  of  the  express  exceptions  of  the  act  of  Congress.  It 
follows  therefore,  that  in  so  far  as  the  mortgage  of  Mrs. 
McAboy  to  the  People’s  National  Bank  of  Pittsburgh  was 
given  to  secure  money,  thereafter  to  be  loaned  to  her  hus- 
band, it  was  ultra  vires.  It  is  manifest  from  the  evidence 
that  the  loan  of  $8,000  to  Mr.  McAboy  on  or  about  the  8th 
of  September,  1870,  was  upon  the  faith  of  the  mortgage.  As 
to  the  loan,  the  mortgage  was  not  a valid  security.  But  it 
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was  good  as  to  the  indebtedness  of  Mr.  McAboy  to  the  bank 
existing  prior  to  its  execution,  amounting  to  about  twelve 
thousand  and  fifty-five  dollars.  For  $ 7,000  of  this  sum,  the 
bank  held  the  endorsements  of  the  plaintiff  in  error.  His 
contention  is,  that  the  bank  was  bound  to  apply  the  money 
received  from  a sheriff's  sale  of  the  mortgage  premises  to 
the  notes  held  by  it  at  the  time  the  mortgage  was  given. 
In  this  we  think  he  is  right.  As  the  endorser  of  Mr.  McAboy's 
notes  held  by  the  bank,  he  had  a right  to  call  upon  the  latter 
to  apply  the  money  to  the  payment  of  the  notes  for  which 
alone  the  mortgage  was  legally  held  as  security.  The  mort- 
gage was  as  much  for  his  benefit  as  for  the  bank.  The  latter 
has  no  right  to  apply  the  proceeds  thereof  to  the  two  unse- 
cured notes  of  $4,000  each.  Under  the  authority  of  Fowler 
V,  Scully,  Mr.  McAboy  could  have  objected  to  such  appropri- 
ation. Whatever  he  might  have  done  in  this  respect,  the 
plaintiff  in  error,  as  his  endorser,  may  do  also. 

From  what  has  been  said,  it  will  be  seen  that  both  the 
assignments  of  error  are  sustained. 

The  judgment  is  reversed  and  a venire  facias  de  novo 
awarded. 


USURY  BY  NATIONAL  BANKS. 

SUPREME  COURT  OF  PENNSYLVANIA. 

Ooerholt  «5r*  Co,  vs.  The  First  National  Bank  of  Mount  Pleasant, 

Error  to  the  Common  Pleas  of  Westmoreland  County. 

When  suit  is  brought  on  the  last  of  a series  of  renewal  notes,  the  borrower  is  entitled  to  credit 
for  all  the  interest  he  has  paid  from  the  beginning  of  the  loan,  and  not  merely  to  the  excess 
above  the  lawful  rate. 

The  defendant  is  not  entitled  to  defalk  the  interest  on  another  note  which  is  not  in  suit. 

The  opinion  which  follows  was  rendered  at  Pittsburgh,  on  November  13th, 
by  Justice  Sharswood,  in  the  case  named.  The  decision  carried  several 
others  from  Westmoreland,  which  were  argued  with  it,  as  well  as  the 
case  of  Bryan  vs.  the  Tradesmens  National  Bank  of  Pittsburgh  and  others  pend- 
ing in  the  courts  of  that  county.  The  entire  court  concur  in  this  opinion. 

STATEMENT  OF  FACTS. 

This  was  a suit  to  recover  the  amount  of  two  promissory  notes,  one  dated 
January  6,  1876,  at  three  months  for  $2,200,  the  other  March  6,  1876,  at  three 
months,  for  $2,000,  made  by  Overholt  & Co.,  and  discounted  by  said  bank,  at 
the  rate  of  nine  per  cent,  per  annum.  The  defendants.  Overholt  & Co.,  set  up 
as  a defence  to  the  action,  that  the  bank  had  discounted  a series  of  notes  for 
them,  of  which  the  notes  in  suit  were  the  last,  and  had  also  discounted  another 
note  for  them  for  $4,000,  which  still  remained  unpaid,  on  which  it  had  like- 
wise charged  interest  at  the  rate  of  nine  per  cent,  per  annum,  and  they  claimed 
the  right  to  set-off  against  the  plaintiffs’  demand  in  this  case,  twice  the  amount 
of  interest  paid  on  all  the  aforesaid  notes.  The  court  below,  however,  gave 
judgment  in  favor  of  the  bank,  for  the  principal  of  the  notes  in  suit,  less  the 
excess  of  interest  over  the  legal  rate  fsix  per  cent.)  paid  on  all  the  previous 
notes,  of  which  they  were  the  renewals. 

OPINION. 

The  thirtieth  section  of  the  act  of  Congress  of  June  3,  1864,  under  which  the 
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defendants  in  error  were  organized  and  incorporated  as  a National  Bank,  de- 
clares that  “the  knowingly  receiving,  reserving  or  charging”  by  a National 
bank,  “a  rate  of  interest  greater  than”  that  lawful  in  the  State  in  which  such 
bank  may  be  located,  “ shall  be  held  and  adjudged  a forfeiture  of  the  entire 
interest  which  the  note,  bill  or  other  evidence  carries  with  it,  or  which  was 
agreed  to  be  paid  thereon ; and  if  in  law  a greater  interest  has  been  paid,  the 
person  or  persons  pa3ring  the  same,  or  their  legal  representatives,  may  recover 
back  in  any  action  of  debt,  tvrice  the  amount  of  interest  there  paid  from  the 
association  taking  or  receiving  the  same ; provided  that  such  action  is  com- 
menced within  two  years  from  the  time  the  usurious  transaction  occurred.” 

It  is  very  clear,  we  think,  that  Congress  intended  that  the  National  banks 
should  be  effectually  prevented,  as  far  as  legislation  could  prevent  it,  from  either 
charging  or  receiving  more  than  the  legal  rate  of  interest  m the  State  in  which 
they  might  be  located  and  carrying  on  their  business.  Experience  had  abund- 
antly shown  that  to  do  this  it  would  not  be  sufficient  to  provide  that  the  excess 
over  the  lawful  rate  only  should  be  illegal.  These  institutions  of  large  capital 
would  naturally  exercise  great  power  over  those  who  should  stand  in  need  of 
their  assistance  ; for  it  is  as  true  now  as  it  was  in  the  days  of  Solomon,  “The 
rich  ruleth  over  the  poor,  and  the  borrower  is  servant  to  the  lender.”  It  was 
considered,  no  doubt,  that  it  would  be  too  hard  a measure  to  provide  that  the 
debt  itself  should  be  forfeited,  or  the  security  given  for  it  declared  void.  That, 
too,  had  been  tried  in  England  and  some  of  the  United  State^  but  was  found 
not  to  arrest  the  practice,  but  only  to  increase  the  unjust  gain  of  the  usurer, 
who  required  to  be  indemnified  by  the  needy  borrower  for  the  risk  he  ran  by 
a much  increased  rate.  It  was  deemed  a sufficiently  effectual  preventive  to 
enact  that  whenever  the  bank  violated  the  law  by  “ knowingly  receiving,  reserv- 
ing or  charging”  more  than  the  lawful  interest,  they  should  recover  none,  and 
that  when  the  unlawful  interest  had  been  voluntarily  paid,  the  debtor  should  be 
entitled  to  recover,  as  a penalty,  double  the  whole  interest  paid,  provided  suit 
were  brought  within  two  years.  Whenever  the  bank  must  resort  to  a suit, 
then  the  forfeiture  of  the  entire  interest,  when  an  illegal  rate  has  been  stipu- 
lated or  taken,  follows  as  a necessary  result.  It  was  abundantly  shown  ( Camp- 
bell vs.  Sloan,  12,  P.  F.  Smith,  485,)  by  numerous  English  and  American  au- 
thorities cited  in  the  opinion  of  the  Court,  that  where  there  has  been  a series 
of  renewal  notes  given  for  the  continuation  of  the  same  original  loan  or  advance, 
the  taint  of  usury  in  the  first  transaction  follows  down  the  descent  through  the 
entire  line.  A renewal  note  is  not  payment  of  the  original  debt,  and  is  not  a 
new  debt,  or  novation,  in  view  of  tne  usury  laws,  how'ever  it  may  be,  if  the 
parties  so  intend,  as  to  the  other  questions.  If  it  were  held  otherwise,  nothing 
would  be  so  easy  as  to  evade  the  statute.  What  the  creditor  is  entitled  to  re- 
cover is  the  original  loan,  with  lawful  interest,  and  the  borrower  is  entitled  to 
credit  for  all  that  he  has  paid  beyond  what,  by  law,  he  was  bound  to  pay.  It 
is  clear  then  as  to  the  National  banks  that  whenever  they  charge  or  stipulate 
for  an  illegal  rate,  all  payment  of  interest,  and  not  merely  the  excess,  is  illegal. 
“The  illegal  act,”  as  is  well  remarked  by  Mr.  Justice  Gordon,  in  Lucas  vs. 
Government  National  Bank,  28  P.  F.  Smith,  231,  “destroys  the  interest-bear- 
ing power  of  the  obligation.”  . . . “The  receiving  of  such  excessive  interest  is 
treated  by  the  supreme  power  of  the  State  as  a public  evil,  and  as  such  pro- 
hibited ; consequently  when  taken  against  the  statutory  prohibition,  it  is  acquired 
without  right,  and  no  title  thereto  rests  in  the  taker.  In  such  case  he  is  to  be 
held  as  one  wrongfully  in  possession  of  his  neighbor’s  property.”  It  follows  that 
when  the  bank  resorts  to  legal  proceedings  to  recover  its  debt  on  the  last  of 
the  series  of  renewal  notes,  the  borrower  is  entitled  to  credit  for  all  the  in- 
terest he  has  paid  from  the  beginning  on  the  loan,  and  not  merely  to  the  ex- 
cess above  the  lawful  rate. 

This  question  was  not  before  the  Court,  and  was  not  decided  in  Brown  vs, 
the  Second  National  Bank  of  Erie,  22  P.  F.  Smith,  209.  The  only  matters 
which  could  avail  the  plaintiff  in  error  there,  were  the  answers  to  the  first  tw’o 
points  which  he  made  below.  These  were  that  the  bank  could  not  recover  any 
part  of  its  claim,  and  that  if  it  could,  the  debtor  was  entitled  to  defalk  double 
the  amount  of  interest  paid.  These  the  Court  below  refused,  and  then  judgment 
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was  afi&rmed.  The  third  point  was  that  he  was  entitled  to  credit  for  the  ex- 
cess of  interest  he  had  paid  from  time  to  time  on  the  renewal  note,  and  his 
fourth  was  that  he  was  entitled  to  an  abatement  of  all  the  interest  on  the  notft 
in  suit,  and  these  the  Court  below  affirmed.  What  is  stated  in  the  syllabus  as 
decided  by  the  Court  below — if  indeed  it  was  meant  to  say  that  the  debtor 
could  only  set  off  the  excess  of  interest  on  previous  notes,  was  not  involved  in 
the  affirmance  of  the  judgment  In  Lucas  vs.  Government  National  Bank,  28 
P.  F.  Smith,  228,  the  credit  claimed  was  not  for  interest  paid  on  former  notes 
of  which  the  note  in  suit  was  the  last  renewal,  but  upon  entirely  independent 
loans  which  had  been  paid  in  full,  and  the  defendant  claimed  to  defalk  double 
the  amount  which  he  had  paid.  This  the  Court  held  he  could  not  do,  but  that  he 
was  entitled  to  defalk  the  usurious  interest  he  had  paid  on  previous  transactions. 
The  affidavit  of  defense  stated  that  the  defendant  had  paid  not  less  than  93,000 
in  excess  of  the  legal  rate  of  interest,  and  this,  it  was  held,  he  had  a right  to 
defalk.  Further  than  this  it  was  not  necessary  to  go  in  order  to  reverse  the 
judgment  and  award  a procedendo. 

We  are  of  opinion  that  the  defendant  below  was  not  entitled  to  defalk  the 
interest  on  the  $4,000  note  which  was  not  in  suit.  The  words  of  the  act  of 
Congress — “shall  be  held  a forfeiture  of  the  entire  interest  which  the  note, 
bill,  or  other  evidence  carries  with  it,*’  as  was  said  in  Brown  zv.  the  Second 
National  Bank  of  Erie,  have  evident  reference  to  the  enforcement  of  the  contract 
by  judicial  process.  No  action  is  given  to  recover  back  the  interest  charged, 
and  if  not,  there  can  be  no  defecation  against  an  independant  claim.  Non 
constat  that  the  principal  of  the  $ 4,000  note  will  ever  be  sued  for,  but  when  it 
is,  all  the  interest  paid  on  the  note,  of  which  it  is  the  last  renewd,  will  be  a 
credit  upon  it.  Judgments  reversed  and  a writ  of  procedendo  awarded. 


SILVER  AS  VALUED  BY  LONDON  QUOTATIONS. 

Silver  is  quoted  in  the  London  market  at  so  many  pence,  meaning  that  such 
is  the  price  of  one  oimce  of  the  British  mint  standard,  which  is  thirty-seven 
fortieths  fine 

Stated  decimally,  an  ounce  of  pure  silver  contains  eighty-one  thousandths 
more  silver  than  an  ounce  of  Bntish  standard  silver.  Therefore,  when  the 
latter  is  quoted  at  fifty-nine  pence,  an  ounce  of  pure  silver  would  be  worth 
63.779  pence. 

The  gold  coins  of  Great  Britain  contain  an  ounce  of  pure  gold  in  1019.45. 
pence.  When  one  ounce  of  standard  silver  is  quoted  at  fifty-nine  pence,  which 
IS  63.779  pence  for  pure  silver,  the  ratio  of  pure  silver  to  pure  gold,  is  as  one 
to  15,98410. 

The  legal  ratio  of  silver  to  gold,  in  this  country,  if  the  coinage  of  the  old 
American  silver  dollar  was  resumed,  would  be  one  to  15,98837,  which  would 
be  almost  exactly  the  market  ratio,  if  silver  was  quoted  at  fifty-nine  pence  in 
London. 

And  by  whatever  per-centage  silver  in  London  goes  above  or  below  fifty- 
nine  pence,  the  American  silver  dollar  will  be  worth  in  the  market  the  same 
per-centage  more  or  less  than  the  American  gold  dollar. 

Thus,  when  the  London  quotation  of  silver  is  fifty-three  and  one-tenth  pence, 
the  American  silver  dollar  would  be  worth  ninety  cents  in  American  gold.  If 
the  London  quotation  is  fifty-four  and  twenty-eight  one-hundreth  pence,  the 
American  silver  dollar  would  be  worth  ninety-two  cents  in  American  gold. 

In  France  and  the  other  States  of  the  Latin  Union,  a higher  legal  value  is 
given  to  silver,  relatively  to  gold,  the  ratio  being  as  one  to  15.5a  And  it  is 
by  this  ratio  that  Germany  redeems  its  silver  coinage  in  gold  To  have  the 
market  value  of  silver  as  high  as  this,  it  must  be  quoted  in  London  at  60.87 
pence.  And  the  per  centage  below  this,  of  the  London  quotations,  is  the 
measure  of  the  loss  of  the  German  Government  in  taking  in  its  silver  coins. 
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London  Banking  Ufe.  By  William  Purdy.  New  York : Loyell,  Adam,  Wes- 
son & Co. 

This  is  an  interesting  and  useful  collection  of  essays  on  trade  and  finance  which 
was  published  a year  or  two  ago,  in  London,  and  is  now  republished  in  this 
country.  It  is  evidently  written  by  a man  who  has  had  excellent  opportunities 
for  watching  the  movements  of  the  last  monetary  panic  in  Great  Britain,  and 
whose  mind  has  been  well  trained  and  disciplined  to  observe  and  record 
financial  phenomena.  The  book  opens  with  a sketch  of  the  state  of  trade  pre- 
vious to  the  English  revulsion  of  1874.  For  ten  years  there  had  been  an 
extraordinary  activity  in  production  both  in  Great  Britain  and  throughout  the 
world ; and  the  progress  of  wealth  as  Mr.  Gladstone  said  went  on  not  by  steps 
but  by  leaps  and  bounds.  Suddenly,  however,  unforeseen  dangers  disclosed 
themselves.  Extravagance  of  living  impoverished  the  classes  formerly  noted  for 
frugality,  strikes  began  in  the  coal  and  iron  trade,  failures  of  large  firms  and 
corporations  shook  the  financial  fabric  to  its  foundations  and  threatened  general 
disruption  and  widespread  distress.  The  various  symptoms  by  which  the  great 
revulsion  began  and  went  on  are  anal)rzed  and  described  in  this  little  book  with 
a masterly  hand.  After  closing  his  sketch  of  the  panic  in  England,  the  author 
turns  his  attention  to  foreign  countries.  He  is  less  successful  in  this  part  of  his 
work,  because  his  information  is  less  accurate  and  precise.  Perhaps  the  most 
useful  part  of  the  book  is  the  appendix,  which  consists  of  nine  brief,  but  elabo- 
rate, papers  comprising  statements  of  the  failures  in  England  in  1875,  the  Ger- 
man speculation  since  the  war  of  1871,  the  Turkish  loans,  the  balance  sheets 
of  the  failed  firms  during  the  Aberdare  panic,  and  the  stored  bullion  in  Europe. 
These  and  some  other  topics  referred  to  in  the  book  are  treated  in  the  appen- 
dix at  greater  length  and  will  well  repay  an  attentive  examination.  The  earlier 
part  of  this  book  would  have  been  much  improved  if  the  writer  had  given  more 
attention  to  the  question,  which  has  been  often  asked,  why  the  confidence  of 
the  banks  and  money  lenders  was  so  suddenly  and  completely  withdrawn,  in  the 
early  stages  of  the  Aberdare  panic,  from  houses  which  were  no  more  insolvent 
then  than  they  had  been  for  several  years  before.  This  question  is  one  of  the 
most  interesting  and  suggestive.  It  would  have  led  our  author  had  he  taken  it 
up  to  give  a much  more  original  and  useful  character  to  his  work.  Still,  as  it 
is,  the  book  is  very  comprehensive  and  it  ought  to  have  a wide  circle  of  readers 
in  this  country. 


An  Alphabet  in  Finance:  A Simple  Statement  of  Permanent  Principles  and  their 
Application  to  Questions  of  the  day.  By  Graham  M*  Adam,  with  introduc- 
tion by  R.  R.  Bowker.  New  York : G.  P.  Putnam’s  Sons. 

In  the  University  of  Glasgow  the  custom  used  to  prevail,  and  perhaps  is  still 
kept  up  for  every  student  to  write  several  times  a week  a brief  essay  on  the 


Digitized  by  LjOOQle 


1877.] 


BOOK  NOTICES. 


561 

subject  of  a Professor’s  lecture  of  the  day  before.  The  excellent  little  book 
before  us  reminds  one  of  this  old  Scotch  University  custom.  As  we  read  its 
pages  it  brings  before  u-  the  picture  of  an  intelligent  young  economist  feeling 
his  way  through  the  labyrinth  of  financial  and  monetary  science,  guided  by  able 
and  well-informed  preceptors,  and  noting  down  day  by  day  his  fresh  acquisitions  of 
economic  knowledge.  It  has  often  been  said  that  other  things  being  equal,  the 
best  teacher  of  young  minds  is  one  who  knows  a very  little  more  than  the 
scholar,  but  who  is  a busy  learner.  The  freshness  of  newly  acquired  knowl- 
edge gives  a vivacity  to  the  teacher  and  excites  the  appetite  of  the  learner. 
There  is  no  doubt  some  truth  in  this  view.  And  perhaps  one  of  the  numerous 
charms  of  the  book  before  us  is  that  it  is  wTitten  by  a learner  and  lover  of 
financial  knowledge  for  other  learners  who  love  it  too.  The  first  three  or 
four  chapters  of  the  book  are  devoted  to  the  ordinary  topics  of  the  origin  of 
money  and  to  those  qualities  of  the  precious  metals  which  have  from  time 
immemorial  caused  them  to  be  selected  by  all  nations  as  the  monetary 
instruments  of  trade.  After  these  preliminary  flourishes  of  his  pen  the  author 
takes  up  the  bi-metallic  standard  or  as  he  calls  it  “the  double  standard”  and 
declares  himself  a monometallist.  He  does  not  discuss  the  questions  at  issue 
very  elaborately  and  he  shows  that  he  has  not  penetrated  very  deep  into  the 
foundations  of  this  difficult  question.  He  is  more  successful  with  the  credit  system 
and  discusses  the  greenback  problem  with  much  ability.  The  soundest  part  of 
the  book  is  decidedly  that  in  which  the  author  exposes  the  sophistries  of  inflation 
and  demonstrates  the  importance  of  coin  redemption  on  demand  for  every  sys- 
tem of  paper  money  that  is  to  be  kept  stable  in  value.  On  the  silver  question 
as  might  be  supposed  he  is  defective  in  logical  precision  and  clearness,  but  on 
the  subject  of  resumption  and  the  evils  of  an  inconvertible  currency  his  views 
are  admirably  illustrated  and  well  expressed.  Altogether  this  book  is  a timely 
production  and  although  it  consists  of  essays  which  first  made  their  appearance 
in  the  columns  of  a suburban  daily  paper  it  has  been  so  much  elaborated  as  to 
be  free  from  many  of  the  faults  which  usually  characterize  books  which  are 
written  by  newspaper  men,  and  are  made  up  of  a series  of  newspaper  articles. 


Mecanique  de  UEchange,  Par  Henri  Cernuschi.  Paris : A.  Lacroix,  Ver- 

Boeckhoven  et  Cie. 

M.  Henri  Cernuschi  is  so  well  known  to  our  readers  that  we  have  no  need 
to  introduce  him.  The  elaborate  treatise  before  us  is  the  one  by  which  his 
reputation  as  an  economist  was  first  established.  The  work  consists  of  forty 
chapters,  about  one  half  of  which  are  given  to  monetary  and  banking  ques- 
tions while  the  rest  are  devoted  to  general  questions  pertaining  to  exchange. 
Very  little  trace  is  here  found  of  the  theory  of  bi-metallism,  by  his  vindication 
of  which  M.  Cernuschi  is  now  chiefly  distinguished.  It  is  no  more  than  ten 
years  since  this  book  appeared  and  although  we  presume  the  writer  would 
modify  it  considerably  if  he  had  to  re-\vrite  it,  still  it  is  one  of  the  most  sug- 
gestive and  valuable  works  on  the  subject,  replete  as  it  is  with  novel  and  in- 
genious analysis  and  with  broad  and  comprehensive  generalizations.  M.  Cer- 
nuschi was  inferior  to  Wolowski  in  originality  as  a thinker,  and  in  personal 
weight  as  a man  of  practical  experience  in  the  professor’s  chair  and  in  states- 
manship ; but,  in  eloquent  vivacity,  and  in  energetic  exposition  of  his  luminous 
ideas,  Cernuschi  must  certainly  claim  precedence. 
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Getting  on  in  the  World\  or  Hints  on  Success  in  Ufe,  By  William  Matthews 
LL.  D.  Chicago:  S.  C.  Griggs  & Co.  1875. 

There  are  several  chapters  in  this  popular  work  which  ought  to  be  engraven 
in  the  memories  of  our  young  clerks  and  our  older  employes  in  lawyers’, 
merchants’,  and  banker’s  offices.  Scarcely  a single  means  ordinarily  recognized 
as  contributing  to  success  in  life  has  been  omitted  by  our  author.  He  tells 
us  what  the  Roman  poet  has  briefly  expressed  in  the  line  Mens  Sana  in  Corpore 
Sano,  Professor  Matthews  presents  to  his  readers  in  a thousand  different 
ways  the  maxim  that  a healthy  mind  in  a healthy  body  is  the  first  and 
fundamental  condition  of  a prosperous  career.  His  second  rule  is  equally  im- 
portant. He  says  that  a youth  who  would  be  successful  must  choose  his  profession 
well,  and  when  it  is  chosen  he  must  give  his  whole  strength  and  faculty  to  the 
single  task  of  excelling  in  it.  Another  point  which  he  dwells  upon  is  that  of 
avoiding  excessive  labor  and  overwork.  He  says  very  truly  that  a man  who  is 
to  accomplish  much  in  life  must  have  somewhere  stored  up  a mass  of  reserved 
power.  Another  of  his  chapters  is  on  mercantile  failures.  In  a future  number 
of  this  magazine  we  hope  to  give  our  readers  some  extracts  from  this  essay 
with  comments  and  illustrations.  Meanwhile  we  may  say  that  this  is  one  of  the 
best  and  safest  works  to  place  as  a birthday  gift  in  the  hands  of  a youth 
who  is  just  entering  trade  or  who  is  contemplating  an  early  adoption  of  the 
career  of  a banker  or  Merchant. 

Ye  Outside  Fools ! Glimpses  Inside  the  London  Stock  Exchange.  By  Erasmus 
Pinto,  Broker.  New  York:  Lovell,  Adam,  Wesson  & Co.  1877. 

This  is  a reprint  of  a book  which  belongs  to  an  order  of  literature  that  has 
always  had  a singular  charm  for  a certain  large  class  of  readers.  It  is  extremely 
amusing  and  it  embodies  a vast  amount  of  information  about  stock  jobbing 
in  England  and  elsewhere  which  is  not  generally  known.  The  author  is  evi- 
dently a practised  writer  and  he  leaves  no  doubt  on  his  reader’s  mind  that 
he  knows  very  accurately  the  ways  which  he  attempts  to  explore  and  reveal 
to  those  who  place  themselves  under  his  guidance. 


Safety  Book-keeping',  Being  a Complete  Exposition  of  Book-keepers'  Frauds, — By 
H.  J.  Mettenheimer.  Cincinnati : Robert  Clarke  & Co. 

This  little  book  shows  in  detail  the  methods  by  which  fraudulent  entries 
are  made,  or  proper  ones  omitted  by  dishonest  book-keepers,  and  explains  how 
these  are  to  be  discovered  and  prevented.  It  also  makes  other  suggestions  of 
value  to  merchants  and  book-keepers  in  the  management  of  accounts  and  of 
the  cash  in  business  houses.  The  object  of  the  book  is  to  enable  all  concerned 
to  audit  their  own  accounts,  a duty  which  is  too  often  neglected.  The  style 

is  simple  and  condensed,  and  the  suggestions  such  as  ought  to  be  heeded 

as  well  as  understood  by  all  business  men.  The  author  closes  his  preface 
with  the  sentence:  “Admitting  the  worldly  inhumanity  of  the  advice  to  trust 

no  man,  it  is  well-known  that  the  most  successful  merchants  are  those  who 

adopt  so  harsh  and  uncharitable  a rule.” 
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The  Banker’s  Almanac  and  Register  for  1877  will  go  to  press  early  in 
January.  Price  Three  Dollars.  With  Marginal  Index  of  States  $3.50. 

Quarterly  Supplements  giving  the  latest  changes  to  date,  will  be  issued  in  April, 
July  and  October  of  1877.  ^ place  for  their  insertion  will  be  provided  in  the 
new  volume.  The  price  of  these  Supplements  will  be  fifty  cents  for  the  three, 
but  to  advance  subscribers  to  the  Almanac  and  Register  they  will  be  furnished 
free  of  charge.  Prepayment  by  Banks  or  Bankers  is  not  necessary  if  any 
prefer  to  await  delivery,  but  an  order  is  essential. 

Bankers  who  have  not  sent  in  their  orders  should  do  so  at  once. 


Bank  Taxation. — A meeting  of  the  bank  officers  of  this  city  was  held  at 
the  Clearing  House,  on  the  afternoon  of  December  13th,  to  consider  the 
question  of  obtaining  relief  for  the  banks  from  their  pre.  ent  burden  of  taxation. 

Mr.  P.  C.  Calhoun,  president  of  the  Fourth  National  Bank,  presided,  and 
Mr.  George  F.  Baker,  cashier  of  the  First  National  Bank,  acted  as  secretary. 

After  some  discussion  the  following  resolution  was  adopted ; 

Resolved  That  in  the  opinion  of  the  Associated  Banks  of  this  city  the  earnest 
efforts  of  the  banks  throughout  the  entire  country,  in  asking  for  relief  from  the 
imjust  and  burdensome  weight  of  taxation  imposed  upon  them  and  their  share- 
holders by  federal,  state  and  city  governments,  should  be  especially  directed  to 
securing  from  Congress, 

First — The  repeal  of  the  tax  on  deposits. 

Second — The  repeal  of  the  tax  on  capital. 

Third — That  in  order  to  protect  bank  shares  from  unjust  and  unequal  taxa- 
tion by  state  or  local  authorities,  an  amendment  to  Section  5219  of  the  Revised 
Statutes  of  the  United  States  be  procured,  providing  that  bank  shares  shall  be 
valued  and  assessed  at  no  greater  rate  of  valuation,  nor  in  a different  manner 
than  other  real  and  personal  property,  and  they  shall  have  the  same  privileges 
and  exemption  in  respect  to  taxation  as  other  personal  property. 

Fourth — That  a further  effort  be  made  during  the  coining  session  of  our  state 
Legislature  to  secure  a uniform  system  of  taxation  of  bank  shares  applicable  to 
the  entire  State  of  New  York,  by  which  the  burdens  of  such  taxes  shall  be  equit- 
ably distributed. 

A resolution  was  then  passed  requesting  the  chairman  of  the  Tax  Com- 
mittee of  the  Clearing  House  (Mr.  George  S.  Coe,)  to  report  the  proceedings 
of  this  meeting  to  all  the  clearing  houses  in  the  United  States,  in  order 
to  secure  the  adoption  of  similar  measures’  by  all  the  banks  in  the  country. 

The  American  Mining  and  Stock  Exchange. — The  American  Mining 
Board,  adopted  on  November  29,  a new  constitution  and  set  of  by-laws.  Its 
name  has  been  changed  to  “The  American  Mining  and  Stock  Exchange,”  and 
it  is  provided  that  the  Exchange  shall  deal  in  all  mining,  railway  and  miscella- 
neous securities  which  may  approved  by  the  Committee  on  Stocks  under 
rules  similar  to  those  now  in  force  on  the  New  York  Stock  Exchange,  except 
that  the  rate  of  commission  has  been  fixed  at  one-twentieth  of  one  per  cent. 
The  fifteenth  article  of  the  new  constitution,  establishes  a life  insurance  plan 
for  members  very  similar  to  that  of  the  New  York  Stock  Exchange.  The  num- 
ber of  seats  is  limited  to  four  hundred,  and  the  price  is  to  be  $500  until  there 
shall  be  three  hundred  members;  after  that  nnmber  is  attained  the  price  will 
be  $ i,ooa  There  are  now  245  members.  After  providing  for  the  rent  for 
six  months  in  advance,  the  Exchange  has  nearly  $30,000  invested  in  United 
States  bonds. 
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Responsibility  of  Bank  Officers. — An  important  suit  has  recently  been 
decided  in  the  Chester  County  Court,  held  at  West  Chester,  Pa.,  touching  the 
responsibility  of  bank  officers  to  the  institutions  by  which  they  are  employed. 
The  action  was  brought  by  the  Iron  Bank  of  Phcenixville,  against  Daniel  H. 
Reiff,  its  cashier,  to  recover  damages  for  negligence  on  his  part,  in  paying 
money  to  a stranger  on  a forged  draft  without  proper  personal  identification  of 
the  payee.  The  defendant  claimed  that  when  the  bank  employed  him  it  was 
promised  that  he  should  be  instructed  in  the  ways  of  banking,  and  that  no  such 
instruction  had  been  given  him.  It  was  on  this  ground  that  he  claimed  he 
could  not  be  held  responsible  for  a breach  of  banking  usage.  Verdict  in  favor 
of  the  plaintiff  in  the  sum  of  $2,704.46. 

New  York. — Colonel  Washington  R.  Vermilye,  the  senior  member  of  the 
banking  firm  of  Vermilye  & Co.,  died  on  December  23d,  at  his  residence,  in 
Englewood,  N.  J.,  after  an  illness  of  about  three  weeks  Mr.  Vermilye  was 
bom  in  this  city  in  1809.  When  very  young  he  entered  the  office  of  Rufus 
Ne\dns  in  Wall  Street  where  he  remained  until  he  went  into  business  for 
himself,  nearly  forty-five  years  ago.  Soon  after  he  formed  a partnership  with 
the  late  George  Carpenter,  under  the  name  of  Carpenter  & Vermilye,  which 
continued  until  1861,  when  the  firm  was  changed  to  Vermilye  & Co.  Mr. 
Vermilye  was  President  of  the  Greenwich  Savings  Bank,  and  a director  in  sev- 
eral other  large  corporations. 

Mr.  David  Crawford,  of  the  firm  of  Clark,  Dodge  & Co.,  bankers,  died  at 
his  residence,  in  this  city  on  December  24th,  at  the  age  of  forty-four  years. 
He  was  well  known  in  financial  circles,  though  not  a member  of  the  Stock 
Exchange.  Mr.  Crawford  has  been  a director  of  the  New  York  Central  and 
the  Chicago,  Rock  Island  and  Pacific  Railroads,  and  was  one  of  the  organi- 
zers and  most  active  directors  of  the  Missouri,  Kansas  and  Texas  Railroad. 

Mr.  Paul  Bunker,  many  years  paying  teller  of  the  Bank  of  New  York, 
died  on  December  6th,  at  his  residence  in  Brooklyn,  at  the  age  of  seventy-one. 
Mr.  Bunker  was  an  esteemed  member  of  the  Society  of  Friends,  and  was 
noted  among  business  men  for  his  calmness  and  courtesy.  He  entered  the  ser- 
vice of  the  bank  in  1832,  and  was  at  his  post  until  ten  days  before  his  death. 

Closing  of  a Savings  Bank. — The  Park  Savings  Bank  of  Brooklyn,  has 
discontinued  business,  and  is  paying  off  all  its  depositors.  It  was  organized  in 
1868,  and  continued  to  transact  business  up  to  November  i2,  1876,  when  the 
trustees  concluded  that,  on  account  of  the  high  prices  of  such  securities  as  sav- 
ings banks  are  permitted  by  law  to  invest  in,  and  the  danger  of  a possible 
decline  in  a year  or  two  of  all  securities,  it  would  be  better  to  close  up  busi- 
ness. Since  then,  six  hundred  depositors  have  been  paid.  Nearly  seven  hun- 
dred remain  to  be  paid,  all  of  whom  will  receive  their  money  at  any  time  they 
choose  to  present  their  pass-books.  The  amount  yet  to  be  paid  is  only  about 
$ 40.000. 

California. — The  eighth  and  last  assessment  of  ten  per  cent,  on  the  capi- 
tal stock  of  the  Bank  of  California  has  been  paid  in  full  This  restores  the 
capital  to  its  original  $ 5,000,000.  The  syndicate  organized  shortly  after  the 
suspension  of  the  bank  to  assist  in  the  work  of  rehabilitation  has  wound  up  its 
affairs  and  dissolved. 

San  Francisco. — A “comer”  in  trade  dollars  ^vas  occasioned  on  December 
2d.  by  the  demand  for  shipment  to  China  and  the  fact  that  one  of  the  local 
banks  had  recently  deposited  at  the  mint  a large  amount  of  silver  for  coinage 
into  trade  dollars,  thereby  monopolizing  its  working  capacity  and  virtually 
excluding  other  banks.  Trade  dollars  were  quoted  at  par. 

Connecticut. — The  aggregate  of  Savings  Bank  deposits  in  this  State  on 
October  1st,  was  $80,759,028.  The  whole  number  of  depositors  at  the  same 
date  was  203,514,  being  4,516  less  than  last  year.  There  was  an  increase 
of  $18.75  average  amount  to  the  credit  of  each  depositor,  and  the 

average  income  was  26-100  of  one  per  cent.  less. 
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Illinois. — The  National  Bank  of  Commerce,  Chicago,  liaving  retired  from 
business,  has  consolidated  its  accounts  with  those  of  the  Central  National  Bank^ 
The  officers  of  the  new  bank  are,  W.  F.  Endicott,  President ; E.  Maynaid, 
Vice-President,  and  J.  McK.  Sanger,  Cashier. 

Indiana. — General  W.  D.  Allen,  a pioneer,  and  for  many  years  proprietor 
of  the  Exchange  Bank  of  Greencastle,  died  in  that  city  on  December  20th,  aged 
sixty-sbc.  He  represented  the  county  two  terms  in  the  State  Legislature,  was 
Mayor  of  the  city  four  years ; was  a public-spirited  citizen  and  highly 
esteemed. 

Maine. — The  report  of  the  Maine  State  Bank  Examiner,  shows  that  sixty 
banks  were  doing  business  on  November  6th,  with  assets  aggregating 
$27,818.73450,  a decrease,  as  compared  with  last  year,  of  $4,264,549.58. 
The  number  of  the  depositors  was  90,621,  a decrease  of  10,705. 

The  committee  to  codify  the  State  banking  laws  of  Maine,  have  agreed  to 
report  a bill  recommending  a semi-annual  dividend  of  two  and  a half  per  cent., 
and  a reser\*e  fund  and  State  tax  of  a one-quarter  of  one  per  cent,  each  ; also 
that  when  the  reserve  fund  amounts  to  five  per  cent,  of  the  assets,  a special 
dividend  may  be  declared. 

Inter-State  Contracts. — In  the  Court  of  Common  Pleas  at  Cincinnati,  a 
case  was  tried  in  November,  of  which  the  leading  point  was,  as  to  the  rate 
of  interest  on  notes  made  in  one  state  and  payable  in  another.  Suit  was 
brought  by  O.  J.  Wilson  v.  The  Rose  Clare  Lead  and  Spar  Company,  William 
Van  Vlecic  and  Stearns  & Foster,  on  eleven  promissory  notes  of  $ i,ooo  each, 
made  by  the  company,  and  guaranteed  by  Van  Vleck  and  several  others.  The 
notes  were  made  in  Illinois,  and  secured  by  mortgage  on  property  there,  but 
were  payable  at  Cincinnati.  Van  Vleck  and  Stearns  & Foster  alone  answered, 
the  former  setting  up  usury,  and  the  latter  claiming  that  there  should  be  only 
a pro  fata  judgment  against  them.  The  plaintiff  demurred  to  the  two  answers. 

Judge  Johnston,  in  deciding  the  case,  remarked  that  there  was  much  differ- 
ence of  opinion  as  to  the  question  of  interest  where  the  note  is  made  in  one 
State  and  is  payable  in  another,  the  question  being  whether  the  rate  of  interest 
at  the  place  where  the  note  is  made  shall  govern,  or  the  place  of  payment. 
The  Supreme  Court  of  this  State  has  very  recently  settled  that  question  so  far 

as  our  Courts  are  concerned,  in  the  case  of  Kilgour  v.  Dempsey,  25  O.  S. 

The  Court  there  decides  that  where  the  rate  of  interest  in  the  State  in 
which  the  note  is  made  and  the  State  where  it  is  made  payable  conflict,  the 
parties  may  in  good  faith,  adopt  the  rate  of  interest  legal  in  either  State. 
Hence,  in  the  case  at  bar,  the  parties  had  the  right  to  adopt  the  rate  of 
interest  legal  in  Illinois  to  govern  them,  and  did  so,  fixing  the  rate  at  ten  per 
cent  To  that  extent  the  contract  would  be  considered  legal  here ; but  Van 
Vleck  alleges  in  his  answer  that,  in  addition  to  the  ten  per  cent.,  $ 1,000  was 
also  reserved  as  usurious  interest. 

Refen ing  then  to  the  statute  of  Illinois,  by  which  the  parties  were  willing 
to  be  governed,  it  appears  that  no  higher  rate  of  interest  than  ten  per  cent, 
can  be  reserved,  and  if  a greater  sum  be  reserved,  then  the  party  loaning  the 

money  loses  the  entire  interest,  and  can  recover  only  his  principal,  differing 

from  our  statute  in  this ; that  where  a greater  sum  than  eight  per  cent 
is  reserved  in  Ohio  the  party  is  remitted  to  six  per  cent.  The  demurrer, 
admitting  the  transaction  to  be  as  claimed  by  Van  Vleck,  must  be  over- 
ruled. 

Ohio. — On  the  morning  of  December  14th,  at  Somerset,  Perry  county,  Wil- 
liam M.  Ream’s  bank  was  robbed  by  four  masked  men  of  over  ^ 10,000.  The 
family  (who  live  over  the  bank.)were  surprised  about  i A.M.,  and  Mr.  Ream 
was  conducted  to  the  vault,  which  he  unlocked  as  ordered.  It  is  supposed  one 
of  the  robbers  stole  into  the  house  in  the  early  evening,  and  afterw^ard  admitted 
his  associates.  In  consequence  of  the  robbery,  Mr.  Ream  made  an  assignment 
on  December  i8th. 
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Wisconsin. — A new  National  Bank  has  been  organized  at  La  Crosse,  called 
the  La  Crosse  National  Bank.  It  has  a paid  Capital  of  $100,000.  The 
officers  are : G.  C.  Hixon,  President ; Charles  Michel,  Vice  President ; and 
Samuel  S Buhon,  Cashier.  Judge  Burton  ^^as  the  Receiver  of  the  late  First 
National  Bank,  whose  building  has  been  purchased  by  the  new  institution. 

Eau  Claire, — The  banking  house  of  Clark,  Ingram  & Co  changed  its 
style  on  January  1st  to  “Clark  & Ingram.”  Mr.  Eugene  R.  Leland  late 
of  the  former  firm,  has  removed  to  New  York  City,  where  his  literary  abilities 
are  to  be  engaged  in  the  well  known  publishing  house  of  D.  Appleton  & Co. 

Canada. — At  a meeting  of  the  shareholders  of  the  Jacques  Cartier  Bank 
held  at  Toronto  on  December  21st,  it  was  resolved  to  reduce  the  capital  stock 
to  $ I 000,000,  to  accept  5,000  shares  paid  up  from  the  old  directors  to  free 
them  from  their  responsibility  for  any  loss  sustained  by  the  shareholders  on 
account  of  the  failure,  and  to  ask  Parliament  for  power  to  amalgamate  with  any 
other  bank  or  banks  as  the  shareholders  might  deem  expedient.  The  old  board 
of  directors  were  re-elected. 

Canada. — Mr.  Richard  Bell,  who  for  many  years  occupied  the  leading  posi- 
tion as  representative  in  New  York  of  the  Bank  of  Montreal,  having  retired 
from  active  business,  the  bank  has  testified  its  appreciation  of  his  long  services, 
by  a liberal  provision  for  his  declining  years. 

In  the  Bank  of  British  North  America,  Mr.  McNab,  general  manager,  has 
resigned,  and  is  to  be  succeeded  by  Mr.  B.  Grindlay,  recently  the  loc^  mana- 
ger at  Montreal.  Mr.  Tuzo,  who  has  been  one  of  the  New  York  agents  for 
two  years  past,  and  who  took  the  position  of  New  V^ork  agent  about  two  years 
ago  has  also  resigned.  His  successor  is  Mr.  Duncan  A.  McTavish. 

Trust  Funds. — A question  of  considerable  interest  to  stock -brokers  and  their 
customers,  was  decided  in  Court  of  Appeals,  Westminster  Hall,  London,  Novem- 
ber 16,  in  re  Strachan,  exparte  Cook  in  bankruptcy.  The  bankrupt  was  a 
broker,  and  the  question  was  whether  his  customer,  who  had  placed  trust  funds 
in  his  hands,  with  notice  that  they  were  trust  funds,  was  entitled  to  receive 
them  out  of  the  assets  in  preference  to  general  creditors.  The  ruling  was  that 
he  was  so  entitled  if  the  money  could  be  traced,  Sir  G.  Bramwell  saying  that 
the  principal  difficulty  arose  out  of  the  fact  that  crossed  cheques  were  used  in 
the  transfer  of  the  money  to  the  broker.  If  the  amount  had  been  handed  to 
him  in  sovereigns,  there  could  be  no  question. 

Belgium. — On  December  14th,  it  was  announced  that  the  President  of  the 
Union  du  Credit  Bjnk  of  Brussels,  M.  Merique,  h.ad  absconded,  having  used 
the  funds  of  the  bank  for  his  private  speculations.  The  defalcation  is  estimated 
at  four  million  francs.  A meeting  of  directors  of  the  leading  financial  establish- 
ments was  held  the  same  day,  and  organized  a syndicate  to  assist  the  Bank  to 
continue  operations. 

The  Law  of  Negligence. — In  the  case  of  Bird  v.  Louisiana  State  Bank, 
which  was  one  of  error  to  the  Circuit  Court  of  the  United  States  for  the  Dis- 
trict of  Louisiana,  the  holder  of  an  indorsed  promissory  note  sent  it  to  defen- 
dant for  collection.  One  of  the  indorsers,  upon  whom  reliance  was  placed  at 
the  time  of  making  the  note,  resided  in  a parish  adjoining  that  of  Baton  Rouge, 
Louisiana.  Defendant’s  notary  protested  the  note  for  non-payment,  and  sent 
notices  for  the  indorsers  to  the  cashier  of  defendants’  branch  bank  at  Baton 
Rouge.  Two  days  after  indorsing  the  note  the  indorser  mentioned  had  died, 
and  executors  of  his  will  had  duly  qualified  before  the  note  was  due.  The 
death  was  unknown  to  the  notary  and  to  the  officers  of  the  branch  bank.  No 
notice  was  ever  served  on  the  executors.  Action  was  never  brought  on  the 
note  against  the  maker,  he  being  worthless.  In  an  action  against  the  defen- 
dant for  loss  resulting  from  the  negligence  of  the  officers  of  its  branch,  in  fail- 
ing to  notify  the  executors  of  the  indorser,  the  court  held  that  there  was  such 
negligence  as  to  make  defendant  liable,  and  that  the  fact  that  the  action  was 
not  brought  until  1870,  the  time  not  having  elapsed  in  which  defendant  might 
have  brought  action  against  the  maker  of  the  note,  did  not  render  plaintiff 
guilty  of  such  laches  as  would  preclude  a recovery. — Albany  Law  Jout^usI. 
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United  States  Supreme  Court  Decisions.— Liability  of  Express  Com- 
panies— Bank  of  Kentucky  v.  Adams  Express  Co.,  and  Planteis’  National 
Bank  of  Louisville  7^  same — Error  to  the  Circuit  Court  for  Kentucky. — The 
restriction  in  the  bill  of  lading  of  the  express  company  pro*riding  that  the 
company  shall  not  be  liable  for  any  loss,  damage  or  detention  of  a money 
package,  occasioned  by  fire,  does  not  protect  the  company  against  liability 
where  the  loss  is  the  consequence  of  the  negligence  of  the  carriers  or  their 
servants  or  agents.  Therefore  the  company  is  responsible  for  losses  by  fire 
caused  by  the  negligence  of  the  railroad  company  employed  by  it  in  the  trans- 
portation of  the  package.  The  railroad  company,  in  transporting  the  messen- 
ger of  the  express  company  and  the  express  matter  in  his  charge,  is  the 
^ent  of  the  express  company — employed  and  paid  by  it ; the  service  perfor.ued 
is  the  service  of  the  express  company,  a duty  incumbent  upon  the  express  com- 
pany and  upon  no  one  else.  If  any  one  is  to  be  affected  by  the  acts  or 
omissions  of  persons  employed  to  do  a particular  service,  it  must  be  the  one 
who  gave  the  employment.  Reversed. 

Damages  on  Foreign  Bills. — In  the  case  of  a bill  of  exchange  on  London, 
drawn  in  Boston,  negotiated  in  New  York,  accepted,  but  protested  for  non- 
payment, the  United  States  District  Court,  Massachusetts  district,  in  parte 
Heidelbach,  re  Glyn,  holds  that  the  rule  of  damages  is  governed  by  the  law 
of  Massachusetts. 

Rare  Coins. — Mr.  J.  R.  Stevens,  a Hartford  jeweler,  has»on  exhibition  a 
collection  of  Chinese  copper  coins  of  rare  interest  and  completeness.  It  wa.s 
obtained  by  the  Rev.  Mr.  Chewerus,  who  for  twenty  years  was  a Roman 
Catholic  missionary  in  China,  from  a professor  in  the  university  at  Pekin,  who 
collected  and  arranged  them.  They  cover  a long  period  of  time,  from  the 
earliest  authenticated  dates  of  Chinese  civilization  to  the  present  century,  and 
are  arranged  in  the  order  of  their  presumed  date.  One  of  them  is  ascribed 

2354  before  Christ;  others  to  245,  186,  178,  and  139  before  Christ.  The 
oldest  is  forked,  and  might  be  taken  as  a rough  imitation  of  the  human  figure, 
and  another  of  the  antiquities  is  in  the  shape  of  a razor.  Those  of  these 
odd  shapes  may  be  regarded  as  charms  against  pestilence,  or  instruments  to 
allay  the  wrath  of  the  terrible  Fung  Shuey,  rather  than  as  money.  Most  of 
the  coins,  however,  are  the  well-known  round  coins  with  the  square  holes  in 
the  center,  and  the  inscriptions  on  the  border,  by  which  the  Pekin  profes- 
sor was  able  to  fix  the  period  of  their  issue.  Some  of  them  are  nearly  as 
large  as  a half-pound  weight,  but  the  average  size  varies  from  that  of  the 
quarter-dollars  to  that  of  the  half-dollars,  which  are  still  occasionally  to  be 
seen  at  brokers’  shops  or  in  numismatic  collections. 
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State  Place  and  Capital,  Bank  or  Banker.  N.  Y.  Correspondent  and  Cashier. 

Ark.  ...  Pine  Bluff. Merchants  & Planters’  B’k.  Importers  & Traders’  Nat  B’k. 

$58,000  F.  D.  Wilkins,  Pr.  H.  H.  Hunn,  Cas. 

Cal,  ...  Wheatland . ...  Far.  Bank  of  Wheatland. . 

$40,000  C.  Holland,  Pr.  W.  W.  Holland,  Cas. 

Colo...  Canon  City....  The  Bank  of  Canon Gilman,  Son  & Co. 

Berthard  F.  Moore,  J'r»  William  H.  McClure,  Las. 

**  ...  Evans Weld  County  Bank Ninth  National  Bank. 

D.  C.  Wyatt,  Pr.  S.  A.  Stevenson,  Las. 

“ ...  Lake  City Bank  of  Lake  City Commercial  Nat.  Bank,  Chicago. 

Dak....  Sioux  Falls Sioux  Falls  Bank,  ( J B.  Young.)  W.  A.  Stephens  & Co- 

Ill.  ...  Chicago Branch  Ger.-Amer.  Bank..  German- American  Bank. 

Justus  Kilian,  Pr.  Herm.  Niether,  AssU  Cos 

**  ...  Galva Lynd  & Yocum.  John  J.  Cisco  Son. 

« •••  W'hite  Hall....  White  Hall  Banking Asso.  

L.  E Worcester,  Pr.  Isaac  Powell,  Cas. 

Iowa...  Washington....  Wash.  County  Sav.  Bank.  Third  National  B.ank* 

$25,000  William  Rowan,  Pr.  J.  H.  Young,  Cas. 

Kan....  Council  Grove.  State  Bank Donnell,  Lawson  cS:  Co- 

O.  S.  Munsell,  Pr.  T.  E.  Newlin,  Cas, 

**  ...  Holton Holton  City  Bank Importers  & Traders’ Nat.  B’k. 

John  S.  Hopkins,  Pr.  Ira  I.  Taber.  Cas. 

Ky.  ...  Owen.sboro Farmers  & Traders’  Bank.  Ninth  National  Bank- 

$50,000  A.  D.  Hill,  /’r.  Edward  B.  Colgan,  Cas. 

La.  ...  Baton  Rouge..  David  & Garig Third  National  Bank. 

Mich.  . Evart Exchange  Bank.  (MarkArdis.)  National  Park 'Bank. 

“ ...  Imlay  City George  N.  Terry  & Co.  ...  Importers  & Traders’  Nat.  B’k. 

“ ...  Midland  City..  M.  Anderson  & Co Importers  & Traders’ Nat.  B’k. 

Minn..  Lu  Verne Bank  of  Lu  Verne Ninth  National  Bank. 

P.  J.  Kniss,  Pr.  O.  D.  Brown,  Cas. 

Mo.  ...St.  Louis Lafa}ette  Bank German- American  Bank. 

$i5C,cxx>  John  Paul,  Jr.,  Pr.  F.  Leser,  Cas. 

“ ...  Albany  Gentry  County  Bank Donnell,  Lawson  & Co. 

G.  W.  Lewis,  Pr.  M.  L.  Millen,  Cas. 

“ ...  Brookfield H.  De  Graw Fourth  National  Bank. 

“ ...  La  Plata La  Plata  Savings  Bank,...  Donnell,  Lawson  & Co. 

“ ...  Trenton Union  Bank First  Natioiial  Bank. 

$ 30,000  William  Bradley.  Pr.  George  Gilmore,  Cas. 

Neb.  ...  North  Bend C.  C.  Kendall Kountze  Brothers, 

Ohio...  St.  Marys Bank  of  St.  Marys Third  National  Bank. 

Penn.  . Bangor Bank  of  Bangor Fourth  National  Bank. 

Simon  B.  Chase,  Pr.  Jacob  E.  Long  Cas. 

Texas.  Fort  Worth....  McCrearey  & Barlow Ninth  National  Bank. 

Utah..  Ogden G.  W.  Guthrie  & Co George  Opdyke  & Co. 

Wis.  ...  La  Crosse La  Crosse  National  Bank  National  Park  Bank. 

$ 50,000  . Gideon  C.  Hixon,  Pr.  Samuel  S.  Burton,  Cas. 

“ ...  Waupun George  Jess  & Co Fourth  National  Bank. 
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( Monthly '\List ; continued  from  December  No,^  page  489.  J 
December,  1876. 

Name  qf  Bank.  Elected.  - In  place  of 

N.  Y.  City.  Grand  Central  Bank...  Frederick  W.Lx>ew,/y.  G.  N.  Williams. 

“ . Harlem  Bank. W.  T.  Ryerson,  Pr...  A Smith. 

**  . “ C.  H Roberts,  Cos....  W.  T.  Ryerson. 

**  . Manufs.&Merch.  Bank.  Joseph  Pool,  Pr A.  Masterton. 

J0AL.  ...  Bank  of  Gilroy,  Gilroy George  E.  Hersey,  Cos'  S.  Barkley.* 

“ ...  Bank  of  San  Luis,  Obispo...  P.  W.  Murphy,  Pr....-  C.  H.  Phillips. 

“ ...  “ “ C.  H.  Phillips,  Cos.,..'  E.  J.  Smith. 

Colo...  Stockgrowers^'N.B.,  Pueblo.  M.  H.  Fitch,  Pr C.  B.  Lambom. 

“ ...  “ **  “ Fred.  Rohrer,  Gw.. ...  S.  T.  Collins. 

“ ...  BentCo.B^k,W  Las  Animas.  John  H. Maugham,  CVw  J.  S.  Hough. 

D.  C. ...  People*sSav.B’k,W’shingt*n.  C.  D.  Gilmore,  Pr 

“ ...  “ “ “ W.  L.  Van  Derlip,  Gw.  G,  W.  Bullock. 

Ga.  ...  B’kof  the  University,  Athens.  M.  Stanley,  Pr L.  G.  Harris. 

**  ...  Tatnall  Co. Bank,  Reidsville  James  McNatt,  Pr.....  J.  O.  Easterling. 
**  ...  **  “ “ J.  J.  Easterling,  Gw...  L.  Hubbell. 

III.  ...  Third  National  B’k,  Chicago.  W.  S.  Smith,  Cos L.  V.  Parsons.* 

“ ...  “ “ “ T.  B.  Hicks,  As^t W.  S.  Smith. 

“ ...  Farm.  Nat.  Bank,  Princeton.  W.  W.  Ferris,  Cos C.  Gray. 

Iowa...  Ger.Am.  Sav  B.,  Burlington.  William  A.  Torrey,C<w.  H.  Herminghaus. 

Kan....  Farmers*  Bank,  Holton R.  J Tolin,  Pr H.  P.  Bishop. 

“ ...  Farmers’  Sav.B’k,LaCygne.  J.  W.  Marshall,  Gw.  . F.  M.  Davis. 

“ ...  National  Bank  of  Lawrence.  Albert  Hadley.  Cas  ...  W.  Hadley. 

“ ...  Lawren<-e  Savings  Bank John  K.  Rankin,  Gw..  A.  Hadley. 

“ ...  “ ‘ Enoch  Hooy,  Pr J.  K.  Rankin. 

Mass...  Nat.  Webster  Bank,  Boston.  Charles  L.  Riddle, Gw.  E.  R.  Hall. 

Mich.  . Lenawee  Co  Sav,  B , Adrian.  S.  B.  Smith,  Cas W.  W.  Bruce. 

“ ...  First  Nat.  Bank,  Negaunee.  A.  J.  Maas,  Cas. F.  E.  Snow. 

Mo.  ...  Bremen  Sav.  Bank,  St. Louis.  Charles  E. Kirch er, Gtw 

“ ...  Bank  of  Knob  Noster T.  F.  Melvin,  AcCgPr.  C.  Field. 

N.  Y...  Fulton  Bank,  Brooklyn John  Williams,  Pr.....  E.  A.  Lambert. 

“ ...  First  National  B’k,  Pdmyra.  Pliny  T.  Sexton,  Pr.... Cuyler.* 

“ ...  “ “ “ R.  M.  Smith,  Gw P.  T.  Sexton. 

“ ...  First  Nat.  Bank,  Westfield..  Edward  A. Skinner, L.  A.  Skinner. 

N.  C...  People’sNat.B  , Fayetteville.  B.  Fuller,  Cas A.  McLean. 

Ohio...  First  Nat  Bank,  Batesville..  Wilber  W.  Elliott,  CVw.  A.  P.  Spencer. 

“ ...  Girard  Sav.  Bank,  Girard Wm.  B.  Sampson,  Pr.  E.  Morris. 

“ ...  Northern  Nat.  B’k,  Toledo.  John  T.  Newton,  Pr..  E.  C.  Bodman. 
Penn.  . Dime  Sav.  Bank,  Lebanon..  George  Gleim,  Pr.....  A.  R.  Baughter. 

Tenn..  N.  B.  of  Lebanon,  Lebanon.  N.  Green,  Pr J.  S.  McC  lain. 

Texas.  Galveston  Bank  & Trust  Co..  J.  S.  Brown,  Sec C.  F.  Hohorst. 

Vt.  ...  First  Nat.  Bank,  St.  Albans.  Edward  A.Sowles,  Pr.  H.  Bellows. 

♦ Deceased. 
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Ark....  Smart,  Hudson  & Co.,  PineJBluff;  merged  in  Merchants  & Planters* Bank. 
Colo...  Otero,  Sellar  & Co.,  Granada;  now  at  La  Junta. 

Del,...  Craige,  Johnson  & Co.,  Wilmington  ; now  Elliott,  Johnson  & Co. 

III.  ...  National  Bank  of  Commerce,  Chicago  ; retired. 

“ ...  J.  M.  Erlenborn,  (Germania  B’k,)  Mendota  ; now  Erlenbom  & Goedtner. 
“ ...  D.  & W.  A.  Rankin  & Co.,  Rankin;  now  Rankin  & Whitham. 

“ ...  S H.  Morrell,  ( Merch.  & Planters*  Bank,)  Sullivan  ; now  William  Elder. 
“ ...  W.  M.  Miner,  Wyoming ; succeeded  by  Farmers’  Bank  of  Wyoming. 

Ind.  ...  J.  G.  Hardy,  Covington;  withdrawn  from  business. 

Iowa...  George  E.  Frost,  Clear  Lake ; now  Clear  Lake  Bank. 

**  ...  Kridler  & Mosher,  Dallas  Centre ; now  W.  H.  Kridler  & Co. 

“ ...  D.  Heaton  & Co.,  Greenfield ; now  Adair  County  Bank. 

“ ...  J.  R.  Pumphrey,  Primghar ; now  Primghar  Exchange  Bank. 

Kan,...  First  National  Bank,  Council  Grove ; sue.  by  State  Bank  of  Council  GroTC, 
“ ...  John  P.  Johnson  & Co.,  Highland ; now  John  P.  Johnson. 

“ ...  Farmers’  Bank,  Holton  ; now  Farmers*  Bank  and  Loan  Agency. 

“ ...  Henry  Taylor  & Co.,  Oskaloosa  ; now’  Henry  Taylor. 

Ky.  ...  People’s  Bank  of  Kentucky,  Louisville ; in  liquidation. 

“ ...  Morton,  Green  & Quigley,  Louisville;  now  Quigley  & Green. 

Mich..  Charles  Montague,  Coro;  now  Caro  Exchange  Bank. 

Miss. ...  J.  & T.  Green,  Jackson;  now  Green’s  Bank. 

**  ...  Keller  & Co.,  Woodville ; discontinued. 

Mo.  ...  Lafayette  Savings  Bank  and  Carondelet  Avenue  Bank,  SL  Louis ; consoli- 
dated as  Lafayette  Bank. 

**  ...  Comstock  & Millen,  Albany ; succeeded  by  Gentry  County  Bank. 

“ ...  First  National  Bank,  La  Grange ; in  liquidation. 

“ ...James  H.  Neal  & Co.,  Lamar;  now  James  H.  Neal. 

**  ...  Maysville  Exchange  Bank,  Maysville ; now  Maysville  Bank. 

“ ...  First  National  Bank,  Trenton;  succeeded  by  Union  Bank,  same  officers. 
Mont..  A.  F.  Graeter  & Co.,  Bannock  City ; not  in  banking  business. 

N.  J. ...  Samuel  R.  Smith,  Trenton ; succeeded  by  Clinton  Smith. 

Penn...  First  National  Bank  Northumberland ; winding  up. 

“ ...  Iron  Bank,  Phenixville ; in  liquidation. 

**  ...  Darlington  & Marshall,  West  Chester ; now  Smedley  Darlington. 

WiS.  ...  Crim  & Starkw'eather,  Beloit ; succeeded  by  Exchange  Bank  of  Beloit. 
“ ...  Clark,  Ingram  & Co.,  Eau  Claire;  now  Clark  & Ingram. 

“ ...  L.  C.  Patterson  & Co.,  New  London;  sue.  by  Bank  of  New  London. 

“ ...  C.  W.  Henning,  Waupun ; succeeded  by  George  Jess  & Co. 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANK. 
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< Capital. ; — > 

No.  Name  and  Place.  President  and  Cashier.  Authorized,  Paid. 

2344  La  Crosse  National  Bank,  Gideon  C.  Hixon $ 100,000 

La  Crosse,  Wis.  Samuel  S.  Burton.  ^ So^oon 
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NOTES  ON  THE  MONEY  MARKET. 

NEW  YORK,  ‘ DECEMBER  23,  1 876. 


Exchange  on  London  at  sixty  days'  sights  4.83  a 4.83^,  in  gold. 

Several  important  changes  are  taking  place  in  our  money  market.  There 
has  been  the  usual  outflow  of  greenbacks  to  the  interior  to  move  the  crops ; 
and  the  usual  movement  preparatory  to  the  Christmas  settlements.  Although, 
therefore,  the  demand  for  money  is  not  very  large  in  legitimate  business,  still 
there  has  been  considerable  temporary  movement,  and  rates  are  somewhat 
advancing,  though  they  will  probably  recede  again.  Considerable  irregularity 
has  prevailed  in  consequence  of  the  large  amount  of  idle  capital  which  lies 
acciunulated  in  all  the  financial  centers  seeking  investment  Another  point  of 
interest  which  has  created  considerable  excitement  in  the  monetary  circles  is 
the  determination  on  the  part  of  several  of  our  banks  to  reduce  their  capital. 
The  Bank  of  the  Republic,  the  Metropolitan  Bank,  and  the  Fourth  National 
Bank  are  the  institutions  which  have  at  present  taken  actual  steps  for  this 
purpose.  Other  banks  are  expected  before  long  to  follow  their  example.  One 
of  the  reasons  for  this  reduction  of  capital  is  a desire  to  escape  the  pressure 
of  taxation.  And  another  is  that  the  profits  of  banking  are  now  so  much 
diminished,  that  the  directors  find  it  very  difficult  to  earn  dividends  on  a large 
amoimt  of  capital.  Of  course,  under  ordinary  circumstances,  a bank  with  five 
millions  of  capital  should  offer  greater  security  to  the  public  than  a bank 
with  two  or  three  millions  only.  But  the  public  do  not  seem  to  take  this 
view  of  the  advantages  of  a large  capital  at  the  present  moment,  and  as  the 
public  are  unappreciative  we  cannot  wonder  that  the  managers  and  directors 
of  our  banks  are  inclined  to  listen  to  the  temptations  which  exorbitant  taxa- 
tion and  other  circumstances  offer  to  them  to  reduce  their  capital.  It  will, 
however,  be  a cause  of  much  regret  and  of  some  future  danger  if  this  move- 
ment of  diminishing  our  banking  capital  should  go  too  far.  Another  move- 
ment of  importance  is  being  conducted  by  the  Clearing-House  banks  against 
the  burdens  of  taxation.  A meeting  was  held  at  the  New  York  Clearing- 
House  a few  days  ago  on  the  subject,  when  resolutions  were  passed  to 
make  efforts  for  the  repeal  of  the  most  mischievous  of  the  bank  taxes,  and 
to  memorialize  both  Congress  and  the  State  Legislatures  for  this  purpose. 
Similar  meetings  we  learn  are  about  to  be  held  in  all  the  other  cities  of 
the  United  States  where  Clearing-Houses  are  in  operation. 
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There  has  been  a little  more  monetary  excitement  during  the  month,  and  the 
rates  are  somewhat  better.  Loans  on  call  are  made  at  three  and  a half  to 
six  per  cent.  The  banks  and  trust  companies  lend  at  the  higher  rate. 
Commercial  paper  of  the  best  grades  is  scarce,  and  there  is  a fair  demand. 
Lower  grades  are  not  in  favor.  The  movement  of  currency  from  the  City 
continues,  and  is  likely  to  do  so  for  some  time  to  come.  The  disburse- 
ments of  dividends  at  the  close  of  the  month  will  tend,  it  is  supposed,  to 
revive  the  ease  and  to  increase  the  plethora  of  money.  The  reserves  of  the 
banks  are  increasing  and  the  surplus  above  the  legal  minimum  now  amounts 
to  nearly  twelve  millions,  being  larger  than  at  any  period  since  October,  14, 
when  the  surplus  amounted  to  $ I3»535»325.  Prior  to  that  date  the  surplus 
had  ranged  above  twelve  millions  for  several  months  as  may  be  seen  from 
the  subjoined  table  : 


Jan.  8 

Loans. 

$ 263,044,000 

Total 

Reserve. 

$63,478,200 

Deposits. 

$ 210,820,200 
216,658,500 

Surplus. 

% *0,773.155 

" 15 

261,652,100 

67,871,600 

13.856,970 

**  22 

260,806,900 

69,141,100 

. . 

217,324,200 

14,810.05s 

“ 29 

262,207,000 

69,141,100 

220,023,900 

15.505,720 

Feb.  5 

266,067,400 

• • 

70,927,000 

224,509,100 

*4  7 >9.725 

“ 12........ 

266,556.700 

72,400,200 

225. 551^.500 

• > 

16,010,575 

“ *9  

268,01 1 ,400 

71,01 2.700 

224,762.200 

14,822,150 

“ 26 

268,480,000 

69,719.300 

224.337,400 

*3,634.950 

Mar.  4 

270,162,800 

69. (>46, 800 

226,426.400 

13,040,200 

“ 

270,748,400 

70,709,300 

• • 

227,102,800 

13.9/3,600 

“ 18 

263,8r»6,700 

67.977.500 

220,584,900 

. . 

*2,831,275 

‘‘  .25 

261 ,254.000 

65,277,.>oo 

214,181,600 

**,732,500 

April  

261,351,200 

• • 

62,'..8<),6oo 

211,561,100 

9.9^>532S 

8 

261 ,786,200 

59,037,200 

207,993.300 

7.0,38.875 

“ 15 

25S.297,tJoo 

58,237,600 

205.54^,500 

6,851,97s 

" 22 

253.75-i.400 

59,474,100 

203,262,400 

8,658,500 

“ 29  

252.117,200 

60,165,900 

202,529,100 

9,533.625 

May  6 

257,01  5,6tx» 

• • • 

58,986,600 

205,669,000 

• • 

7.569.350 

“ 

255.808,800 

61.524,400 

207,900,300 

9.549.325 

“ 20. ....... 

25  210. 500 

64,0',9,100 

207,993.500 

12,01/0,725 

27 

251,492,700 

(>(,,h5S.C,lOO 

208,978,700 

14.414,225 

June  3 

“ 10 

250,679.500 

^K)..^55.3oo 

211,196,600 

*6,456,150 

249.^,0.700 

68,787, 100 

210,830,500 

• • 

16,081 ,475 

*7 

246.8^^2,100 

69,678,400 

208,602,000 

.. 

*7.527.900 

24 

248. 107,400 

• • 

69,104,500 

208,751 ,800 

16,916.550 

July  

251. 883 , 300 

73,0/2,200 

216,055,200 

*9,056,405 

“ 8 

255.653.300 

• • 

77,031 ,800 

223.704,100 

21,105,770 

“ *5 

25,^,761, 100 

. . 

77,1 1 7,(x>o 

• . 

224,167,500 

2*. 075, 725 

*'  

251,682.100 

77.879,(00 

224.705,800 

21,703,150 

“ 29 

250.505,000 

78,8iS,(x)0 

223,829,100 

.. 

22,861,325 

ug.  5 

252.756*300 

80,459.300 

226,479,800 

« . 

23-839.350 

“ 12 

253.075.800 

79,775,200 

226,515,100 

• • 

23.446,425 

" *9 

253.387.400 

77,475.700 

226,006,600 

20,956,050 

“ 26 

254.443.400 

77,885.500 

226,542,900 

21,249,770 

Sep.  2 

255.823,500 

79,922,800 

>. 

228,593,000 

• • 

22,774-555 

, 9 

258.431,100 

80,307,400 

231  ,o(>9,50o 

22,540,025 

' 16 

260,630,500 

81,627,300 

234,198,100 

23.077,77s 

“ 23 

261 ,842,000 

76,567,(hx> 

.. 

23  >,635, 400 

*8.658,750 

“ 30 

262,428,900 

73,218,400 

227,582,500 

. . 

*6,322,775 

ct*  7 

263,323,300 

73,056,800 

226,065,500 

16,540,425 

M 

262,7^4,300 

69,016,800 

22 1,9. ’5, 900 

*3.535.,32S 

“ 21 

261,9(18,700 

86,356,800 

221,218,200 

11.052,250 

“ 28 

259,840,800 

64.809,200 

215,303,000 

*0,983.450 

Nov.  4. 

260,684,200 

63,790,400 

215,392.900 

9.9*2,175 

“ 11 

259.652,400 

61,730,000 

>. 

212,134.500 

8,696.375 

“ 18 

259.147,100 

62,173,500 

211,313,900 

. . 

9,345,025 

*'  25 

257,487.700 

62,294,1/00 

• • 

209,932,400 

• • 

9,81 1,800 

Dec.  2 

256,589,700 

60, 307, .800 

.. 

207,322,000 

8,475.300 

“ 9 

256,081.000 

.. 

59,297,600 

204,850,800 

8,084,600 

“ 16 

254,147,200 

63»479,6oo 

•• 

206,524,500 

•• 

11,848,47s 

It  will  be 

observed  that  the 

increase  in 

the  reserves  during  the 

last  week 

has  amounted  to  nearly 

four 

millions.  This  increase  is  due  chiefly  to  the 

disbursement 

of  $4,623,800  of  specie  from 

the 

sub-treasury 

which 

has  been 
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received  from  Europe.  Another  peculiarity  of  the  Bank  statement  is  the 
falling  off  in  the  loans  in  consequence  of  the  stagnation  of  business.  The 
deposits  show  very  little  change  during  the  month  notwithstanding  the  drain  to 
the  West  to  move  the  crops.  The  explanation  probably  is  that  the  move- 
ments of  currency  are  so  rapid  in  consequence  of  the  facilities  of  our  rail- 
roads and  telegraph,  that  the  same  mass  of  greenbacks  is  made  useful  after 
very  little  delay  in  widely  remote  districts.  The  specie  averages  show  an  in- 
crease which  is  partly  produced  by  the  causes  just  referred  to.  Subjoined  are 
our  usual  statistics  of  the  clearing  house  banks  of  New  York  : 


Legal  Excess  o/ 

1876.  Loans.  Specie,  Te^ers.  Circulation.  Deposits.  Reserve. 

Nov.  as 1257.487,700  . I 20.084,500  .$42,210,400  .$15,132,700  . $209,932,400  . $9,811,800 

Dec.  2 256,589,700  ..  20,484,100  ..  39,823,700  ..  14,952,800  ..  207,322,000  ..  8,477,300 

**  9 256,681,000  ..  22,923,400  ..  36.373,900  ..  15,032,100  ..  204,850,800  ..  8,084,600 

“ 16 254,147,200  ..  26,947,200  ..  36,532.400  ..  15,121,100  ..  206,524,500  ..  11,848,475 


The  Clearing-House  exhibit  of  the  Boston  banks  for  the  past  month  is  as 
below : 

1876.  Loans.  Specie.  Legal  Tenders.  Deposits.  Circulation. 

Nov.  as $132,980,900  ....$1,86^,600  ....$7,994,100  ....$82,314,700  ....$22,199,900 

Dec.  2 *3V75^»900  ••••  1,962,200  ....  8,161,900  ....  83,601,800  ....  22,086,700 

" 9 134,541,300  ....  2,052,600  ....  7,801,000  ....  84,130,000  ....  22,202,600 

**  16 132,747,700  ....  2,663,500  ....  7,296,400  ....  80,777,500  ....  22,347,600 

The  Philadelphia  bank  statements  for  the  same  time  are  as  follows  : 

1876.  Loans.  Specie.  Legal  Tenders.  Deposits,  Circulation. 

Nov.  25 $62,032,675  ....$780,586  $19,206,431  ••••  $55.903,51 1 ....$10,117,215 

Dec.  2 62.305.082  ....  829,170  18,416,390  ....  55.626,693  ...  10,071,157 

“ 9 62,590,289  ....  919.713  ••••  16,680,227  ...  53.854703  ••••  *0,136,541 

**  16 62,607,257  ....  982,819  ....  14,699,909  ....  52,110,691  10,133,268 

The  stock  market  is  active  and  feverish.  Governments  are  in  demand  for 
banks  and  investors  but  there  is  very  little  activity  in  the  foreign  demand. 
Still  the  expectation  is  that  in  a short  time  the  demand  from  abroad  for 
Government  securities  will  augment.  So  many  circumstances  are  combined  to 
shake  the  confidence  of  European  investors  in  the  chief  securities  which  have 
been  popular  there  that  some  new  investments  are  certain  to  be  demanded 
and  it  is  the  opinion  of  some  of  the  best  and  shrewdest  of  our  foreign 
bankers  that  the  Government  bonds  of  the  United  States  are  more  likely 
than  any  other  securities  to  supply  this  want  of  new  investments.  Mr. 

Culloch  who  is  now  on  a visit  to  this  country  has  frequently  expressed  this 
opinion ; and  we  believe  that  he  extends  his  expectations  of  a foreign  de- 
mand to  our  best  railroad  securities  whose  credit  is  approved  and  whose  man- 
agement is  sound.  In  State  bonds  there  is  very  little  doing  in  this  market. 
Railroad  bonds  of  the  best  trunk  lines  are  in  good  demand,  but  there  is  less 
disposition  than  has  recently  appeared  to  invest  in  those  of  doubtful  future. 
In  railroad  shares  there  has  been  a feverish  and  speculative  activity  but  very 
little  decisive  movement  Coal  stocks  are  more  steady  and  are  being  taken  up 
for  investment  by  shrewd  capitalists.  The  cessation  of  the  railroad  war  is  favors 
able  to  the  market  for  railroad  shares.  But  the  general  movements  at  the 
Stock  Exchange  are  heavy  and  slow,  hesitating  and  feverish.  We  append  our 
usual  quotations : 
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Quotations:  Nov.  27.  Dec.  i.  Dec,  8.  Dec.  15.  Dec.  23. 

Gold logV^  ..  X09  ..  ..  xo^\i  ..  107^^ 

U.  S.  5-20S,  1867 Coup.  xisH  ••  ••  **5  ••  “SH  ••  **654 

U.  S.ncw  10-40S  Coup.  **4/4  ••  **3^!^  ••  **2^  ••  **2fi  ••  **3 

West.  Union  Tel.  Co. . 71 H ..  7*K  ••  7*51^  ••  7*^  ••  7*H 

N.  Y.  C.  & Hudson  R.  102^4  ••  *01 ••  *o2j4  ..  *o6)4  ••  *oaH 

Lake  Shore 565^  . . 5S5{  . . 56^  . . 58  . . S8>4 

Chicago  & Rock  Island  98H  ••  ••  *«>  ••  99^4  ••  loiH 

New  Jersey  Central...  34>a  ••  3454  ••  3454  ..  4 ••  3754 

Del.  Lack.  & West....  69H  ••  69J4  ••  7*  ••  7*H  ••  7254 

Delaware  & Hudson..  69*4  ••  6954  ••  7o54  ••  70  ••  7*54 

North  Western 35  ..  35^4  ••  ,36  ••  35 5^  ••  3^54 

Pacific  Mail 24^4  ••  24^4  ••  24^  *•  24  ..  2454 

Erie 9^  ..  ..  954  ..  9?^  • • 954 

Call  Loans 3@5  .•3/4  <'•^6..  3@4  ••  4<9>4/4..  5^6 

Discounts 454  @7  ••  454  @7  ••  454  @7  ••  5@8.. 

Bills  on  London 4.82-4.84  *.  4.82-4.84  ..  4.82-4.84  ..  4.82-4.84  ..  4.83>4.85 

Treasury  balances,  cur.  $43,396,014..  $42,396,739..  $42,535,102..  $42,785,616..  $42,409,214 
Do.  do.  gold.  $54.5*3.534  5 5S.889.683  ..  $57,052,674  ..  $66,071,700..  $65,497,230 


The  money  market  in  London  shows  similar  features  to  our  own.  The  Lon- 
don Economist  says  that  there  is  a decided  improvement  in  the  rates  for  money 
and  that  the  activity  in  the  iron  and  woolen  industries  arising  from  military 
mobilization  and  from  the  preparations  for  war  on  the  part  of  various  Govern- 
ments, has  given  a stimulus  to  the  activity  of  the  money  market,  though 
there  is  still  in  other  directions  a very  contracted  demand  for  loans  in  ordi- 
nary business.  In  Europe  as  here  mercantile  and  manufacturing  operations 
are  checked  by  the  uncertainty  as  to  the  solution  of  the  Elastem  question. 
The  large  withdrawals  of  gold  from  the  Bank  of  England  are  also  producing 
considerable  uneasiness.  On  the  other  hand  the  silver  market  is  recovering 
and  notwithstanding  the  large  amounts  sold  by  Germany  and  taken  for 
India  there  is  a singular  firmness  and  upward  tendency  in  the  price.  It  is 
believed  by  many  persons  here  that  the  upward  turn  has  been  too  rapid 
and  that  a reaction  is  not  improbable  even  should  the  price  afterwards 
recover  and  go  higher  than  at  present  The  movements  of  the  British 
money  market  are  chiefly  interesting  to  us  in  connection  with  the  demand 
for  our  securities  abroad  and  with  the  shipment  of  gold  this  way.  In  both 
these  respects  the  monetary  condition  both  of  England  and  of  Continental 
Europe  can  scarcely  be  considered  as  otherwise  than  favorable. 

The  National  Bank  circulation  outstanding  is  reported  at  $319,894,894  of 
currency  notes,  and  $ 2,097,390  of  gold  notes.  The  Treasurer  holds 
$337,602,800  in  U.  S.  bonds  to  secure  National  Bank  circulation,  and 
$ 18,967,000  to  secure  public  deposits.  These  statistics  compare  as  follows 
with  previous  returns  : 


Week 

ending 

Notes  in 
circulation. 

Bonds  /or 
circulation. 

Bonds  /or 
U.  S.  deposits. 

Total  bonds. 

Coin  in 
Treasury. 

Cwif 

Certi/cates. 

1876. 

M.'iy 

20. . . 

• 335.*97.*05  • 

• 344.883,850 

. 18,623,000  . 

363,506,850  . 

. ^ 

June 

17... 

. 332,322,678  . 

• 342.340,550 

• 18,823,000 

361,163,550  . 

• 65,664,354 

. . 22,874,000 

July 

18... 

• 33*.839.*09 

• 340,249.850 

. 18,723,000  . 

*369.772.284  . 

. 61,848,009 

..  3f ,588,600 

Aug. 

26. . . 

. 326,562,064  . 

• 338,823,850 

. 18,723,000  .. 

. 62,580,612 

..  25,120,000 

Sept. 

16. . . 

. 324,832,877  . 

• 337.3*8,650 

. *8,743,000  . . 

*369,334.604  . 

• 63,204,594 

..  31,678.100 

Oct. 

22. . . 

• 324.970. *32  • 

• 337.289,800 

••  *9.155.000  . 

.*368,494,740  . 

• 7*. 273, *06 

..  32,210,100 

Nov. 

18... 

. 320,612,289  . 

• 337.849.800 

. . 19,103,000  .. 

. 367.535,7*6  . 

• 79.77*. 725 

..  36,224.300 

Dec. 

19.. . 

..  319,894,894  . 

. 337,602,800 

.«  18,967,000  . 

• 356,569,800  . 

* Outstanding  greenbacks. 
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A table  of  the  traffic  through  the  Suez  Canal,  drawn  up  by  the  company, 
shows  that  the  route  is  now  taken  by  24  regular  lines  of  steam  vessels, 
employing  234  vessels,  of  a total  gross  tonnage  of  509,447  tons.  Classed 
according  to  their  nationality  the  share  of  England  is  152  vessels,  of  350,273 
tons;  next  follows  France,  18  vessels,  of  42,624  tons;  Holland,  15,  of  36,535 
tons;  Austria,  18,  of  29,227  tons;  Italy,  10,  of  15,218  tons;  Russia,  8,  of 
13,433  tons;  Germany,  8,  of  11,386  tons,  and  Spain,  5,  of  10,751  tons.  The 
English  vessels  and  tonnage  do  not,  however,  represent  the  share  of  England 
in  the  traffic,  which  amounts  to  nearly  four-fifths,  English  vessels  making 
more  trequent  passages.  The  company  which  employs  the  greatest  number 
of  vessels  on  the  route  is  the  Peninsular  and  Oriental,  with  46 ; the  Mes- 
sageries  Nationales  and  Austrian  Lloyd’s  have  each  18 ; Fnance,  Austria, 
Germany,  Spain,  Italy,  and  Russia  have  each  only  a single  line  of  steamers 
using  the  canal;  Holland  has  3,  and  England  15.  With  regard  to  the  itine- 
raries of  the  different  steamers,  17  run  to  the  Red  Sea  and  the  Persian  Gulf ; 
62  to  Bombay ; 60  to  Colombo,  Madras,  and  Calcutta  ; 5 to  the  Mauritius  and 
Reimion,  62  to  Cochin  China,  China,  and.  Japan : 5 to  Rangoon  and  Burmah, 
5 to  the  Philippines,  and  18  to  the  Dutch  Indies. 

In  connection  with  the  silver  question  the  London  Economist  says:  “Jhe 
proposition  is  put  forward  in  Germany  for  the  coinage  of  a new  trade  dollar, 
{handels-piaster.)  The  reasons  for  this  are  forcibly  given  by  Prof  Soetbeer,  of 
Hamburg.  It  seems  that  the  silver  which  the  Government  will  have  for 
sale  in  large  quantities  during  the  next  two  or  three  years  is  of  great  fine- 
ness— over  996-1000.  Supposing  that  the  silver  which  will  have  to  be  sold 
in  the  market  exceeds  fifteen  million  sterling,  no  better  market  can  be  found 
.than  the  vast  Eastern  countries  which  have  already  absorbed  so  much  since 
the  price  of  the  metal  began  to  sink.  It  will  manifestly  be  of  advantage  to 
coin  this  silver,  if  it  be  coined,  into  pieces  of  the  same  degree  of  fineness. 
Moreover,  a high  degree  of  fineness  is  what  is  most  prized  among  the 
Eastern  mercantile  communities.  A coin  of  high  value  would  be  appreciated, 
and  probably  taken  in  preference  to  those  of  a lower  standard  of  purity. 
But  the  experiment  will  have  to  be  on  a large  scale ; the  new  coins  would 
require  to  be  known  and  generally  circulated  in  China  and  connected  mer- 
cantile districts.  The  degree  of  their  popularity  could  not  be  ascertained  by 
a small  experiment  If  the  German  Government  are  to  do  it,  they  must  do 
it  on  a large  scale.  In  any  case  the  loss  would  not  necessarily  be  large, 
and  it  would  probably  be  not  only  the  best  means  of  encouraging  an  East- 
ern demand  for  the  silver  which  Germany  has  to  spare,  but  it  would  be  the 
most  economical  method  by  which  the  form  of  the  old  demonetized  coins 
could  be  changed  into  one  suitable  for  current  use.  The  precise  value  of 
the  new  coin  would  be  40  20-49  to  a kilogramme  of  fine  silver,  and  the 
fineness  would  be  995-1000.  The  silver  handed  into  the  German  mints  for 
coinage  in  this  new  form  would  require  to  be  at  least  995-1000  fine.  The 
mint-charge  would  be  only  one-half  per  cent.  The  main  difference  between 
the  proposed  new  coin  and  the  American  trade  dollar  would  be  that  while 
new  coin  would  contain  the  above  proportion  of  fine  silver,  the  trade  dollar 
is  only  900-1000  fine ; and  a further  advantage  to  the  coin  lies  in  the  fact 
that  the  mint-charge  is  only  put  at  one-half  per  cent.,  while  that  of  the 
trade  dollar  is  as  much  as  one  and  a quarter.  The  scheme  has  plainly  the 
merits  of  providing  for  a rapid  and  economical  supply,  in  order  to  meet  the 
main  demand  in  the  most  direct  manner  conceivable.  Maria-Theresa  thalers 
have  lately  been  coined  in  increasing  amounts  in  Austria  for  this  very  purpose 
of  export  to  the  East,  and  principally  to  Egypt. 
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The  exports  from  New 

York  to  foreign 

ports  in  the  month  of 

November, 

were  as  follows  : 

1874. 

»875- 

1876. 

Domestic  produce 

...  $19,108,193 

...  $222,84,560 

123.783,896 

For  free  goods 

*57,207  .... 

165.170 

Do.  dutiable 

— 

....  773. 200 

....  808,538 

697.383 

Specie  and  bullion 

2,231,635 

950,959 

Total  exports 

...  $ 24, 4^6, 8.^5 

$25,487,940 

$25,597,408 

Do.  exclusive  of  specie..  . 

19.988,235 

23,250,305 

24.646,449 

The  foreign  imports 

at 

this  port  for  the 

month  of  November,  are  subjoined  : 

1874. 

1875. 

1876. 

Entered  for  consumption.  . 

....  $l^,l3^o35 

— ^9, 29*, 475 

$ 8,289,412 

Do.  for  warehousing 

....  4.253.653 

....  4,089,354  .... 

3,617,664 

Free  goods 

8.564,179 

— 7,687,532  — 

5,403,  *82 

Specie  and  bullion 

306.405 

— 1,031,050  .... 

5,886,1  to 

Total  entered  at  port. ...... 

.... 

....  $24,256,272 

$22,100,311  .... 

$23,196,368 

Withdrawn  from  warehouse. 

5,679.873 

....  6,812,727  .... 

5,229,733 

The  foreign  imports  at 

New  York  for  eleven  months  from  January  i,  com- 

pare  as  below  ; 

1874. 

*875- 

1876. 

Entered  for  consignment... 

...  $162,126,165 

$138,275,125  

1*7,526,456 

Do.  for  warehousing 

. ...  100,247,004 

•••*  85,342,054  .... 

72,61 1,084 

Free  goods 

....  100,817,010 

82,975,469  .... 

68,330,083 

Specie  and  bullion 

...  5.750.689 

....  12,802,601  .... 

*4.965, *52 

Total  entered  at  port 

. ...  $388,949,868 

^3>9.395.249  

$273,432,775 

Withdrawn  from  warehouse. 

99.430,613 

91,874,836  

74.862,331 

The  total,  exclusive 

of 

specie,  for  eleven  months,  is  thus  seen  to  be 

fourteen  and  a half 

millions  above  the 

corresponding  figures  of 

last  year, 

but  as  much  below  the  returns  for  the  same  time  in  1874,  and  twenty-seven 

millions  below  the  aggregate  for  the  first  eleven  months  of  1873, 

We  annex 

a summary  for  the 

last 

three  years,  of 

the  exports  from  New  York  to 

foreign  ports  for  eleven  months  from  January  i : 

1874. 

*875- 

1876. 

Domestic  produce 

. $251,766,476 

$224,451,482  — 

$238,584,391 

For  free  goods 

*,979. >7* 

..  1,821,1:6  .... 

2,626,915 

Do.  dutiable 

6,689,700 

5.965.768 

5,683,826 

Specie  and  bullion 

48,724.587 

65,793.440 

4 * .693.339 

Total  exports 

• #309.  >59.934 

..  $298,031,806  .... 

$ 288,588,471 

Do.  exclusive  of  specie 

260,435.347 

..  232,238,366  .... 

246.895,132 

It  must  be  remembered  that  both  in  imports  and  exports  a much  larger 
volume  of  goods  is  now  represented  by  an  equal  number  of  dollars.  All 
classes  of  foreign  goods  have  been  very  much  lower  in  this  than  in  the 
previous  years. 


DEATH. 

At  Troy,  N.  Y.,  on  Friday,  December,  22d,  aged  seventy-five  years,  Thomas 
Symonds,  President  of  the  Manufacturers’  National  Bank  of  Troy. 
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THE  PROSPECTS  OF  OUR  SECURITIES  ABROAD. 

A noteworthy  change  has  taken  place  since  the  spring  of 
1876,  in  the  movements  of  our  Government  bonds.  During 
the  early  months  of  last  year,  we  imported  loo  millions  of 
five-twenties  from  Europe.  Now,  on  the  other  hand,  since  the 
last  two  calls  of  bonds,  in  January,  a considerable  amount  of 
argument  and  ingenious  speculation  are  being  directed  to 
demonstrate  the  probable  activity  of  the  foreign  demand  and 
of  the  revival  of  funding  operations,  both  here  and  in  Europe. 
At  Washington,  the  officials  of  the  Department  are  in  posses- 
sion of  information  which  leads  them  to  expect  an  increasing 
demand  for  the  new  bonds  ; while  among  financial  men,  here 
and  in  the  other  banking  centres,  the  prevailing  opinion  is 
not  quite  so  sanguine.  The  bonds  just  called  in,  on  which 
interest  will  cease  in  April,  are  the  five-twenties  known  as 
the  old  65*8,  of  which  the  amount  outstanding  before  the  calls 
was  $100,558,650;  so  that  more  than  eighty  millions  of  these 
bonds  remain  to  be  called,  before  the  Secretary  can  reach 
the  class  of  bonds  which  stand  next  in  order  on  the  debt 
schedule.  There  is  little  doubt  that  the  Syndicate  had  already 
sold  a ' considerable  part  of  the  ten  millions  of  four  and  a 
half  per  cent,  bonds,  which  they  have  just  contracted  for, 
before  they  arranged  with  the  Treasury  to  issue  the  recent 
call  for  ten  millions  of  the  six  per  cents.  The  net  result 
therefore,  of  the  operation,  has  two  aspects.  To  the  Treasury' 
it  secures  a reduction  of  one  and  a half  per  cent,  in  tho 
annual  expenses  for  interest  on  this  installment  of  the  debt. 
To  the  general  market  it  causes  the  removal  of  six  per  cent. 
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short  date  obligations,  and  the  substitution  of  four  and  a 
half  per  cent,  long  bonds.  On  the  whole,  therefore,  the 
operation  consisted  in  a simple  displacement  or  exchange  of 
securities,  and  its  effects  do  not  resemble  those  which  would 
be  produced  by  the  sale  of  new  bonds  for  gold.  Such  a 
negotiation  was  recommended  some  time  ago  by  one  of  our 
contributors.  It  is  authorized  in  the  resumption  law.  The 
Secretary  can,  if  he  deems  it  expedient,  dispose  of  ten  mil- 
lions or  any  other  sum  of  bonds,  in  exchange  for  gold  for 
the  purpose  of  preparing  for  specie  payments.  If  this  power 
had  been  exercised  in  the  recent  sale  of  four  and  a half  per 
cent,  bonds  to  the  Syndicate, — if  these  bonds  had  ‘ been  sold 
for  specie,  and  the  coin  hoarded  in  the  Treasury,  we  should 
have  had  no  saving  of  interest  on  the  public  debt,  but  we 
should  have  augmented  the  annual  charge  of  the  debt  by 
^900,000.  We  should,  on  the  other  hand,  have  made  an 
important  increase  to  the  gold  balance  of  the  Treasury,  and 
should  have  put  the  Government  into  a better  position  for 
the  duties  of  resumption  which  are  to  devolve  upon  it  in 
January,  1879. 

From  what  has  been  said  it  is  evident  that  the  questions 
regarding  the  future  prospects  of  our  securities  in  Europe 
are  much  more  complicated  than  many  persons  suppose.  If 
the  supply  of  our  bonds  in  Europe  is  likely  to  be  increased 
at  an  early  date  by  our  putting  on  the  market  a large  sum 
of  four  and  a-half  per  cents,  in  exchange  for  gold  with  a 
view  to  resumption,  the  effects  of  such  a loan  would  be 
veiy  different  from  those  produced  by  a simple  exchange  of 
securities  like  that  described  above.  Moreover,  the  move- 
ments of  the  European  money  markets,  and  their  power 
to  absorb  our  Government  bonds,  are  likely  to  be  much 
disturbed  in  case  the  expected  war  in  the  East  should  sud- 
denly break  out,  and  especially  if  the  conflagration  should 
spread  and  threaten  to  last  a long  time.  The  effect  of  such 
a war  would  be,  at  the  outset,  to  induce  a multitude  of 
bond-holders  to  convert  their  securities  into  cash.  To  what 
extent  the  bonds  of  tne  United  States  are  held  by  this  class 
of  men  we  cannot  tell ; but  a considerable  volume  of  securi- 
ties of  all  kinds  would  certainly  be  thrown  upon  the  various 
bourses  of  Europe  for  sale,  and  it  would  be  futile  to  expect 
that  American  bonds  would  not  suffer  seriously  in  common 
with  other  securties.  It  is  true  that  there  is  a growing  con- 
fidence in  our  Government  credit,  which  is  making  itself 
felt  more  and  more  every  year ; but  this  confidence  is  a 
plant  of  slow  growth,  and  we  must  wait  many  years  before 
our  Government  bonds  can  be  expected  to  stand  at  as  high 
a point  in  Europe  as  their  merits  may  seem  to  us  to  justify. 

We  may  sum  up  the  whole  case  so  far  as  it  is  at  present 
discussed  in  Wall  Street,  in  two  or  three  simple  propositions. 
First,  there  are  in  the  European  money  markets  some  influ- 
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^nces  very  favorable  to  the  growth  of  a foreign  demand  for 
our  Government  bonds  such  as  would  lead  to  the  export  of 
a considerable  volume  during  the  present  year.  Secondly, 
some  of  the  rival  securities  which  formerly  competed  with 
our  bonds  have  ceased  to  do  so  because  of  their  loss  of 
credit,  and  there  are  comparatively  fewer  foreign  bonds 
which  take  so  high  a place  as  those  of  the  United  States 
in  the  estimation  of  the  great  body  of  investors  abroad. 
Thirdly,  there  is  the  expectation  of  war  which  baffles  all 
our  attempts  at  forecast.  Until  this,  and  other  contingen- 
cies, assume  more  definite  shape  and  dimensions,  and  until 
the  anxieties  of  our  our  own  political  situation  are  more 
settled,  the  prospects  of  our  securities  in  Europe  in  the 
early  future  must  inevitably  be  involved  in  doubt,  and 
certainty  cannot  take  the  place  of  conjecture. 


CHAMBERS  OF  COMMERCE  AND  BANK  TAXATION. 

BY  DR.  GEORGE  MARSLAND. 

An  important  and  influential  meeting  was  held  by  the  New 
York  Chamber  of  Commerce,  on  the  nth  January,  to  take 
steps  for  the  repeal  of  the  heavy  taxation  on  the  banking 
business.  Several  important  resolutions  were  passed,  and  a 
committee  of  ten  were  appointed  to  visit  Albany  and  Wash- 
ington, and  to  take  effective  measures  to  secure  the  proper 
legislation  as  soon  as  possible.  Not  the  least  important  of 
the  proceedings  was  the  union  proposed  of  all  the  Chambers 
of  Commerce  and  Boards  of  Trade  in  the  United  States,  and 
instructions  were  given  to  the  Secretary  of  the  New  York 
Chamber,  to  take  steps  to  induce  these  organizations  to 
co-operate  in  the*  work  so  vigorously  begun  in  this  City. 
The  petitions  have  already  received  a large  number  of  signa- 
tures, and  the  labors  of  the  Chamber  will  be  all  the  more 
useful,  from  the  fact  that  for  the  first  time  in  the  history  of 
the  bank  tax  agitation,  our  business  men  have  taken  up 
the  subject,  and  their  energy  augurs  the  best  results.  Up  to 
this  time  nearly  all  the  public  meetings,  both  in  New  York 
and  elsewhere,  which  have  been  held  to  promote  the  re- 
peal of  the  taxes  on  banks,  have  been  convened  and  managed 
by  bankers  and  financial  men.  To  many  persons  there  might 
seem  to  be  something  narrow  and  selfish  in  th»  agitation  by 
the  banks  themselves  for  relief  from  their  fiscal  burdens. 
But  in  the  present  movement  by  the  Chamber  of  Commerce, 
not  a single  banker  or  bank  officer  appeared  to  take  any 
prominent  part.  The  effort  originated  and  was  carried  on 
wholly  by  mercantile  and  industrial  firms  and  the  names  of 
a number  of  men  well-known  and  highly  respected  in  com- 
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mercial  circles,  were  appended  to  the  request  presented  early 
last  month  to  Mr.  Samuel  D.  Babcock,  the  President  of  the 
Chamber,  to  convene  this  special  meeting.  Here  we  see  one 
of  the  numerous  facts  confirmatory  of  the  statements  we 
made  sometime  ago  that  popular  opinion  was  being  rapidly 
turned  in  favor  of  the  relief  demanded  by  the  banks  for 
some  years  past  from  the  war  taxes  which  have  been  so  pro- 
ductive of  evil  both  to  our  commercial,  industrial  and  finan- 
cial progress  and  to  the  productive  interests  of  the  country 
As  to  the  evil  effects  of  the  taxation  on  our  banks, 
very  little  was  said  at  the  meeting  which  would  strike  the 
reader  as  novel.  It  was  very  far  indeed  from  the  intention 
of  the  speakers  to  dazzle  and  amuse  each  other  or  the  public. 
Their  arguments  were  plain,  simple,  and  direct.  No  business 
they  said,  can  bear  a tax  of  four  or  five  per  cent,  on  the 
amount  of  capital  invested  in  it ; and  yet  this  is  the  amount 
of  the  fiscal  burdens  imposed  upon  the  banking  business. 
Indeed,  in  the  city  of  New  York,  for  a number  of  years  past, 
the  taxes  upon  our  banks  have  averaged  over  five  per  cent, 
on  the  amount  of  their  capital.  No  wonder  that  with  such 
a pressure  weighing  them  down,  the  banks  should  be  mak- 
ing, just  now,  so  general  and  so  lamentable  an  effort  to 
lesson  their  burdens  by  reducing  their  capital.  As  one  of 
the  speakers  observed,  **the  reduction  of  bank  capital  in 
this  city,  within  a year,  amounted  to  $12,500,000,  or  about 
twelve  per  cent,  of  the  incorporated  bank  capital  of  this 
State,  and  fifteen  per  cent,  of  the  bank  capital  of  this  city. 
This  movement  for  the  reduction  of  bank  capital  and  surplus, 
as  it  has  been  chiefly  caused  by  excessive  taxation,  so  it 
will  go  on  increasing  unless  its  cause  is  removed."  More- 
over, it  is  quite  certain  that  if  our  banks  weaken  themselves 
by  reducing  their  capital,  they  will  to  that  extent  diminish 
the  facilities  which  our  banking  system  is  capable  of  ren- 
dering to  commerce  and  trade.  Not  less  certain  is  it  that 
they  will  multiply  the  danger  of  future  financial  panics. 
Every  one  knows  that  the  chief  causes  which  have  preserved 
this  country  during  the  last  ten  or  twelve  years,  in  so  remark- 
able a manner  from  commercial  revulsions,  and  have  rendered 
these  disasters  as  few  in  number  among  us  as  in  England, 
have  been  much  aided  by  the  large  capital  which  our  bank- 
ing system  possesses.  As  has  been  frequently  stated  in  this 
journal,  the  American  Bankers'  Association,  which  is  a union 
of  all  the  banks  in  the  United  States,  is  at  work  to 
get  rid  of  these  pernicious  burdens  on  capital,  and  is  pros- 
ecuting an  active  agitation  for  this  purpose  throughout  the 
country.  The  meeting  at  our  Chamber  of  Commerce,  may 
fairly  be  expected  to  give  a new  impulse  to  this  movement. 
It  will  bring  into  it  a large  number  of  intelligent  and 
influential  merchants,  manufacturers,  and  other  business  men, 
and  notwithstanding  the  pressure  of  other  legislation  in 
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Washington,  the  taxes  on  banking  which  have  so  often  been 
demonstrated  to  be  both  unpopular  and  promotive  of  mis- 
chief, can  scarcely  fail  to  be  repealed  at  an  early  day.  At 
least  the  new  movement  so  promisingly  begun  by  the  New 
York  Chamber,  will  have  the  effect  of  stimulating  the 
activity  and  promoting  the  vigor  of  the  campaign  against 
the  excessive  taxation  of  banks. 

In  Baltimore  and  in  some  other  cities  the  Chambers  of 
Commerce  and  Boards  of  Trade  are  agitating  the  repeal  of 
bank  taxes,  as  will  be  seen  from  the  report  given  on  another 
page  of  this  issue. 

With  regard  to  the  nature  of  the  relief  asked  for  by  the 
Chamber  of  Commerce,  it  was  clearly  stated  in  the  petitions 
adopted  by  the  meeting.  The  first  is  addressed  to  Congress, 
and  declares  that  war  taxes  have  been  for  some  years 
imposed  upon  our  banks  by  Congress,  and  have  done  great 
harm  ; that  in  no  other  country  are  such  taxes  known,  and 
that  the  war  having  long  been  ended,  the  taxes  which  it 
imposed  should  be  repealed,  and  that  such  taxation  is  driv- 
ing capital  from  the  banking  business,  and  injuring  the  com- 
merce of  the  country,  tending  to  prolong  the  depression  of 
business,  and  to  prevent  the  revival  of  commercial  and  indus- 
trial prosperity.  For  these  and  other  reasons,  the  petition 
asks  that  the  taxes  on  bank  deposits  and  capital  should  be 
immediately  taken  off.  The  petition  to  the  State  Legislature 
states  that  the  assessment  of  bank  shares  has  been  so  ordered 
as  to  reduce  the  aggregate  capital  of  the  banking  business 
in  a single  year  some  twenty  million  dollars,  and  a further 
reduction  is  still  threatened.  Hence  a change  in  the  mode 
of  assessment  is  demanded,  which  shall  treat  bank  shares 
like  other  personal  and  real  property,  and  allow  to  them  the 
same  privileges  and  exemptions.  The  petition  also  refers  to 
the  injury  which  may  result  from  a weakening  of  the  banks 
at  this  critical  moment,  when  the  commercial  preeminence  of 
this  metropolis  meets  with  rival  interests,  and  when  all  the 
national  resources  should  be  husbanded  to  restore  the 
country  to  a sound  financial  condition. 

On  the  whole,  there  is  no  doubt  that  these  arguments  are 
perfectly  sound.  It  is  of  the  highest  importance  that  the 
members  of  Congress  and  of  the  various  State  Legislatures 
should  understand  aright  the  banking  situation.  The  ten- 
dency is  well  illustrated  in  the  following  table,  which  shows 
that  before  the  war  the  capital  and  surplus  of  our  clearing 
house  banks  in  New  York  amounted  to  about  seventy -eight 
millions.  At  the  height  of  the  inflation  period  in  1864,  the 
capital  and  surplus  suddenly  rose  to  eighty-five  millions,  and 
in  1865  to  104  millions.  The  movement  culminated  in  1873 
at  127  millions.  Since  that  time  it  has  gradually  declined, 
and  amounted  in  October  last  to  113  millions,  which  sum 
is  in  process  of  reduction  by  several  millions  more. 
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Capital,  Surplus  and  Deposits  of  the  New- York  Clearing-House. 

Banks,  1858-1876. 

Year.  Report,  Capital,  Surplus.  Total.  Deposits. 

1858  . June  19  .$67,041,200  . $7,531,600  .$74,572,800  .$103,082,600 

1859  . June  25  . 68,645,000  . 7.555»5oo  • 76,200,500  . 96,458,400 

1860  . June  30  . 69,758,800  . 8,055,200  . 77,813,000  . 106,382,800 

1861  . June  22  . 69,650,600  . 8,328,800  . 77,979,400  . 102,165,100 

1862  . June  28  . 69,125,700  . 8,647,600  . 77,773*300  . 104,043,900 

1863  . June  13  . 69,401,800  . 11,714,200  . 8i,ii6,coo  . 207,839,800 

1864  . June  25  . 69,683,500  . 15,704,000  . 85,387,500  . 231,46^700 

1865  . June  24  . 83,357,300  . 21,440,000  . 104,797,300  . 285,757,700 

1866  . July  2 . 84,322,200  . 23,144,800  . 107,567,000  . 303,540,200 

1867  . July  1 . 84,772,200  . 27,467,000  . 112,239,200  . 207.077,200 

1868  . July  6 . 84,260,100  . 29,224,700  . 113,484,800  . 238,198,300 

1869  . June  26  . 84.923,300  . 32,504,500  . 117,427,800  . 208,241.400 

1870  . June  25  . 85,162,000  . 32,837,100  . 117,999,100  . 246,799,500 

1871  . June  17  . 88,678,800  . 34,854,900  . 123,533.700  . 270,001  700 

1872  . June  29  . 87,315,700  . 36,361,300  . 123,677,000  . 261,625,500 

1873  • June  28  . 88,051,800  . 38,867,100  . 126,918,900  . 250.030,000 

1874  . June  26  . 85,285,200  . 40,787,000  . 126,072,200  . 265,841,200 

1875  • June  12  . 84.085,200  . 39,851,800  . 123.936,000  . 254,134,900 

1876  . June  30  . 81,822,200  . 31,870,600  . 113,692,800  . 245,541,300 

1876  . Oct.  2 . 81,731,200  . 31,943*500  • ”3*674*700  . 255,027,600 

It  thus  appears  that  the  capital  of  the  New  York  Clearing- 
House  banks  increased  from  69  millions  to  83  millions 
between  1864  and  1865,  and  that  afterwards  there  was  a slow,, 
conservative  growth  till  1873,  since  which,  the  decline  has 
been  rapid,  and  threatening  to  be  productive  of  serious  weak- 
ness in  the  banking  system  if  not  stopped. 

With  these  facts  in  view,  it  is  easy  to  see  that  the  pressure 
of  taxation,  though  not  the  only  motive  which  has  been  ope- 
rating upon  the  banks  and  diminishing  their  capital,  is  at 
least  the  principal  one.  Still  we  must  take  into  the  account 
a multitude  of  influences  which  during  the  war,  and  for 
several  years  afterwards,  gave  active  employment  for  the 
growing  capital  and  deposits  of  the  banks.  With  the  panic 
of  1873  began  a new  state  of  things.  The  trade  and  indus- 
try of  the  country  is  seeking  its  old  narrow  channels,  and  is 
moving  with  a rapidity  very  much  less  from  that  of  former 
years.  Economies  of  the  most  rigid  sort  are  becoming 
familiar.  Prices  have  fallen.  The  volume  of  capital  moving 
in  the  currents  of  finance  and  trade  is  contracted,  the  mer- 
cantile agencies  have  marked  down  their  ratings,  and  as  so 
many  departments  of  commercial  and  monetary  industry  have 
been  reduced  and  condensed  within  a narrower  basis,  we 
ought  not  to  wonder  if  /he  banking  business  shows  changes 
of  a similar  tendency.  After  we  have  made  due  allowance 
for  all  these  forces  which  are  at  work  in  our  banking  system^ 
we  shall  find  abundant  reason  to  agree  with  the  Chamber 
of  Commerce  in  its  declaration  that  by  far  the  most  power- 
ful of  the  causes  which  is  reducing  and  weakening,  at  this 
critical  time,  the  capital  and  surplus  of  our  banks,  is  the  op- 
pressive burden  of  over-taxation. 
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THE  GERMAN  CURRENCY  MOVEMENTS. 

The  coinage  of  gold  by  the  mint  of  the  Imperial  Govern- 
ment is  going  on  with  less  activity  than  formerly.  On  the 
i8th  November,  the  total  was  reported  at  $357,638,225  of 
gold;  at  $89,202,977  of  silver;  at  $8,787,319  of  nickel;  and 
at  $2,325,973  of  copper;  much  less  progress  has  been  made 
than  was  expected  in  the  work  of  calling  in  the  thaler  cur- 
rency, with  a view  to  the  establishment  of  the  gold  basis  of 
circulation  throughout  the  empire.  In  Southern  Germany 
the  whole  mass  of  the  old  silver  coins  have  been  withdrawn. 
This  circumstance  is  the  more  noteworthy  because  the  antici- 
pation was  that  Northern  Germany  would  complete  its  cur- 
rency reform,  and  that  Southern  Germany  would  be  more 
tardy  in  effecting  the  change.  Now  that  Southern  Germany 
has  called  in  the  whole  mass  of  its  own  silver  currency,  it 
has  been  found  that  24  per  cent,  less  has  been  presented  for 
withdrawal  than  had  been  coined  and  issued.  From  this 
fact  it  has  been  inferred  that  the  aggregate  of  thaler  cur- 
rency still  in  circulation  in  the  other  states  of  Germany  may 
also  fall  below  the  anticipation.  According  to  the  memoir  of 
Prince  Bismark,  February,  12th  1869,  the  sum  of  thaler  cur- 
rency issued  by  the  German  Governments,  without  calcula- 
ting the  amounts  withdrawn,  gave  an  aggregate  for  Northern 
Germany  of  456  million  thalers.  But  the  area  of  the  circu- 
lation of  thalers  is  much  larger  than  the  area  of  South  Ger- 
many whose  currency  has  shown  a fall  of  24  per  cent. 
Making  the  same  deduction  from  the  thaler  currency,  the 
amount  of  thalers  now  in  circulation,  will  be  342  millions,  or 
255  millions  of  dollars.  Up  to  the  latest  reports  there  had 
been  withdrawn  about  200  million  thalers  of  which  about  45 
millions  were  gulden  of  the  currency  of  South  Germany. 
From  the  thaler  currency  148  millions  had  been  withdrawn  ; 
so  that  194  millions  of  the  old  silver  thaler  currency  will  be 
still  in  circulation.  The  estimates  made  seven  or  eight 
months  ago  were  from  170  to  200  millions  of  thalers.  These 
figures  must  have  been  too  low  in  as  much  as  large  amounts 
are  said  to  have  withdrawn  during  the  interval.  It  is  now  a 
question  of  considerable  interest  whether  the  German  Gov- 
ernment will  be  able  to  advance  with  much  rapidity  in  the 
withdrawal  of  the  thaler  currency.  This  undoubtedly  is  the 
most  difficult  part  of  the  work  which  has  been  so  vigorously 
beg^n  and  carried  on.  Of  course  one  part  of  the  difficulties 
in  the  path  of  this  currency  reform  would  be  removed  if  the 
new  paper  currency,  the  Reichs-Kassen-Scheiner — which  con- 
stitutes the  only  paper  circulation  below  twenty  dollars  in 
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Germany,  should  have  a large  volume.  For  these  notes 
\/ould  not  only  take  the  place  of  the  bank  currency  of  small 
denominations  which  have  been  withdrawn,  but  they  will 
also  supply  the  lack  of  much  of  the  silver  coinage  which  has 
been  called  in  and  disposed  of. 


HOW  TO  STEADY  THE  SILVER  MARKET. 

One  of  the  most  recent  incidents  in  the  silver  agitation  is 
the  arrival  in  Washington  of  a proposition  to  the  Secretary 
of  the  Treasury  from  Mr.  Allard,  the  director  of  the  Belgian 
mint.  This  distinguished  financier  has  made  an  offer  to  our 
Government,  that  he  will  undertake  the  coining  of  silver  at 
Brussels  if  authorized  to  do  so,  and  that  he  will  carry  it  on 
to  such  an  extent  and  at  such  times  as  shall  best  promote 
objects  which  are  to  be  the  aiding  of  the  work  of  resump- 
tion in  the  United  States  by  steadying  of  the  price  of 
silver  in  the  markets  of  Europe,  and  by  preventing  those 
spasmodic  and  sudden  fluctuations  which  have  had  so  serious 
an  effect  upon  the  monetary  interests  of  the  whole  commer- 
cial world.  His  proposition  is  reported  as  follows  in  the 
New  York  Herald  of  January  19  ; 

**ln  view  of  the  measures  taken  by  the  United  States  to 
develop  the  coinage  of  silver,  and  of  the  serious  questions  to 
which  the  deplorable  state  of  the  European  market  (in  con- 
sequence of  the  closing  of  all  the  mints  of  the  Continent  to 
this  metal)  has  given  rise,  I have  taken  the  liberty  to  place 
before  you  what  I consider  to  be  measures  to  be  taken  by 
the  United  States  to  assure  a greater  stability  in  the  Euro- 
pean market.  It  would  be  necessary,  as  you  will  see,  sir,  by 
the  notes  attached,  that  the  United  States,  with  all  the 
authority  that  belongs  to  that  great  country,  should  open  in 
Europe  at  least  one  of  the  mints  whose  closing  has  caused 
the  trouble  in  the  silver  market.  According  to  the  last 
report,  of  the  director,  Mr,  H.  R.  Linderman,  the  silver 
coinage  of  the  United  States  for  August  and  September  far 
exceeded  all  previous  limits.  Silver  has  been  turned  out  dur- 
ing these  two  months  at  the  rate  of  $32,282,460  a year, 
while  the  highest  coinage  reached  up  to  that  date  (and  cor- 
responding to  the  year  1853,  at  the  moment  of  the  change  on 
the  standard,  was  only  $9,077,571.  In  order  to  meet  this 
heavy  coinage  the  United  States  have  been  forced  to  buy 
silver  in  Europe,  or  at  least  to  pay  for  it  at  the  mint  in 
America  such  a price  that  it  was  profitable  to  buy  in  Europe. 
Here  is  the  sacrifice  : — These  silver  orders  coming  on  a mar- 
ket already  very  unsteady,  and  as  a consequence  of  its  un- 
steadiness, irregularly  and  poorly  supplied,  these  sudden 
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orders  cause  a rise  in  prices  of  a most  unreasonable  charac- 
ter, and  they  have  also  this  other  serious  inconvenience — 
that  this  momentary  rise  has  the  effect  of  attracting  silver  to 
the  market  just  at  the  time  when  the  orders  cease.  The  con- 
sequence is  a violent  drop  in  the  price  of  the  metal.  At  one 
time  there  are  orders,  but  no  metal  on  the  market ; some 
days  after  there  is  metal,  but  no  further  orders.  There  is, 
nevertheless,  a very  simple  remedy  to  be  employed,  which,  if 
it  does  not  stop  completely  this  state  of  things,  so  hurtful  to 
American  interests,  would  be  certain,  at  least,  to  palliate  its 
pernicious  effects.  It  is  this  remedy  that  I desire  to  clearly 
point  out.  If  I have  occupied  myself  with  this  question  so 
important  to  the  United  States  it  is  that,  being  for  thirty 
years  the  Director  of  the  Belgian  Mint,  I am  the  only  coiner 
of  money  who,  through  the  bullion  houses  I have  estab- 
lished in  Brussels,  Paris  and  London,  has  solely  consecrated 
himself  during  this  time  to  the  study  of  the  questions  concern- 
ing the  buying  and  selling  of  gold  and  silver  in  Europe,  and  I 
am  able,  in  consequence,  to  judge  exactly  of  the  position  of 
the  European  market.*' 

“Until  the  moment  arrives  when  by  the  force  of  things 
more  reasonable  ideas  on  this  question  will  be  entertained  in 
Europe,  the  American  government  can,  by  a simple  action  to 
be  taken  by  it,  and  which,  without  a doubt,  will  cost  it 
nothing,  approach  very  near  to  the  end  desired.  The  gov- 
ernment of  the  United  States,  who  have  to  coin  between 
resumption  of  specie  payments  on  the  ist  of  January,  1879, 
should  address  itself  to  the  mint  at  Brussels,  and  authorize 
it,  under  the  inspection  of  the  Belgian  Government,  to  coin 
for  the  account  of  the  American  Government,  at  a price  to  be 
determined  by  it,  dollars  or  fractions  of  dollars,  in  silver,  of 
the  weight  and  fineness  laid  down  by  the  American  laws. 
The  moment  this  resolution  is  arrived  at  the  fall  in  the  price 
in  silver  would  be  paralyzed,  and  could  not  again  in  Europe 
pass  the  limit  determined  on  by  the  United  States.  In  point 
of  fact,  on  every  fall  in  the  price  of  silver,  were  it  only  for 
twenty-four  hours  even  below  the  limit  fixed,  the  American 
government  would  have  on  the  spot  a monetary  establish- 
ment situated  in  the  center  of  the  European  market,  absorb- 
ing silver  for  it  under  favorable  conditions,  whether  it  is 
Germany,  on  the  one  hand,  that  is  a seller,  or  India,  on  the 
other  hand,  that,  for  the  moment,  is  a non-absorber.  In 
other  words,  the  remedy  that  I propose  consists  simply  in 
putting  in  vigor  partially  in  Europe,  by  means  of  a mint,  the 
principle  which  from  1803  to  1873  has  maintained  the  equili- 
brium between  the  value  of  gold  and  silver.  Silver  cannot 
fall  in  Europe  below  220.55 kilogramme  of  fine  silver, 
because  the  mints  buy  at  that  price  to  coin  five  franc  pieces. 
Neither  can  silver  fall  below  the  limit  determined  on  by  the 
American  Government,  because  that  Government  will  have 


Digitized  by  LjOOQle 


586 


THE  banker’s  magazine. 


[February, 


placed  the  means  before  the  public  of  converting  their  silver 
into  dollars  at  the  Brussels  mint.” 

Mr.  Allard  is  well  known  in  Europe  as  a man  of  great 
financial  knowledge,  of  broad  views  and  of  vast  experience. 
For  thirty  years  he  has  been  the  director  of  the  mint  of  Brus- 
sels. He  has  also  established  Bullion  houses  in  Paris,  Brus- 
sels and  London.  He  is  known  to  be  one  of  the  chief  advi- 
sers of  M.  Leon  Say,  the  financial  Minister  of  France.  And 
it  is  said  that  to  his  sagacity  and  judicious  advice  must  be 
ascribed  a considerable  part  of  the  success  which  attended 
the  payment  of  the  indemnity  money  by  France  to  Germany. 
It  is  not  easy  to  suppose  that  a man  of  so  much  reputa- 
tion and  probity  could  allow  himself  to  make  an  official 
proposition  such  as  that  we  are  discussing  with  any  other  pur- 
pose than  to  promote  the  objects  he  professes  to  have  in  view^ 
namely  : To  aid  the  United  States  in  the  work  of  resuming^ 
specie  payments,  and  to  give  to  the  markets  for  silver  in 
Europe  such  a stability  that  this  country  can  safely  re- 
sume cash  payments  in  silver  coin,  without  running  any  risk 
of  being  flooded  with  immense  masses  of  silver  from  Europe. 

Still  at  first  sight  it  does  seem  as  if  M.  Allard  had  an  eye 
to  ,a  profitable  business,  both  as  a coiner  of  silver,  and  a 
dealer  in  precious  metals.  From  the  terms  of  his  proposition^ 
which  are  given  above  it  will  be  seen  that  what  he  desires  is 
first  to  receive  an  unlimited  order  from  our  Government  to 
buy  silver  as  cheap  as  he  can  obtain  it  in  Europe,  and  sec- 
ondly, to  induce  us  to  take  off  his  hands  all  the  silver  coin 
he  chooses  to  send  to  the  United  States  at  a fixed,  stated 
price. 

We  do  not  say  that  some  new  condition  could  not  be  intro- 
duced into  the  agreement  to  obviate  the  objection  we  have 
raised.  Clearly,  however,  the  plan  requires  some  modifica- 
tion, and  if  we  are  to  authorize.  Mr.  Allard,  or  any  other 
agent,  to  purchase  silver  in  Europe,  we  ought  not  to  allow 
him  to  charge  us  a higher  price  than  he  actually  has  to  pay 
for  the  commodity  supplied  to  us.  But  there  are  other 
objections  which  have  been  made  to  Mr.  Allard’s  scheme. 
There  is,  for  example,  the  unpopularity  which  would  attach 
to  the  employment  of  a foreign  mint  to  coin  American  dol- 
lars for  circulation  here.  This  part  of  the  scheme  would 
have  to  be  wholly  abandoned  to  make  it  acceptable  to  our 
people.  Mr.  Allard’s  proposition,  notwithstanding  its  many 
merits,  is  open  to  some  other  objections.  Without  discussing 
these,  we  will  simply  give  the  further  details  of  his  plan, 
which  are  stated  as  follows  : 

“ First,  without  expense  on  its  part,  the  American  Govern- 
ment would  augment  its  production  for  the  resumption  of 
specie  payments  in  1879.  Second,  it  would  have  all  known 
guarantees,  the  same  even  as  if  the  silver  had  been  coined 
in  its  own  mints.  Third,  it  would  steady  the  value  of  silver 
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by  paralyzing  any  excess  in  the  fall  in  price.  Fourth,  while 
this  fabrication  in  Europe  is  going  on  at  the  Belgian  Mint 
of  dollars,  or  fractions  of  dollars,  the  American  Government 
could  develop  its  remittances  of  trade  dollars  to  India  and  to 
China.  It  would  receive  in  return  merchandise  which  other- 
wise would  find  its  way  to  the  English  markets,  and  this 
merchandise  would  be  the  natural  return,  in  the  course  of 
time,  against  silver  dollars  coined  in  Europe.  To  sum  up, 
the  coinage  of  silver  dollars  in  Europe  for  the  account  of 
the  American  Government  would  become  a powerful  lever  to 
aid  in  the  displacement  of  commerce  with  India,  until  lately 
concentrated  in  England,  and  which  seems  to  open  out  thus 
a new  field  of  exploitation  for  the  United  States  of  America.” 


THE  DEFAULTING  STATE  DEBTS. 

Two  meetings  of  great  importance  have  been  held  at  the 
New  York  Clearing  House  on  the  adjustment  of  the  default- 
ing debts  of  the  Southern  States.  On  the  4th  of  January, 
the  first  of  these  meetings  was  convened  to  consider  the 
bonds  of  the  State  of  North  Carolina.  Owing  to  some  mis- 
apprehension, the  assembly  was  not  so  numerous  as  had  been 
desired,  and  complaints  were  made  that  its  object  was  not 
set  forth  with  sufficient  precision  in  the  announcements  made 
in  the  newspapers  beforehand.  By  many  persons  it  was 
imagined  that  the  movement  was  in  the  interest  of  a few 
capitalists,  who  own  the  bonds  of  the  State,  and  having 
"bought  them  at  low  prices,  are  anxious  to  enhance  their 
value  in  the  market.  These  and  other  mistakes  were  set  at 
rest  by  the  chairman  of  the  meeting,  Mr.  Taylor,  of  the  firm 
of  F.  Butterfield  & Co.,  who  stated  that  the  meeting  was 
not  called  in  the  interest  either  of  the  bondholders  exclu- 
sively, or  of  any  of  the  other  special  interests  connected  with 
these  defaulted  securities.  The  purpose  of  the  promoters  of 
the  agitation  which  was  just  beginning,  could  not  be  fully 
appreciated,  unless  it  were  first  understood  that  the  debt  of 
North  Carolina  formed  but  a small  part  of  the  defaulted 
obligations  which  it  was  proposed  to  deal  with.  What  was 
desired  was  not  a temporary  or  partial  adjustment  of  the 
debts  of  one  or  two  States,  but  a comprehensive  plan  appli- 
cable to  the  discredited  bonds  of  all  the  Southern  States 
which  were  in  default.  To  accomplish  this  object  a board 
of  impartial  and  well-known  arbitrators  was  to  be  formed, 
who  should  constitute  as  it  were  a Court  of  Adjustment, 
and  should  hear  both  the  bond-holders  and  the  authorities 
of  the  debtor  States,  and  should  be  empowered  to  devise, 
suggest,  prescribe,  and  aid  in  carrying  out,  plans  of  adjust- 
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ment,  taking  into  the  account  not  only  the  claims  of  the 
original  bond-holders  or  of  the  present  owners  of  the  evidences 
of  debt,  but  also  the  ability,  population,  productive  capacity 
and  taxable  sources  of  the  State,  with  such  other  circum- 
stances as  ought  in  equity  to  govern  such  a final  adjustment 
of  the  respective  debts  as  was  now  proposed. 

At  first  it  might  appear  that  the  work  sketched  out  by 
Mr.  Taylor  is  too  broad  and  complicated  to  be  practicable. 
But  when  we  examine  the  list  of  names  connected  with  the 
movement,  all  scruples  of  this  kind  must  speedily  vanish ; 
for  if  the  plan  were  not  obviously  feasible,  it  could  not 
have  received  the  sanction  of  so  many  of  our  leading  bankers 
and  financial  authorities  both  in  New  York  and  elsewhere. 
Three  States  have  been  specially  selected  as  the  first  objects 
of  the  movement  : North  Carolina,  Tennessee  and  Virginia. 
The  reasons  which  have  led  to  this  selection  were  not  stated, 
but  they  may  be  readily  inferred  by  those  who  are  familiar 
with  the  condition  of  the  debts  of  those  States.  When  the 
operations  of  the  promoters  of  this  scheme  have  been  con- 
cluded in  these  three  States,  the  merits  of  their  plan  will 
be  sufficiently  tested  to  enable  them  to  decide  whether  it  is 
desirable  to  proceed  with  the  plan  in  the  remaining  States. 

It  is  somewhat  singular  that  this  movement  has  not  been 
made  before.  This  suggestion,  indeed,  was  made  by  one  of 
the  speakers,  Mr.  Coe,  who,  in  giving  an  account  of  the 
origin  of  the  movement,  said  : “ Two  or  three  weeks  ago,  a 
gentleman  who  had  been  prominent  in  the  arrangements  of 
the  Centennial  Exposition,  called  upon  some  of  the  bank 
officers  in  this  city,  and  suggested  that  a meeting  should  be 
summoned  to  confer  upon  the  general  subject  of  the  Southern^ 
State  debts,  and  that  the  Centennial  year  could  not  be  better 
closed  than  by  an  attempt  to  restore  to  the  Southern  States  • 
that  financial  and  commercial  credit  which  they  ought  to 
enjoy.  It  was  to  this  gentleman  that  the  suggestion  was  due 
of  a board  of  arbitration,  consisting  of  five  bank  presidents 
of  known  experience  and  high  character,  who  would  be 
accepted  as  a competent,  impartial  tribunal,  both  by  the 
defaulting  States,  and  by  their  creditors  at  home  and  abroad. 
When  a sufficient  number  of  bank  presidents  had  consented 
to  serve,  on  condition  that  the  plan  would  be  adopted  by  a 
sufficient  number  of  creditors  of  the  defaulted  States,  and 
would  be  concurred  in  by  the  authorities  of  the  States  them- 
selves, another  step  in  the  preliminary  negotiations  was  the 
preparing  of  a written  request  from  some  of  the  largest  hold- 
ers of  North  Carolina  bonds,  that  the  board  would  at  once 
accept  the  trust  which  was  offered  them.  The  third  step  was 
a request  to  the  gentleman  who  originated  the  scheme,  to 
visit  the  States  of  North  Carolina,  Virginia,  and  Tennessee, 
and  confer  with  the  executive  authorities  of  those  States  and 
ascertain  whether  the  proposed  plan  of  adjustment  would 
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meet  their  approval,  and  whether  they  were  disposed  to  re- 
commend it  to  their  respective  Legislatures.  He  was  also 
instructed  to  ask  for  some  authoritative  expression  of  the  con- 
currence of  the  State  authorities,  in  the  general  effort  which 
was  being  made.”  The  gentleman  here  mentioned,  is  still 
pursuing  his  negotiations  with  the  State  authorities,  and 
although  his  reports  are  said  to  be  favorable,  they  are  not 
final,  because  nothing  has  yet  been  completely  settled.  The 
general . impression  is,  that  if  the  committee  should  meet  with 
obstacles  and  unexpected  delays,  they  will  still  accomplish 
soniething,  and  the  movement  which  they  have  started  will 
finally  result  in  the  adjustment  and  consolidation  of  the 
defaulted  bonds  of  a large  part  of  the  Southern  States,  on 
terms  satisfactory,  both  to  the  bondholders  and  the  taxpayers. 

There  are  two  or  three  points  in  regard  to  this  scheme, 
which  should  commend  it  to  the  special  notice  of  the  finan- 
cial community.  For  example,  it  proposes  to  remove  a cloud 
from  the  credit  of  the  Southern  States,  which  has  done  great 
harm  throughout  the  country,  to  public  and  private  credit. 
In  all  the  financial  cities  of  Europe,  the  discredited  bonds  of 
various  State  governments  have  been  a source  of  trouble  and 
mischief  to  our  trade  and  commerce.  During  the  last  year, 
the  success  of  the  Centennial  Exposition,  and  a number  of 
other  circumstances,  have  tended  to  enhance  the  prestige  of 
the  United  States  abroad.  Moreover,  our  exports  of  manu- 
factured goods  of  various  kinds,  are  receiving  an  impulse 
which  is  favorable  to  the  balance  of  trade,  and  to  the 
improvement  of  our  credit  abroad.  If  to  these  wholesome 
changes  beneficial  to  our  foreign  commerce  and  to  the  credit 
of  our  bonds  in  foreign  countries,  we  can  add  the  advantages 
aimed  at  by  the  committee,  we  shall  greatly  aid  in  the  revi- 
val, both  of  general  business  and  of  financial  activity.  Our 
defaulted  State  bonds  have  been  too  long  a reproach  to  this 
country,  among  other  nations.  Few  things  can  so  powerfully 
contribute  to  restore  the  financial  status,  the  reputation,  and 
the  prosperity  of  the  defaulted  States,  as  the  adjustment  of 
their  public  debts.  For,  as  one  of  the  speakers  at  the  meet- 
ing declared,  “ such  an  adjustment  will  serve  more  than  any 
political,  or  even  religious  and  moral  movements,  to  re-estab- 
lish a whole  country  in  the  eyes  of  the  world,  to  re-habilitate 
our  public  credit,  and  to  give  a new  impulse  to  com- 
mercial confidence,  and  to  the  revival  of  trade.”  It  is 
impossible  to  overestimate  the  evil  which  the  defaults  in  the 
payment  of  the  interest  on  State  bonds  has  produced  through- 
out the  country  upon  private  and  public  credit.  The  expe- 
rience of  all  nations,  and  the  history  of  our  own  country, 
especially  of  late  years,  abounds  in  illustrations  of  the  vital 
force  of  that  bond  which  connects  public  credit  with  the 
credit  of  private,  corporate,  and  industrial  enterprises.  It  has 
been  well  said,  that  public  confidence  is  one  of  the  most 
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energetic  forces  in  the  body  politic  ; when  it  stands  high  it 
gives  a high  tone  to  private  credit  ; and,  on  the  contrary 
when  public  credit  is  neglected,  private  credit  often  decays. 
In  view  of  these  principles,  the  movement  we  are  consider- 
ing has  an  evident  tendency  to  promote  in  the  South  as  well 
as  in  other  parts  of  the  country,  the  revival  of  industry  and 
the  return  of  commercial  activity.  What  the  South  now 
wants  is  capital.  Of  course  many  other  things  are  also  need- 
ful as  elements  of  material  prosperity,  but  all  will  be  of  no 
avail  without  capital,  and  with  it  the  other  conditions  of 
growth  and  industrial  prosperity  will  not  long  be  wanting. 
Hence  it  is  obvious,  that  if  the  arbitration  and  adjustment 
here  proposed  have  a direct  tendency  to  restore  the  public 
credit  of  the  South,  and  to  place  it  on  a sounder  foundation, 
then  it  will  tend  to  attract  capital  to  that  section  of  our 
country,  and  it  must  of  * necessity  stimulate  and  strengthen 
private  credit.  It  thus  appears  that  by  doing  what  is  right 
in  regard  to  the  defaulted  Southern  bonds,  we  shall  promote 
the  productive  power,  and  restore  the  industrial  prosperity  of 
Southern  industry,  and  we  shall  thus  add  a new  stimulus  to 
its  material  growth  and  reviving  trade. 

We  have  said  little  as  to  the  details  of  the  plan  of  adjust- 
ment, because  in  all  probability  it  will  receive  some  changes 
before  it  is  finally  set  to  work.  In  its  present  form,  the 
scheme  contemplates  the  appointment  of  a Board  of  Arbi- 
trators, who  shall  be  able  to  command  the  respect  of  the 
State  authorities  on  the  one  side,  and  of  their  creditors  on 
the  other.  It  is  obvious  that  no  class  of  men  offer  the 
desired  qualifications  so  conspicuously  as  the  presidents  of 
our  city  banks.  These  gentlemen  are  not  of  a speculative 
turn  of  mind.  They  own  personally  none  of  the  defaulting 
bonds.  They  are  accustomed  to  trusts,  arbitrations  and  finan- 
cial adjustments.  They  have  not  only  a high  reputation  for 
integrity,  financial  experience  and  decision  of  character,  but 
they  are  esteemed  and  trusted  by  a large  circle  of  industrial, 
financial  and  mercantile  firms,  who  are  in  daily  contact  with 
them  in  business.  At  the  outset  of  this  movement,  there- 
fore, it  was  resolved  that  to  secure  success,  the  Board  of 
Arbitrators  must  be  selected  from  the  circle  of  bank  presi- 
dents. The  Board  of  five  members  is  made  up  of  three  mem- 
bers from  New  York, — Mr.  George  S.  Coe,  Mr.  B.  B.  Sher- 
man, and  Mr.  J.  D.  Vermilye,  with  Mr.  B.  B.  Comegys,  of 
Philadelphia,  and  Mr.  Enoch  Pratt,  of  Baltimore. 

Such  is  the  composition  of  the  Court  of  Arbitration  before 
w’hom  the  facts  and  arguments  of  the  bond-holders  on  the 
one  side,  and  of  the  State  authorities  on  the  other,  will  be 
submitted  for  consideration  and  for  future  action.  The  ques- 
tion at  once  is  suggested,  what  are  the  powers  of  the  Arbi- 
trators, and  how  much  weight  will  attach  to  their  decision  ? 
To  this  question  no  reply  has  as  yet  been  given. 
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FAILURES  AND  THEIR  CAUSES. 

In  discussing  mercantile  failures,  it  is  common  to  assign 
two  general  causes  for  these  disasters,  namely  the  faults  of 
the  individual  sufferers,  and  the  faults  of  the  financial  system 
of  the  country.  Thus  it  has  been  pointed  out  that  in 
England  and  in  the  United  States  commercial  failures  have 
usually  increased  in  number  and  in  amount,  whenever  pertur- 
bations occurred  in  the  financial  organism  of  the  country- 
and  whenever  speculative  excitement  led  multitudes  of  per, 
sons  to  take  large  risks  and  to  trade  beyond  their  capital. 
On  like  principles  it  has  been  predicted  that  the  number  of 
failures  in  the  United  States  would  now  show  a diminution,  for 
the  two-fold  reason  that  the  speculative  era  of  paper-money 
inflation  is  over,  and  that  while  individuals  are  not  beset 
with  temptations,  as  formerly,  to  court  disaster  by  gambling 
in  stocks  or  ‘merchandise,  the  financial  machinery  of  the 
country  is  gradually  approaching  the  solid  basis  of  specie 
payments.  This  reasoning  would  be  very  sound  but  for  one 
fatal  defect.  It  leaves  out  of  view  the  fact  that  we  are  in  a 
transition  state  ; and  in  financial  affairs  a period  of  transition 
is  always  a period  of  danger.  Of  this  we  are  reminded  by 
the  report  of  Messrs.  Dun,  Barlow  & Co.,  on  the  failures  for 
the  year  1876.  Instead  of  the  past  year  showing,  as  it  was 
anticipated,  a decrease  in  the  number  of  insolvencies,  there 
has  been  a notable  increase.  Indeed  if  we  except  the  years 
1857,  1861,  1874  and  1875,  the  failures  of  last  year  were  twice 
as  numerous  as  those  of  any  twelve  months  in  the  financial 
history  of  this  country.  The  subjoined  table  shows  the  num- 
ber of  failures  in  the  United  States  as  compared  with  those 
in  New  York  city  during  the  last  five  years,  with  the  average 
liabilities  of  each  failure  : 

No.  of  Average  No.  of  Average  No.  of  Average  No.  of  Average  No.  of  A7>era^e 

Fail-  of  Lia-  Fail-  of  Lia-  Fail-  ^ Lia-  Fail-  of  Lia-  Fail-  of  Lta- 

ures.  bilities.  ures.  bilities.  ures.  bilities,  ures,  bUiFes.  ures.  oilities. 

U.  S 9,oq2  .$21,020  .7,740  .$25,960  .5,830  .$26,627  .S»*83  •$44,085  • 4»o69  .$29,996 

N.  Y.  City..  887  . 37,479  . 951  . 5«.769  « 645  . 50,510  . 644  .143,843  . 385  . 53.724 

In  the  city  of  New  York,  it  will  be  seen  that  the  failures 
last  year  were  887  against  951  in  1875.  The  aggregate  of 
the  two  years  is  1,838,  which  is  a larger  number  of  insolven- 
cies than  have  ever  occurred  before  in  this  city  in  twenty- 
four  months.  The  same  remark  may  be  made  of  the  failures 
in  the  United  States.  During  the  last  two  years  16,832  of 
these  insolvencies  have  occurred,  and  the  number  has  never 
been  equalled  before  in  any  two  previous  years  in  this 
country.  A better  result  is  shown  when  we  come  to  com- 
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pare  the  average  liabilities.  These  are  gradually  diminishing, 
and  the  decrease  shows  that  the  trouble,  which  has  here- 
tofore  been  most  severe  among  the  larger  firms,  has  spread 
itself,  and  is  reaching  those  of  inferior  grades.  Hence,  the 
increase  in  the  number  of  insolvencies  is  partly  accounted 
for.  Still  it  is  a significant  fact  that  in  the  year  in  which 
improvement  had  been  expected,  so  notable  a catalogue  of 
disasters  is  recorded.  The  following  table  gives  a compara- 
tive view  of  the  failures  of  the  last  three  years : 


FAILURES  IN  THE  UNITED  STATES  AND  CANADA,  1874-1876. 


1876. 

Number 

re- 

/ 1876. . , 1875, . 

Number  Amount  Number  Amount 

. 1874. 

Number  Amount 

ported  in  States  and  Cities, 

of  Fail- 

^ Lia- 

0/  Fail- 

0/  Lia- 

0/  Fail- 

qf  Lia- 

Business. 

ures. 

bilities. 

ures. 

bilities. 

ures. 

oiltties. 

$ 

$ 

$ 

4,961 

Alabama 

. 51  • 

771,827 

• 42  . 

1,118,100 

. 48  . 

963,oo(v 

»33 

Arizona 

. 1 . 

8,000 

. . . . 

3.580 

Arkansas 

• 35  • 

268,257 

. 31  • 

391,300 

22  . 

406,000 

15.336  j 

California 

169  • 

1,674.973 

. 237  . 

5,281,111 

. 68  • 

2,571,000 

City  of  San  Francisco. . . . 

79  • 

2,202,698 

1,782 

Colorado 

45  ‘ 

501,582 

. 70  . 

918,351 

. ..  . 

ia.517 

Connecticut 

197  • 

4,186,548 

. 191  . 

2,851,926 

. 151  • 

2,286,000 

379 

Dakota 

10  • 

83,400 

2,932 

Delaware 

19  . 

209,600 

. 21  . 

259,500 

27  . 

578,000 

2,327 

District  of  Columbia 

18  . 

87.977 

. 18  . 

164,924 

18  • 

256,000 

1,445 

Florida 

14  • 

121,000 

. 16  . 

262,800 

• »4  • 

293/500 

6,928 

Georgia 

. 147  . 

3,110.145 

. 156  . 

6,128,464 

. 118  • 

1,845,000 

274 

Idaho  

3 • 

30,500 

• 1 • 

3,000 

. . • 

A f 

Illinois 

• 4.34  • 

6,079,710 

• 409  • 

8,218,470 

• 332  . 

7,510,000 

40.502  •< 

City  of  Chicago 

. 199  . 

9,164,200 

24,777 

Indiana . .. 

* 362  . 

4,787,401 

• 332  . 

4,804,052 

. 167  . 

2,397, coo 

21,953 

Iowa 

. 491  . 

■),go9,o8o 

. 183  . 

1,610,305 

. 144  . 

2,034.000 

7,084 

Kansas 

. 48  . 

435.900 

. 88  . 

829,400 

• 94  • 

988.000 

15,278 

Kentucky 

. 241  . 

6,659,247 

. 148  . 

3,669,758 

. 167  . 

1,879,000 

7.404 

Louisiana 

. 80  . 

1,438,143 

. 58  . 

2,937,684 

• 99  • 

4,429,000 

10,798 

Maine 

. 138  • 

1,916,450 

. 130  . 

1.537.500 

. 84  . 

1,063,000 

11,914 

Maryland 

• 145  . 

2,104,637 

. 1^  . 

10,067,690 

. 110  . 

1,691,000 

Massachusetts 

. 462  . 

12,994,829 

• 772  . 

37.494.943 

. 416  . 

10,600,000 

34.949 1 

City  of  Boston 

. 258  . 

10,510,000 

22,519 

Michigan 

• 576  . 

9.736,852 

. 283  . 

4, 123.7*8 

. 286  . 

4.477000 

7,961 

Minnesota 

. 132  • 

1,565,684 

. 140  . 

1,803,406 

60  . 

1,029.000 

5,618 

Mississippi 

. 81  . 

7.38,258 

. 45  • 

9*3,565 

. 66  . 

1.555.000 

f 

Missouri 

84  . 

1,272,737 

. . 

3,748,793 

. 175  • 

3,061,000 

23,920  -j 

City  of  St.  Louis 

. 83  . 

2,618,557 

. . . • 

308^ 

Montana 

• 3 • 

75,000 

. 6 . 

92,000 

3,536 

Nebraska 

• 37  • 

93,600 

. 32  . 

197.400 

• 42  . 

521,000 

1,653 

Nevada 

• 25  . 

206,167 

• 45  • 

1,014.700 

7.462 

New  Hampshire 

48  . 

559.255 

• 73  • 

1,076,400 

• 32  . 

366,000 

18,779 

New  Jersey 

• 159  • 

2,273,141 

• 134  • 

2,830,485 

. 146  . 

3.854»ooo 

r 

New  York 

• 993  • 

19,311,933 

. 706  . 

11,920,822 

• 573  . 

10, 295. 000 

107,349 1 

City  of  New  York  ....... 

. 887  . 

33,244.018 

. 951  • 

49,263,667 

• 645  . 

32,580,000 

6,028 

North  Carolina 

126  . 

994,918 

. 56  . 

928,429 

. 56  . 

542,000 

f 

Ohio 

• 371  • 

5.414,893 

. 389  • 

7,993,282 

• 343  • 

8,481.000 

43,357 1 

City  of  Cincinnati 

. 96  . 

3,191.349 

2,332 

Oregon 

34  • 

422,416 

! 18  ! 

219,448 

.... 

A / 

Pennsylvania 

• 545  • 

10,731,880 

. 583  . 

18,247,872 

. 644  .. 

34,774,000 

74,034  i 

City  of  Philadelphia 

. 138  . 

4,281,495 

.... 

4,922 

Rhode  Islaad 

. 138  . 

6,079,056 

. 106  . 

6,281,695 

. 71  . 

1,350,000 

4.511 

South  Carolina. 

. I9  . 

1.500,114 

. 131  • 

2,781,048 

. 61  • 

1,531,000 

8,153 

Tennessee 

. 158  . 

2,229,553 

. 136  . 

1,121,839 

• 94  • 

1,585,000 

Territories 

. 67  . 

96^000 

9.617 

Texas 

. 167  . 

1,900,515 

. 250  . 

2,495.849 

. 142  . 

3,201,000 

688 

Utah 

. I . 

6,000 

. 8 . 

249.500 

• ... 

6,911 

Vermont 

73  • 

1,410,930 

63  . 

772,700 

. 36  . 

380,000 

13,617 

Virginia  and  West  Virginia. 

. 17a  . 

3,351,289 

. 138  . 

3,296,307 

. Ill  . 

i.5*4»«» 

684 

Washington  Territory 

. 6 . 

203,864 

• I • 

2,804 

. ..  . 

19.949 

Wisconsin 

. 209  . 

4,307.314 

• 245  . 

2,130,346 

. 101  . 

2,575.000 

338 

Wyoming 

. 10  . 

140,900 

630,099 

Total 

. 9,092  . 

191,117,786 

.7,740 

201,060,353 

.5.830  .1 

i55.239»ooo 

54.282 

Dominion  of  Canada  

1,728  . 

25,517,991 

.1,968  . 

28,843,967 

. 966  . 

7,696,705 
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It  appears  from  these  statistics,  that  the  liabilities  involved 
in  the  9,092  failures  of  last  year,  were  $191,117,786,  against 
$201,060,353  in  1875;  $155,239,000  in  1874.  We  may  also 
remark  that  in  1873,  the  amount  was  $228,499,000  ; in  1872, 
$121,056,000;  in  1871,  $85,252,000;  in  1861,  $207,210,000; 
and  in  1857,  $291,750,000.  It  is  somewhat  remarkable  that 
the  failures  in  Canada  have  received  a notable  increase 
during  the  last  two  years.  The  details  of  these  failures  are 
as  follows  : 

FAILURES  IN  CANADA,  1873-1876. 

/ 1876. \ / 1875. » / 1874. . / 1873. » 


No.  of  j Amount  No.  of  Amount  No.  of  Amount  No.  of  Amount 
Fail-  of  Lia-  Fail-  of  Lia-  Fail-  of  Lia-  Fail-  of  Lia- 

Provtnces,  ures.  bilities.  ures.  bilities.  ures.  bilities.  ures.  bilities, 

Oucbcc 600  .$  13,678,646  . 678  .$i3*994<9<>9  -3io  .$3,840,450  .37a  . $2,735>9io 

Ontario.  873  . 9,488,05a  . 855  . 8,808,307  .443  . 3,188,143  .430  . 3»°3*.*3a 

Nova  Scotia 150  . 1,419,911  . 343  . 2>759,75o  .111  . 870,000  .192  . 3,263,000 

New  Brunswick 78  . 740.854  . 172  . 3,160,908  . 91  . 685,672  . 71  . 1,255,150 

Prince  Edward  Island...  23  . 149,684  . 16  . 104,648  . 8 . 77,500  . ao  . 297,000 

Newfoundland 4 . 40,833  . 4 . 15, 445  ■ 3 • 35,ooo  • 9 . 1,752,900 


Total 1,718  .$25,517,991  .1,968  .$28,843,967  966  .$7,696,765  .994  .$12,334,193 


The  causes  to  which  this  rapid  increase  ought  to  be 
ascribed  are  well  worthy  of  investigation.  The  Canadian 
failures  of  1875  and  1876  were  3,696,  with  liabilities  of 
$54,361,958.  Hence  in  1876,  in  Canada,  there  was  one  failure 
to  every  thirty-two  persons  reported  in  business.  In  1875 
there  was  one  to  every  twenty-eight,  and  in  1873  one  to  every 
forty-seven.  The  average  liabilities  for  1876  were  $14,767, 
and  for  1875  $14,656.  In  the  United  States,  the  failures  in 
1873  were  one  to  every  108  ; in  1875,  eighty-three  ; 

and  in  1876,  one  to  sixty-nine.  The  subjoined  table  shows 
the  proportion  of  failures  in  various  sections  of  the  country  : 

FAILURES  IN  VARIOUS  SECTIONS  OF  THE  COUNTRY,  1873-1876. 


/ ■■  ■ ■ 1876.-  ...  , 

States.  No.  in  No.  0/  Prt^ortion  of  Amount  of  Averse 

Business.  Failures.  railures.  Liabilities.  Liabilities. 

New  England 77,559  ••  »,3*4  * j”  59  ••  $37,657,062  ..  $38,628 

Middle 165,184  2,909  ..  i in  57  ..  77,244,681  24,800 

Western 225,309  ..  3. *39  ••  > >*>  7*  ••  52,870,541  ..  16,843 

Southern 87,140  ..  1,361  ..  1 in  64  ..  23,083,2^  ..  16,9^ 

Pacific 33,313  ..  369  ..  1 in  60  ..  5,262,236  ..  i4t26i 

Canada. 54,9000  ..  1^728  ..  1 in  33  ..  25,517,991  ..  14*767 

No.  of  Amount  No.  ^ Amount  No,  of  Amount  No.  if  Amount 
Fail-  of  Lia-  Fail-  of  Lia-  Fail-  of  Lia-  Fail-  of  Lia- 

States.  ures.  bilities.  ures.  bilities.  ures.  bilities.  ures.  bilities. 
New  England....  1,335  .$40.0*5*164  . 790  .$15,845,000  . 599  .$29,550,000  . 620  .$30,671,000 

Middle 2,395  . 82,533,346  . 3,035  . 83,081,000  . 1,914 . 140,946,000  . 1,399  • 40,748,000 

Western 1,959  . 33.94S1254  . 1,744  • 33.073.ooo  . 1,619  • 36.040,000  . 1,148  . 27,891,000 

Southern  1*333  * 36,277,777.1,1^.  20,6^,000.  917.  19,685,000.  807.  19,0^,000 

Pacific 377  . 2,535,610  .... 

Canada 1,9^.  28,843,987.  966.  7,696,765.  944.  12,334,193 .... 


We  have  been  frequently  told  that  trade  in  the  Western 
States  is  less  safe  now,  and  that  credit  is  in  a less  wholesome 
condition  than  two  or  three  years  ago.  This  opinion  is  not 
confirmed  by  the  figures  above  given.  In  the  Western  States 
there  is  one  failure  to  every  seventy-two  names  reported  in 
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business,  while  in  New  England,  with  all  its  wealth  and 
stability,  one  in  every  fifty-nine  has  succumbed,  and  in  the 
Middle  States  one  in  every  fifty-seven.  In  England  there  are 
no  statistics  with  which  we  can  compare  our  own,  so  as  to 
obtain  an  accurate  comparison.  For  the  year  1875,  a report 
was  made  of  1,700  failures  among  60,000  firms  prominent  in 
trade.  This  indicates  one  failure  to  every  thirty-six,  with  an 
average  liability  of  $87,870.  In  this  country,  in  the  same 
year,  the  proportion  was  one  to  eighty-three,  with  an  average 
liability  of  $21,000.  It  thus  appears  that,  however  severe  the 
pressure  of  the  times  has  been  in  this  country,  it  has  been 
equalled  in  England.  On  the  general  conclusions  suggested 
by  the  failures  of  the  year,  Messrs.  Dun,  Barlow  & Co.  make 
the  following  remarks  : 

“ If  the  safety  and  prosperity  of  the  trade  of  the  country 
is  to  be  judged  by  the  comparative  number  of  failures  in  busi- 
ness, the  above  figures  for  1876,  would  indicate  that  these 
conditions  are  further  away  than  ever.  The  marked  increase 
in  the  number  of  these  casualties  in  the  year  just  closed,  fol- 
lowing the  equally  large  increase  in  1875,  reveals  a condition 
of  things  far  more  encouraging,  and,  were  it  not  for  the 
reflection  that  these  disasters  are  the  result  of  circumstances 
not  directly  chargeable  to  the  business  of  the  year,  the  pros- 
pect would  be  well-nigh  disheartening.  But  that  a large 
number  of  these  failures  are  the  results  of  departure  from 
correct  business  principles  in  years  gone  by,  there  can  be  no 
doubt.  The  crisis  of  1873,  and  the  condition  of  expansion 
and  over- valuation  which  it  revealed,  have  had  far  more  to 
do  with  causing  the  numerous  failures  of  1876,  than  have  the 
business  operations  of  that  year.  The  effects  of  the  depres- 
sion and  necessary  contractions  of  1874  and  1875,  were  hardly 
more  apparent  in  the  failure  of  those  years  than  they  are  in 
those  of  1876.  It  would  be  entirely  unreasonable  to  expect 
that  the  restricted  and  profitless  trade  of  these  later  years 
would  be  sufficient  to  sustain  the  large  number  of  traders 
which  former  prosperous  seasons  seduced  into  business  ; while 
even  those  a long  time  in  trade,  and  possessing  all  other 
elements  of  success,  found  it  almost  impossible  to  solve  that 
most  difficult  of  problems — of  reducing  expenses  with  the 
same  rapidity  as  their  trade  and  profits  diminished.  To 
intrench  on  capital  and  largely  reduce  it,  was  of  course  the 
necessary  consequence  ; but  unfortunately  a very  large  number 
of  traders,  unmindful  of  the  axiom  that  * to  depart  from  legit- 
imate trade  is  to  lose  money,’  had  in  the  good  times  invested 
their  surplus  in  outside  operations,  such  as  real  estate  and 
other  permanent  assets,  so  that  when  the  need  for  active  cap- 
ital came  upon  them,  they  were  in  no  position  to  respond  to 
pressing  obligations.  The  consequence  is  seen  in  the  aug- 
mented list  of  failures.  It  is  true  many  of  these  failures  are 
the  result  of  other  influences,  but  it  will  be  readily  admitted 
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that  to  other  causes  than  those  which  have  originated  and 
prevailed  during  the  past  year,  may  be  attributed  a large 
share  of  the  misfortunes.  It  would,  therefore,  be  unfair  to 
conclude  that  the  trade  of  the  country  is  in  an  unpromising 
condition,  because  the  failures  show  such  a marked  increase. 
A wider  view  would  include  many  circumstances  that  would 
bring  more  comfort.  For  instance,  it  is  undeniable  that  the 
past  year  has  witnessed  a marked  improvement  in  the  values 
of  many  leading  staples,  as  compared  with  the  prices  pre- 
vailing in  1S75.  It  is  equally  true  that  in  extent  of  profitable 
trade  there  has  been  a perceptible  gain,  and  there  is  no  deny- 
ing the  fact  that,  in  many  branches  of  business,  a much 
larger  number  have  added  to  their  available  surplus  during 
1876,  than  in  1875.  Many  articles  had  reached  a par  value, 
in  illustration  of  which  the  statement  may  be  ventured  that, 
as  far  as  further  depreciation  in  prices  was  concerned,  specie 
payments  might  have  been  resumed  in  the  early  part  of  1876 
without  causing  any  material  disturbance  in  values.  Not 
only  had  some  prices  reached  par — and  in  some  cases  below 
it — but  it  was  a settled  conviction  that  the  stock  of  goods  in 
all  hands  nearest  the  consumer  had  reached  the  lowest  possi- 
ble point.  Production,  warned  by  previous  losses,  had  been 
regulated  to  the  extent  of  positive  wants  ; and  the  pressure 
to  sell,  so  apparent  in  1875,  was  largely  diminished.  Thus, 
barely  the  first  half  of  1876  was  reached,  when  all  the  condi- 
tions of  stock,  supply,  demand,  and  price  favored  an  improved 
condition  of  business.  That  this  improvement  did  take  place 
in  September  and  October  was  everywhere  evident ; but  the 
heated  Presidential  contest,  and  the  miserable  muddle  as  to 
the  result  of  that  contest  which  has  since  prevailed,  has 
almost  completely  paralyzed  business.  The  last  two  months 
of  the  year,  therefore,  were  most  disappointing,  and  from 
causes  exceptional  and  temporary  in  character,  the  promise 
of  the  early  autumn  of  improvement  in  business,  was  not  ful- 
filled. It  is  significant,  however,  that  the  failures  in  the  last 
quarter  of  1876,  are  less,  by  twenty  per  cent.,  in  number,  than 
for  the  last  quarter  in  1875,  while  the  total  liabilities  for  the 
last  quarter  of  1876,  are  not  one-half  of  those  of  the  corre- 
ponding  quarter  of  1875.  The  same  favorable  comparison 
also  holds  good  as  to  the  decreased  number  of  failures  which 
occurred  in  the  fourth  quarter  of  1876,  as  compared  with  the 
larger  number  in  the  third  quarter.’* 

There  are  other  points  which  have  been  suggested  as 
adding  to  the  number  of  failures.  One  of  these  is  the 
shrinkage  in  values.  Commodities  of  all  sorts  have  fallen  in 
price  to  such  an  extent  that  those  traders  who  held  consid- 
erable stocks  of  goods  must  have  suffered  very  severely.  The 
solvency  of  a large  number  of  business  firms  cannot  but  have 
been  seriously  compromised  by  this  circumstance  alone. 
Moreover,  the  habit  which  has  been  but  too  common  among 
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business  men  in  all  parts  of  the  United  States,  of  withdraw- 
ing capital  from  business,  to  put  it  into  real  estate  or  some 
outside  speculations,  has  also  contributed  a large  share  of 
influence  in  augmenting  the  frequency  and  the  extent  of  mer- 
cantile failures.  If  our  merchants,  manufacturers,  and  far- 
mers, would  only  learn  from  the  insolvencies  which  they  see 
around  them,  to  keep  their  capital  in  their  own  business, 
and  to  recognize  the  golden  maxim  that  a man  can  always 
make  more  by  using  his  capital  in  his  own  business,  than  by 
lending  it,  or  investing  it  in  outside  ventures,  the  enormous 
losses  of  past  years,  by  mercantile  failures,  will  suggest  val- 
uable lessons,  and  will  bear  good  fruit. 

Another  active  cause  of  commercial  failures  is  stated  in  the 
circular  before  us  ; this  is  the  accumulated  burden  of  unsuc- 
cessful trading  in  previous  years  ; and  the  effect  of  these 
troubles  is  enhanced  by  the  National  Bankrupt  Law,  which 
ought  to  be  amended  without  delay.  On  this  subject,  Messrs. 
Dun,  Barlow  & Co.,  are  very  positive.  They  give  their  testi- 
mony as  follows  : 

“ A fruitful  source  of  failures  is  the  National  Bankrupt 
Law.  Whatever  laudable  purpose  was  contemplated  in  the 
enactment  of  such  a law,  it  is  vastly  overbalanced  by  the 
encouragement  it  affords  to  those  who  desire  to  force  their 
creditors  into  accepting  less  than  the  face  of  their  claims  So 
long  as  the  law  is  allowed  to  remain  in  force  in  its  present 
shape,  just  so  long  will  unprincipled  traders,  with  the  help  of 
local  and  timorous  creditors,  be  able  to  dictate  terms  to  those 
whose  interests  should  entitle  them  to  the  permanent  control 
of  the  bankrupt’s  estate.  As  at  present  applied,  the  law  not 
unfrequently  legalizes  a fraud  upon  creditors,  which  is  as 
disgraceful  to  the  country  as  it  is  disastrous  to  its  trade. 
The  disposition  is  already  sufficiently  strong  on  the  part  of 
wholesale  dealers  to  compromise  indebtedness,  and  thus  per- 
mit parties  to  remain  in  business  who,  by  their  failure,  demon- 
strate their  lack  of  character,  capacity,  or  capital ; but,  if  in 
addition  to  this,  the  parties  themselves  can,  by  the  aid  of  the 
Bankrupt  Law,  force  their  creditors  into  agreeing  to  their 
terms,  the  law,  instead  of  a preventative,  becomes  a virtual 
encouragement  of  fraud,  renders  business  unsafe,  and  places 
the  honest  trader,  who  is  anxious  to  pay  a hundred  cents 
on  the  dollar,  at  a tremendous  disadvantage.  The  “ weed- 
ing out  ” process  which  these  hard  times  should  produce,  in 
order  that  the  restricted  trade  of  the  hour  may  not  be  divi- 
ded among  a number  so  large  as  to  yield  profit  to  none,  is 
virtually  at  a standstill  ; for  the  number  of  those  who  go  out 
of  business,  in  proportion  to  those  who  fail,  is  a mere  bagatelle. 
The  whole  future  of  the  mercantile  trade  of  the  country  is 
bound  up  in  this  consideration.  The  natural  laws  which 
govern  commerce,  as  to  the  number  which  can  live  on  the 
business  of  any  g^ven  locality,  should  be  allowed  to  prevail  ; 
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certainly  it  was  never  the  intention  that  legislation  should 
intervene  to  prevent  their  action,  and  thus  legalize  failures, 
enforce  compromises,  unsettle  values  of  goods  in  each  locality, 
and  encourage  a competition  for  a limited  trade,  in  which  all 
the  advantages  are  in  favor  of  the  most  uprincipled.  There 
are  possibly  many  subjects  of  grave  importance  that  Congress 
can  occupy  itself  with  during  the  present  session  ; but  if,  on 
its  part,  there  is  any  disposition  to  give  attention  to  subjects 
of  really  practical  advantage  to  the  trade  of  the  country, 
there  is  none  to  which  its  best  ability  could  be  more  profit- 
ably directed  than  to  the  repeal  or  the  amendment  of  the 
Bankrupt  Law.**  The  question  has  been  asked,  how  much  of 
the  capital  which  is  annually  lost  by  mercantile  failures  reap- 
pears again,  in  various  forms,  so  as  to  prevent  a permanent 
depletion  of  the  material  wealth  of  the  country  ? No  doubt 
a considerable  part  of  the  aggregate  does  thus  reappear,  and 
unsuccessful  enterprises  pass  into  new  hands  at  low  valu- 
ations, and  become  remunerative  long  after  their  projectors 
have  been  ruined.  But  this  ulterior  process  of  recuperation 
is  slow  and  uncertain  ; while  the  loss  inflicted  upon  the  law- 
ful creditors  of  insolvents  is  immediate  and  positive.  Hence 
it  has  been  proposed  to  take  some  measures  either  by  insur- 
ance against  bad  debts,  or  in  some  other  more  effectual  way, 
to  guard  the  commercial  community  against  the  losses  which 
have  so  much  increased  of  late  from  insolvencies  and  failures. 
The  recklessness  with  which  credit  has  been  offered  by  rival 
firms,  creates  some  of  the  most  grave  and  difficult  problems 
in  connection  with  this  part  of  practical  economics. 


THE  SWEDISH  BANKS. 

It  is  not  generally  known  that  the  banking  system  of 
Sweden  is  not  only  one  of  the  earliest  in  its  origin  in  Europe, 
but  is  also,  in  some  respects,  one  of  the  most  carefully  organ- 
ized. Some  of  the  best  features  of  our  American  system  of 
banking  are  borrowed  from  Sweden.  Among  others  we  may 
mention  the  periodical  statements  which  are  officially  pub- 
lished in  this  country,  and  which  have  long  been  character- 
istics of  the  Swedish  banking  system.  If  we  except  Italy, 
where  for  two  or  three  years  past  the  system  of  monthly 
bank  statements  has  been  carried  out,  there  is  not  in  Europe 
any  country  whose  bank  statistics  are  more  carefully  com- 
piled or  more  general  than  Sweden.  The  London  Bankers* 
Magazine  for  November  gives  a very  interesting  report  of  the 
statements  for  30th  June,  1876,  compared  with  those  for  the 
same  period  of  1872.  It  appears  that  there  is  a considerable 
increase  in  the  deposits  and  current  accounts  as  well  as  in 
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the  capital  and  reserve  funds  of  the  Swedish  banks.  In  the 
circulation  there  is  also  a considerable  increase.  The  notes 
of  the  Enskilda  banks  of  Sweden  circulate  freely  throughout 
the  whole  of  the  country.  Indeed  in  Sweden,  as  in  this 
country,  the  notes  of  banks  situated  in  remote  parts  of 
the  country,  freely  circulate  with  the  same  readiness  as 
those  issued  in  the  chief  towns.  One  of  the  reasons  for  this 
general  credit  given  to  the  provincial  note  circulation  arises 
from  the  guarantees  for  the  redemption  of  the  notes,  which 
closely  resemble  those  provided  in  our  National  Banking 
Law.  These  guarantees  are  of  two  kinds  ; first,  no  notes  are 
issued  without  the  deposit  of  securities ; and  secondly,  ever>" 
note  is  payable  in  gold  coin,  at  the  option  of  the  holder, 
and  every  bank  issuing  notes  is  bound  under  heavy  penalties 
to  provide  for  the  redemption  of  its  notes  in  coin  whenever 
they  are  legally  presented.  The  Banking  Law  of  Sweden 
was  passed  in  1864,  and  it  enacted  that  the  notes  should 
be  payable  when  presented  at  the  head  office  of  the  bank, 
either  **  with  coin  of  the  realm,  or  with  notes  of  the  Bank  of 
Sweden."  By  an  amendment  enacted  in  1874,  an  important 
change  was  made  in  the  Redemption  Law.  The  power  of 
paying  a bank  note  with  any  other  paper  money,  even  the 
notes  of  the  Bank  of  Sweden,  was  taken  away,  and  it  was 
declared  that  bank  notes,  when  presented  for  payment  at 
the  head  office  of  the  issuing  bank,  should  be  “paid  uncon- 
ditionally with  lawful  gold  coin  current  in  the  realm."  By 
this  important  law,  inflation  of  bank  paper  is  effectually 
stopped.  No  note  is  payable  in  anything  but  coin,  and  sub- 
ject to  the  conditions  above  stated,  banking  is  almost  entirely 
free  in  Sweden.  Stability  in  the  banking  system  has  been 
the  great  object  which  the  Swedish  Government  has  desired, 
and  the  growth  of  the  deposits  during  the  last  four  years 
give  evidence  of  their  success.  Subjoined  is  an  abstract  of 
some  of  the  chief  items  in  the  comparative  tables  of  the 
Swedish  banks,  which  have  been  compiled  in  part  by  Mr.  R. 
H.  Inglis  Palgrave  : 


187a. 

Circulating  notes. $ 14,924,870 

Deposits,  current  accounts...  5,28^010 

Depositors  do.  No.  17,808 

Deposits  demand I9>400,455 

Depositors  do.  No 33»442 

Shareholders  No 

Shares. 

Capital 12,589,165 

Cash  credits. 14,607,235 


1876. 

$ 17,002,43s 
6,662, 130 
11,111 
40,126,77s 

96,23* 

8.738 

I43.*S> 

14,783.640 

21,473,200 
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BANK  TAXES  AND  THE  NEW  YORK  ASSESSORS. 

The  report  of  the  Department  of  Taxes  and  Assessments 
of  the  City  of  New  York  for  the  year  1876  has  just  been 
published.  In  consequence  of  the  agitation  on  the  taxation 
of  banks,  a considerable  portion  of  the  document  is  devoted 
to  that  subject.  It  will  be  remembered  that  during  the 
past  year  the  Assessors  claimed  the  right  to  assess  bank 
shares  on  a valuation  greater  than  par.  In  this  city  for 
several  years  the  par  value  of  bank  shares  was  regarded  as 
the  value  for  tax  purposes.  As  many  of  the  banks  had  a 
large  surplus,  their  shares  were  worth  more  than  par  in  the 
market,  and  the  Assessors  claimed  that  these  shares  ought 
to  be  valued  on  the  tax-roll  at  their  fair  market  price, 
making  due  deductions  for  the  real  estate  owned  by  the 
banks  which  is  assessed  by  itself.  Two  results  of  a very 
notable  character  followed  this  new  interpretation  of  the 
law.  In  the  first  place,  the  sum  of  twelve  millions  was 
added  to  the  aggregate  assessment  of  personal  property. 
Thus  the  bank  shares  in  the  city  of  New  York  by  the  assess- 
ment in  1874  amounted  to  $74,897,570;  in  1875  to  $73,390,989; 
and  1876  to  $85,145,116.  These  sums  were  exclusive  of  the 
real  estate  belonging  to  the  banks,  which  is  assessed  in  com- 
mon with  other  real  estate.  Its  amount  in  1876  was 
$10,395,256,  being  somewhat  less  than  in  the  previous  year. 
The  chief  fact  of  importance  is,  that  the  net  increase  of  the 
assessments  upon  bank  shares  in  1876  over  those  Of  1875 
amounted  to  $11,754,127. 

The  second  result  of  this  change  in  the  mode  of  assess- 
ment, was  that  bank  capital  began  immediately  to  decrease. 
During  the  year  just  closed,  the  clearing-house  banks  in  this 
city  have  reduced  their  capital  $2,800,000,  and  the  further 
reductions  which  are  now  in  progress  amount  to  $4,750,000, 
making  a total  reduction  of  capital  of  $7,550,000.  Moreover 
the  surplus  of  banks  has  been  reduced  during  the  year  1876 
$5,096,000.  Adding  the  diminution  of  the  surplus  to  that  of 
the  capital,  we  have  a total  reduction  of  $12,646,000  effected 
during  the  last  year,  with  further  changes  impending  of  an 
equally  serious  character. 

Such  then  are  two  of  the  results  which  have  been 
developed  by  this  new  effort  to  increase  the  fiscal  burdens 
of  bank  capital  in  this  city.  During  the  first  year  nearly 
twelve  millions  was  added  to  the  gross  assessments  of  the 
banks,  and  a little  more  than  twelve  millions  of  capital  was 
driven  away  from  that  important  department  of  our  financial 
machinery.  To  those  who  are  aware  of  the  important  part 
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played  in  the  banking  system  by  its  capital  and  surplus, 
the  facts  we  have  just  mentioned  will  appear  significant  if 
not  alarming.  It  has  always  been  a leading  characteristic 
of  our  National  banks  that  their  aggregate  capital  was  very 
large  in  comparison  with  their  liabilities.  Much  of  stability 
which  the  past  history  of  our  banking  system  has  disclosed, 
may  be  ascribed  to  the  ample  capital  which  has  always 
been  fostered  as  a guarantee  to  the  public  who  deal  with 
the  bank,  as  well  as  to  the  owners  of  bank  shares.  If  by 
any  ill-directed  tax  methods,  we  cause  the  capital  and  sur- 
plus of  the  banks  to  be  seriously  diminished,  it  is  evident 
that  to  the  same  extent  we  destroy  the  old  guarantees  of 
the  solvency  and  stability  of  the  banking  system. 

At  a recent  meeting  of  the  Clearing-House  Tax  Committee, 
these  facts  were  presented  in  a very  lucid  manner  by  the 
chairman,  and  it  was  resolved  to  prosecute  with  vigor  the 
efforts  which  have  been  initiated  to  obtain  relief  both  from 
the  Legislature  at  Albany  and  also  from  Congress.  With 
regard  to  the  State  Legislature,  the  petitions  ask  that  bank 
shares  be  assessed  as  other  personal  property,  and  be  liable 
to  the  same  exemptions  and  privileges  and  to  no  other. 
This  demand  is  so  obviously  just  and  equitable,  that  there 
ought  to  be  no  difficulty  in  the  passage  of  the  simple  bill 
which  has  been  prepared  for  that  purpose.  Similar  efforts 
will  thus  be  stimulated  in  other  States  where  they  are  needed. 
Of  Congress  it  is  proposed  to  ask  that  the  war  taxes  on  capi- 
tal and  deposits  be  at  once  repealed.  Such  taxes  were  never 
imposed  in  this  country  before  their  introduction  as  a part 
of  the  fiscal  mechanism  of  our  war  finance,  and  as  nearly  all 
such  doubtful  taxes  have  been  repealed,  it  is  perfectly 
equitable  and  proper  that  these  war  taxes  should  also  be 
removed,  especially  as  their  effect  is  found  to  be  mischievous 
in  various  ways  besides  the  depletion  of  bank  capital. 

It  is  often  said,  and  with  much  justice,  that  the  banks 
ought  to  bear  their  fair  proportion  of  the  fiscal  burdens  of 
the  country,  and  some  persons  may  be  inclined  to  think  that 
because  these  institutions  deal  in  money,  they  must  be  very 
rich  and  abundantly  able  to  bear  the  pressure  of  heavy  taxes. 
But  very  little  reflection  is  needful  to  show  the  fallacy  of  this 
reasoning.  It  is  agreed  on  all  sides  that  our  banks  ought 
to  bear  their  fair  share  of  taxation ; and  it  will*  be  conceded 
that  if  they  are  compelled  to  pay  more,  an  injustice  will  be 
done  first  to  the  banks  and  secondly  to  the  public,  from 
whom  these  over-taxed  institutions  will  try  to  recoup  them- 
selves. Now  it  is  certain  that  in  the  long  run,  excessive  tax 
burdens  laid  on  the  banks  will  be  shifted  directly  or  indi- 
rectly to  the  shoulders  of  the  public.  But  in  the  process  of 
changing  these  burdens,  much  mischief  and  inconvenience 
may  be  caused  both  to  individuals  and  to  the  general  inter- 
ests of  business,  before  the  equilibrium  has  been  reached,  and 
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the  shifting  process  completed.  When  therefore  it  is  said 
that  the  banks  are  rich  and  can  afford  to  pay  heavy  taxes^ 
what  is  really  meant  is  that  as  the  banks  have  the  money 
in  hand,  the  Tax  Collector  should  take  his  revenue  where  he 
can  the  most  easily  find  it,  whatever  mischief  may  follow. 
Besides  this,  every  one  who  has  had  dealings  with  a bank, 
is  aware  that  the  profits  of  such  institutions  are  very  minute 
compared  with  the  relative  percentage  gained  in  other  depart- 
ments of  business.  Hence  the  principle  has  been  established 
in  adjusting  the  fiscal  systems  of  all  civilized  countries,  to 
exempt  the  banks  as  far  as  possible  from  specific  taxation, 
for  the  two-fold  reason  that  capital  ought  to  be  as  free  as 
possible  in  its  movements  between  the  lender  and  the  bor- 
rower, and  that  it  is  the  interest  of  the  community  that  the 
expenses  of  the  banking  business  should  not  be  increased  by 
any  excessive  taxation.  In  the  United  States  prior  to  the 
war,  this  principle  was  duly  recognized,  and  the  true  interest 
of  the  country  will  be  to  reinstate  this  principle  in  its  proper 
place  in  our  hscal  system  hereafter.  The  Assessors  virtually 
acknowledge  the  mischievous  character  of  the  tax  on  bank 
shares  as  it  had  been  assessed  and  collected  during  the  past 
year.  They  say : 

“ The  net  increase  of  the  assessments  upon  banks  and  their 
shareholders  in  1876  over  those  of  1875  was,  therefore, 
$11,754,127.  The  Commissioners  having  discharged  their 
duty  in  such  a manner  as  to  meet  the  approval  of  the 

highest  courts  in  the  State,  and  the  immediate  result  being 

an  addition  to  the  tax-roll  of  $11,754,127,  it  would  seem  that 
the  action  and  its  results  should  be  an  occasion  of  felicitation 
to  the  general  tax-payers.  But  there  is  another  side  to  the 
picture.  So  soon  as  it  is  ascertained  beyond  question  that 
the  method  of  assessment  is  legal,  the  property  assessed 
begins  to  move  away  from  the  imposition  of  the  tax,  and  in 
another  year  the  assessment  upon  the  shareholders  of  banks 
will  probably  be  less  than  in  1875.  This  result  will  be 

reached  by  the  distribution,  in  some  cases,  of  the  surplus, 

reducing  it  to  the  minimum  required  by  law,  and  in  others  by 
a reduction  of  capital.  The  depression  in  business,  and  the 
resulting  decline  in  prices  of  most  commodities,  requires  a 
smaller  amount  of  capital  for  the  same  volume  of  trade,  and 
is  a factor  not  to  be  ignored ; but  its  presence  does  not 
diminish  the  force  of  the  statements  made  herein.  The 
addition  of  nearly  $12,000,000  of  assessable  property  to  the 
tax-rolls  was  for  the  moment  a boon  to  the  owners  of  real 
estate,  for  to  some  extent  it  diminished  their  burden  of  tax- 
ation. But  when  the  capital  assessed  is  withdrawn  the  advan- 
tage is  lost,  and  still  the  general  tax-payer  seems  to  have 
been  a gainer,  at  least  to  the  extent  of  the  temporary  benefit 
he  derived  from  the  enlarged  basis  of  taxation.  This  would 
be  true  if  the  capital  were  withdrawn  from  taxation  only,. 
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but  unfortunately,  it  is  withdrawn  from  actual  use  in  the 
forms  in  which  civilization  and  commercial  habit  and  usage 
have  made  it  most  available.  New  York  is  a commercial 
city.  All  its  prosperity,  all  its  greatness,  all  its  renown  are 
due  to  capital.  Manhattan  Island  would  be  worth  but  little 
more  than  it  was  in  1626,  when  Peter  Minuit  paid  $24  to 
the  Indian  proprietors  for  it,  if  capital,  in  its  varied  forms, 
had  not  been  applied  to  it.  The  continuance  of  its  pros- 
perity and  greatness  depends,  and  always  must  depend,  upon 
the  freest  use  of  capital  within  its  gates.  Personal  property, 
in  certain  forms,  will  bear  a moderate  degree  of  taxation ; 
but  when  severely  taxed  it  escapes  — it  can't  be  held  for  tax- 
ation— just  as  some  material  objects  may  be  held  by  a 
gentle  pressure,  but  as  soon  as  the  pressure  becomes  severe, 
they  elude  the  grasp  and  the  hand  is  left  empty.  The  reduc- 
tion of  the  capital  of  banks  besides  diminishing  the  commer- 
cial and  financial  power  of  the  city,  and  lowering  its  stand- 
ing in  comparison  with  other  financial  centres  of  the  world, 
operates  directly,  to  the  injury  of  real  estate." 

It  has  been  affirmed  that  the  State  Assessors  who  thus 
clearly  set  forth  in  their  report  the  evils  produced  by  exces- 
sive taxation  of  bank  shares,  are  responsible  for  these  evils, 
inasmuch  as  it  was  they  who  introduced  the  new  system  of 
valuation.  To  this  charge,  however,  their  reply  is,  that  the 
Supreme  Court  of  this  State  has  decided  that  the  view  which 
they  take  of  the  law  is  correct ; and  that  this  decision  has 
been  affirmed  by  the  Court  of  Appeals.  In  a short  time 
this  decision  will  be  reviewed  by  the  Supreme  Court  of  the 
United  States,  and  we  shall  then  know  whether  or  not  the 
State  Assessors  are  in  the  wrong.  Meanwhile,  their  action 
is  certainly  sustained  by  the  highest  court  in  the  State  of 
New  York.  Upon  this  fact  we  might  found  an  argument  to 
show  the  paramount  necessity  of  a change  in  the  law,  such 
as  is  referred  to  above.  The  courts  simply  decide  what  the 
law  is,  and  if  the  law  be  as  it  is  here  represented,  the  sooner 
a change  is  made  in  it  so  as  to  remove  the  mischiefs  which 
attend  its  present  operation,  the  better  will  it  be  for  the 
financial  interests  of  the  country. 

There  is  another  reason  which  of  late  circumstances  have 
been  urging  with  much  force,  for  relieving  the  banks  of  part 
of  their  tax  burdens.  The  pressure  of  these  burdens  is  driv- 
ing capital  away  from  the  business  of  banking  in  this  city ; 
and  this  process  evidently  weakens  the  banking  strength  of 
the  city.  We  cannot  repel  banking  capital  without  injuring 
business  of  every  other  kind  also.  Hence  it  is  the  tendency 
of  all  such  taxes  as  these  to  aid  those  mischievous  forces 
which  are  injuring  the  business  of  this  financial  centre  and 
weakening  the  financial  strength  which  we  ought  to  foster 
and  promote.  There  is  no  need  to  lay  undue  stress  upon 
this  argument ; but  it  is  plainly  worthy  of  earnest  considera- 
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tion.  Still  a more  important  reason  for  repealing  the  tax 
burdens  on  the  banks  is  that  in  doing  so  we  shall  augment 
the  strength  of  our  financial  system,  and  prevent  evils  which 
threaten  to  undermine  that  system,  and  to  multiply  the 
obstacles  in  the  way  of  specie  payments  and  of  the  early 
revival  of  business. 


THE  FINANCES  OF  RUSSIA. 

There  has  never  been  a time  when  the  financial  condition 
of  the  Russian  empire  has  attracted  in  the  financial  world  so 
much  attention  as  during  the  last  year.  Two  simple  reasons 
sufficiently  account  for  this  enhanced  public  interest.  First, 
there  is  in  all  the  bourses  of  Europe  a very  heavy  amount 
of  Russian  Government  debt  held  for  investment,  and  the 
transaction  in  Russian  securities  have  been  on  the  average 
large  and  increasing.  Hence,  a considerable  number  of  capi- 
talists in  most  of  the  great  financial  centers  of  Europe  have 
been  directly  interested  in  watching  the  course  of  events  and 
in  analyzing  all  the  movements  pacific  or  hostile  of  the 
Russian  policy,  so  as  to  estimate  their  probable  effect  on 
the  credit  of  the  Russian  Government  and  market  price  of 
its  bonds.  Secondly,  the  Eastern  Question  has  been  supposed 
to  turn  chiefly  on  the  question  whether  Russia  possessed 
natural  strength  enough  to  go  to  war.  But  for  several 
untoward  events,  which  have  weakened  the  internal  finances 
of  Russia,  it  is  highly  probable  that  no  exterior  influences 
could  have  restrained  her  from  commencing  hostilities  against 
Turkey.  Weakened,  however,  as  Russia  has  been  by  financial 
panics  by  the  failures  of  crops  and  by  some  mistakes  of 
financial  policy,  Russia  has  been  peculiarly  open  to  influences 
hostile  to  her  credit  on  ’Change,  and  it  has  been  currently 
believed  that  she  could  not  obtain  any  money  for  war  pur- 
poses outside  of  her  own  dominions.  How  much  financial  aid 
she  is  capable  of  deriving  from  her  own  people  is  not  very 
well  known.  A popular  loan  was  raised  some  months  ago, 
but  what  is  the  amount  which  it  yielded  to  the  Russian 
Treasury  has  never,  we  believe,  been  officially  made  known. 
Issues  of  paper  money  constitute  a very  dangerous  reliance 
in  a country  like  Russia,  which  has  for  several  generations 
been  suffering  from  the  effects  of  irredeemable  and  depre- 
ciated paper  money.  In  the  present  dearth  of  information 
as  to  the  later  movements  of  Russian  Government  finance,  a 
very  welcome  contribution  to  this  subject  has  appeared  in 
the 'London  Economist^  of  December  9,  1875,  which  shows  the 
growth  of  the  public  debt  of  Russia  from  1817  to  1875.  From 
this  statement  we  find  that  the  funded  debt  of  Russia  rose 
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from  93  millions  pf  roubles  in  1817  to  181  millions  in  1827, 
to  266  millions  in  1837,  to  325  millions  in  1847,  to  518  mil- 
lions in  1857,  to  903  millions  in  1867,  and  to  936  millions  in 
1875.  Thus,  during  the  period  under  review,  the  funded  debt 
of  Russia  has  increased  tenfold.  The  floating  debt  has  also 
undergone  an  enormous  expansion.  In  1817  it  amounted  to 
352  millions  of  roubles,  in  1827,  to  375  millions  ; in  1837,  to 
575  millions;  in  1847,  to  808  millions;  in  1857,  to  1543  mil- 
lions; in  1867,  to  2199  millions;  and  in  1875,  to  3235  mil- 
lions. 

The  imperial  decree  announcing  the  New  Russian  Internal 
Loan,  above  referred  to,  declares  that  “ in  order  to  cover  the 
extraordinary  expenses  imposed  upon  the  treasury  in  conse- 
quence of  political  events,”  it  has  been  resolved  to  make  “a 
new  issue  by  public  subscription  of  bank  bills,  bearing  inter- 
est at  the  rate  of  five  per  cent,  for  a nominal  capital  of  100 
millions  of  roubles.”  These  bills  are  payable  to  bearer  and 
resemble  our  old  seven-thirty  notes  or  our  coupon  bonds. 
The  securities  are  of  the  value  of  100,500,  1,000  and  5,000 
roubles  respectively.  Attached  to  each  security  are  coupons 
for  the  half  yearly  interest  payable  like  our  old  five-twenty 
in  May  and  November,  every  year.  The  whole  issue  is  to 
be  redeemed  in  thirty-seven  years  by  annual  drawing,  and 
the  price  of  issue  is  ninety-two.  Subscribers  must  make  a 
deposit  on  application,  the  amount  being  ten  per  cent, 
either  in  cash  or  interest — bearing  securities.  On  allotment 
a further  payment  of  fifteen  per  cent.  Inust  be  made ; and 
those  subscribers  who  on  application  deposited  securities, 
must  when  the  allotment  is  made,  take  up  their  securities 
and  replace  them  by  money.  The  remaining  seventy-five  per 
cent,  of  the  subscription  has  to  be  paid  in  five  instalments ; 
the  first,  of  fifteen  per  cent.,  falls  due  loth  December,  1876  ; 
the  next,  fifteen  per  cent.,  loth  January,  1877  ; the  third, 
fifteen  per  cent.,  loth  February,  1877  ; the  fourth,  fifteen  per 
cent.,  loth  March,  1877  ; and  the  final  payment  of  seven 
per  cent,  on  the  nth  April,  1877.  On  this  negotiation  the 
London  Economist  of  November  25,  1876,  makes  the  following 
remark  : 

“All  these  instalments  are  payable  in  the  note  currency  of 
the  country,  and  that  being  so,  it  is  evident  that  in  its  first 
stage  the  transaction  assumes  more  of  the  nature  of  an  altera- 
tion in  the  form,  than  an  increase  in  the  amonnt  of  the 
national  indebtedness.  The  Government  will  receive  its  own 
notes  in  payment  of  the  bills  it  is  now  issuing,  and  were 
these  notes  withdrawn  from  circulation,  the  final  result  of  the 
loan  would  be  that  Government  bills  to  the  amount  of  100 
millions  of  roubles  had  been  substituted  for  ninety-two  mil- 
lions of  roubles  in  Government  notes.  The  Government,  how- 
ever, has  no  intention  of  reducing  the  amount  of  its  note 
issues,  and,  indeed,  it  would  be  impossible  to  withdraw  at 
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once  so  large  an  amount  of  currency  without  producing  great 
financial  stringency.  There  will,  therefore,  be  a fresh  issue 
of  notes  ; and  the  real  outcome  of  the  transaction  is,  that 
the  Government,  by  means  of  this  loan,  will  acquire  the  right 
to  issue  another  100  millions  of  roubles  in  notes,  in  the  room 
of  those  returned  to  it,  and  these  will  be  employed  to  meet 
its  extraordinary  expenses.  Possessing,  as  it  does,  the  right 
of  unlimited  note  issue,  the  Russian  Government  need  not 
necessarily  have  gone  through  this  process  of  a loan  in 
order  to  supply  itself  with  the  means  of  meeting  its  debts. 
But  if  it  had  merely  set  the  printing  press  to  work,  and 
added  another  100  millions  of  roubles  to  the  paper  money 
of  the  country,  the  effect  would  have  been  still  further  to 
depreciate  that  currency,  and  to  turn  the  exchanges  still 
more  decidedly  against  Russia.  By  issuing  bills  which,  like 
our  own  Exchequer  bills,  do  not  enter  into  circulation  at  all, 
or  at  most  only  to  a very  limited  extent,  the  evils  arising 
from  a further  inflation  of  the  note  currency  are  avoided, 
and  exemption  from  these  is  cheaply  purchased  at  the  cost 
of  the  interest  and  bonus  on  the  bills.  Whether  in  such  a 
country  as  Russia,  where  there  is  no  large  acumulation  of 
savings,  an  operation  like  this,  which  involves  the  transfer  of 
money  from  the  public  to  the  Government,  can  be  often 
repeated,  is  very  doubtful,  and  even  now  it  is  considered 
expedient  to  stimulate  subscriptions  to  the  loan  by  patriotic 
appeals  not  always  consistent  with  facts,  of  which  the  follow- 
ing, from  an  official  journal,  may  be  taken  as  a specimen  : 
* If,’  says  the  Official  Messenger^  ‘ the  pacific  reforms  of  the 
present  reign  have  led  to  a growth  in  the  public  expenses, 
these  have,  by  the  beneficial  action  they  have  exercised  upon 
the  economic  development  of  the  country,  permitted  the 
Treasury  for  many  years  to  satisfy  all  its  wants,  without  hav- 
ing recourse  to  borrowing,  and  without  burdening  the  country 
with  an  augmentation  of  the  public  debt.  Now  the  Govern- 
ment asks  only  the  means  to  cover  the  extraordinary  expenses 
called  for  by  measures  which  are  intended  to  guarantee  a 
lasting  peace  for  the  future  ; and,  in  issuing  this  loan,  the 
Emperor  is  fully  convinced  that  he  has  the  sympathies  of  all 
classes  of  the  nation.  The  Minister  of  Finance  hopes  that 
these  sympathies  will  be  manifested  by  the  participation  of 
all  in  the  loan.’  ” 

These  favorable  anticipations,  however,  are  of  doubtful 
realization.  At  Moscow,  and  elsewhere,  the  perturbations  in 
the  money  market  have  been  so  severe  that,  according  to  the 
Berlin  Bor  sen  Zeitung  of  the  latest  dates,  M.  Lam  an  ski  j, 
Director  of  the  Imperial  Bank  of  St.  Petersburg,  has  paid  a 
visit  to  that  city  to  confer  with  the  leading  bankers  and 
financial  men  on  the  measures  to  be  adopted  to  meet  the 
exigencies  consequent  upon  the  numerous  suspensions  which 
have  been  reported. 
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THE  REFORM  OF  USURY  LAWS. 

An  eccentric  Frenchman  in  the  eighteenth  century  left  in 
his  will  a sum  of  money  to  be  perpetually  expended  in  prizes 
for  essays,  to  prove  the  lawfulness,  according  to  Scripture 
and  to  the  law  of  Nature,  of  charging  interest  for  the  use  of 
money.  By  what  mischance  it  has  happened,  we  do  not 
know,  that  this  well-meant  bequest  was  not  devoted  to  the 
object  for  which  it  was  designed.  But  the  governments  and 
people  of  the  civilized  world  have  advanced  rapidly  in  accu- 
rate knowledge  on  this  subject,  and  if  we  look  throughout  all 
the  commercial  countries  of  Europe,  we  shall  scarcely  find 
one  in  which  usury  penalties  survive  in  such  a form  as  to 
check  or  injure  the  necessary  operations  of  hiring  capital 
and  paying  interest  for  its  use.  In  this  country,  strange  as 
it  might  seem  to  an  ignorant  observer,  the  usury  laws  of 
mediaeval  times  have  found  a refuge  after  their  expulsion 
from  almost  every  civilized  nation  abroad.  As  in  former  years 
there  are  several  petitions  now  in  Albany,  asking  the  Legis- 
lature of  this  State  to  repeal  the  Usury  Laws.  Many  of  our 
readers  may  have  been  led  to  the  belief,  from  the  recent 
decisions  of  the  Supreme  Court  of  the  United  States,  that 
the  usury  penalties  are  merely  nominal  throughout  the  whole 
of  the  United  States.  This,  however,  is  not  correct.  The 
Supreme  Court  has  indeed  decided  in  the  case,  which  was 
pushed  so  rapidly  through  the  courts  by  Mr.  E.  G.  Spaulding, 
of  Buffalo,  in  order  to  settle  this  important  question  of  law 
upon  a solid  and  satisfactory  basis,  that  National  banks  are 
not  governed  by  the  State  laws  of  usury  but  by  the  Federal 
Statute  contained  in  the  National  Currency  Law  under  which 
they  were  organized.  This  Statute  has  been  reenacted  in  the 
Revised  Statutes,  Section  5197,  which  now  constitutes  the  only 
Usury  Law  to  which  the  National  banks  are  amenable.  This 
Section  reads  as  follows  : 

“ Sec.  5197.  Any  association  may  take,  receive,  reserve  and  charge  on  any 
loan  or  discount  made,  or  upon  any  note,  bill  of  exchange  or  other  evidences  of 
debt,  interest  at  the  rate  allowed  by  the  laws  of  the  State,  Territory  or  dis- 
trict where  the  bank  is  located,  and  no  more,  except  that  where  by  the  laws  of 
any  State  a different  rate  is  limited  for  banks  of  issue  organized  under  State 
la^  the  rate  so  limited  shall  be  allowed  for  associations  organized  or  exist- 
ing in  any  such  State  under  this  Title.  When  no  rate  is  fixed  by  the  laws 
of  the  State,  or  Territory,  or  district,  the  bank  may  take,  receive,  reserve, 
or  charge  a rate  not  exceeding  seven  per  centum,  and  such  interest  may  be 
taken  in  advance,  reckoning  the  days  for  which  the  note,  bill,  or  other  evi- 
dence of  debt,  has  to  run.  And  the  purchase,  diacount,  or  sale  of  a bona  fide 
bill  of  exchange,  payable  at  another  place  than  the  place  of  such  purchase, 
discount  or  sale,  at  not  more  than  the  current  rate  of  exchange  for  sight- 
drafis,  in  addition  to  the  interest,  shall  not  be  considered  as  taking  or 
receiving  a greater  rate  of  interest” 
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In  this  Statute,  as  interpreted  by  the  Supreme  Court,  the 
usury  penalties  incurred  by  National  banks  are  limited  simply 
to  the  loss  of  the  amount  of  interest  charged  on  the  usurious 
loan.  We  have  thus  the  anomaly  in  certain  States  that  usury 
by  the  National  banks  incurs  this  light  penalty,  but  by  all 
the  rest  of  the  community  it  incurs  penalties  much  more 
severe.  In  the  State  of  New  York,  for  example,  the  penalty 
of  usury  is  imprisonment  for  six  months,  a fine  of  five  hun- 
dred dollars,  the  loss  of  the  money  loaned,  and  the  cancelling 
of  the  contract  which  that  money  represented.  But  as  there 
are  a large  number  of  State  banks  and  private  banks  doing 
business  in  the  State  of  New  York,  efforts  have  been  made 
with  success  to  obtain  a remission  of  the  severer  features  of 
the  Usury  Law.  On  the  9th  April,  1870,  the  following 
Statute  was  passed  for  this  .purpose  : 

**  I.  Every  banking  association  organized  and  doing  business  under  and  by 
virtue  of  the  act  entitled  *an  act  to  authorize  the  business  of  banking,*  passed 
April  1 8th,  1838,  and  the  various  acts  supplementary  thereto  and  amendatory 
thereof,  is  hereby  authorized  to  take,  receive,  reserve,  and  charge  on  every 
loan  or  discount  made,  or  upon  any  note,  bill  of  exchange  or  other  evidences 
of  debt,  interest  at  the  rate  of  seven  per  cent  per  annum  ; and  such  interest 
may  be  taken  in  advance,  leckoning  tne  days  for  which  the  note,  bill,  or  other 
evidence  of  debt  has  to  run.  The  knowingly  taking,  receiving,  reserving  or 
charging  a rate  of  interest  greater  than  aforesaid,  sh^l  be  held  and  adjudged 
a forfeiture  of  the  entire  interest  which  the  note,  bill,  or  other  evidence  of 
debt  carries  with  it,  or  which  has  been  agreed  to  be  paid  thereon ; and  in 
case  a greater  rate  of  interest  has  been  paid,  the  person  or  persons  paying  the 
same,  or  their  legal  representatives,  may  recover  back  twice  the  amount  of  the 
interest  thus  paid,  from  the  association  taking  or  receiving  the  same  ; provided 
that  such  action  is  commenced  within  two  years  from  the  time  the  said  excess 
of  interest  is  taken.  But  the  purchased  discount  or  sale  of  a bona-fide  bill  of 
exchange,  note,  or  other  evidence  of  debt  payable  at  another  place  than  the 
place  of  such  purchase,  discount  or  sale,  at  not  more  than  the  current  rate  of 
exchange  for  said  drafts,  or  a reasonable  charge  for  collecting  the  same  in 
addition  to  the  interest,  shall  not  be  considered  as  taking  or  receiving  a greater 
rate  of  interest  than  seven  per  cent,  per  annum. 

2.  It  is  hereby  declared  tnat  the  true  intent  and  meaning  of  this  act  is  to  place 
the  banking  associations  organized  and  doing  business  as  aforesaid,  on  an  equal- 
ity in  the  particulars  in  this  act  referred  to,  with  the  National  banks  organized 
under  the  act  of  Congress,  entitled  ‘an  act  to  provide  a National  currency, 
secured  by  a pledge  of  United  States  bonds,  and  to  provide  for  the  circulation 
and  redemption  thereof,*  approved  June  3,  1864.  And  all  acts  and  parts  of 
acts  inconsistent  with  the  provisions  hereof,  are  hereby  repealed.** 

Combining  these  two  laws,  we  find  that  the  usury  penalties 
of  this  State  are  virtually  repealed  with  regard  to  the 
National  banks  and  the  State  banks,  while  they  remain  in 
full  force  as  against  all  other  lenders  of  money.  Thus  our 
trust  companies,  our  private  bankers,  our  rich  capitalists,  and 
our  poorer  frugal  citizens,  who  have  money  saved  up  which 
they  wish  to  lend  at  what  it  is  worth  in  the  market,  are  pre- 
vented from  charging  more  than  seven  per  cent,  by  a law 
which  denounces  severe  penalties  against  them,  but  has  no 
force  at  all  against  the  National  and  State  banks.  Such  a 
partial  and  mischievous  law  as  this  cannot  of  course  be  per- 
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mitted  to  remain  upon  the  Statute  book,  and  the  petition 
above  referred  to  asks  for  its  repeal  during  the  present 
session.  We  can  scarcely  doubt  that  the  object  of  the  usury 
reformers  will  be  accomplished  in  this  State  without  delay. 
It  is  hoped  that  in  other  States  where  mischievous  usury 
penalties  are  enforced,  a similar  effort  will  be  made,  and  will 
be  successful,  for  the  unification  of  the  Usury  Laws  through- 
out the  country.  It  would  be  better  for  the  interests  of  com- 
merce and  trade  if  all  penalties  attaching  to  usury  could  be 
repealed,  and  if  the  movements  of  capital  could  be  ren- 
dered perfectly  free  between  the  borrowers  and  the  capitalists 
that  lend  to  them.  This  policy  of  setting  capital  free  from 
the  burdens  and  shackles  which  for  ages  have  checked  its 
movements,  has  been  adopted  in  most  of  the  commercial 
countries  of  the  world,  and  so  far  the  adoption  of  free  trade 
in  money  has  been  productive  of  no  apparent  harm,  but  on 
the  contrary;  it  has  put  an  end  to  many  abuses,  and  has 
accomplished  much  good.  We  cannot  doubt  that  in  this 
country  similar  results  will  follow  the  reform  of  Usury  Laws. 
Strangely  enough,  some  persons  even  in  our  day,  after  so 
much  proof  to  the  contrary,  have  imagined  that  if  the  usury 
penalties  were  taken  off,  the  effect  would  be  to  induce  the 
money-lenders  to  charge  exorbitant  rates  of  interest.  All 
over  the  world  the  universal  experience  of  commercial 
countries  disproves  this  anticipation,  and  shows  that  Usury 
Laws  do  not  protect  the  borrower  from  excessive  charges 
for  money,  or  guard  him  against  the  oppression  of  the  money- 
lender. What  these  laws  do  is  rather  to  surround  the  prac- 
tice of  usury  with  a secrecy  which  is  favorable  to  a class  of 
money-lenders,  who  make  no  scruple  of  defying  the  law,  and 
who  fleece  their  victims  without  mercy.  Finally,  the  experi- 
ence of  modern  usury  reform  has  shown  that  the  only  way 
to  protect  borrowers  from  oppression,  is  to  leave  both  them 
and  the  lenders  perfectly  free  under  the  law  to  pay  and  to 
charge  such  rates  for  the  loan  of  money  as  it  is  honestly 
worth  in  the  market. 

Mr.  Cowdin  on  the  24th  January,  introduced  a bill  into  the 
legislature  at  Albany,  to  make  the  State  law  on  money  con- 
form to  that  of  the  National  Government.  As  has  been  often 
demonstrated  a perfect  usury  law  would  leave  each  borrower 
and  lender  at  liberty  to  fix  the  rate  to  be  paid  for  the  loan 
of  capital.  To  this  high  standard  our  National  usury  law 
approaches  very  nearly,  but  it  does  not  quite  reach  it.  It 
forbids  loans  at  rates  higher  than  the  legal  maximum,  and 
declares  that  the  lender  shall  otherwise  lose  the  amount  of 
interest  agreed  upon,  and  no  more.  This  law  is  greatly 
superior  to  the  present  usury  law  of  the  State  of  New  York, 
which,  with  its  monstrous  medieval  penalties,  Mr.  Cowdin’s 
bill  proposes  to  repeal. 
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BI-METALLIC  MONEY. 

BY  EMILE  DE  LAVELEYE. 

[ Re-published  from  the  Revue  de  Belgique,  ] 

TRANSLATED  BY  GEORGE  WALKER. 

[note  by  the  translator.] 

The  author  of  the  following  paper,  Professor  Emile  de  Laveleye,  oi  Liege, 
Belgium,  has  for  many  years  occupied  a prominent  place  among  the  economists 
of  Europe.  He  has  been  a frequent  contributor  to  the  Rezme  des  Deux  Afon- 
des,  and  to  the  English  Fortmghlly^  and  is  as  well  known  in  France  and  Eng- 
land, as  in  his  own  country.  He  is  at  the  present  moment  a conspicuous  adhe- 
rent of  the  new  historical  school  of  political  economists — the  “Katheder  Social- 
isten”  of  Germany.  At  the  Adam  Smith  dinner,  he  defended  that  position  and 
shared  the  honors  of  the  occasion  with  M.  Leon  Say,  the  French  Finance 
Minister.  An  article  in  the  Revue  des  Deux  Mondes  for  July  15.  1875,  presents 
with  great  force  the  views  of  the  new  school.  After  the  English  crisis  of  1866, 
Professor  de  Laveleye  wote  two  excellent  articles — also  in  the  Revue  des  Deux 
Mondes — on  the  “Money  Market,  and  its  crises  during  the  last  fifty  years.” 
About  a year  ago  he  published  in  the  Revue  de  Belgique^  of  which  he  is  one  of 
the  editors,  a very  remarkable  article  on  “ Protestantism  and  Catholicism  in  their 
relations  to  the  liberty  and  prosperity  of  nations.”  This  article  has  “gone  the 
rounds  of  the  world,”  having  been  translated  into  nine  languages,  the  French 
edition  alone  numbering  30,000  copies. 

The  article  now  translated,  first  appeard  in  the  Revue  de  Belgique^  and  has 
since  been  widely  circulated  in  pamphlet  form,  and  translated  into  German. 
As  a clear  and  vigorous  presentation  of  the  argument  in  favor  of  interna- 
tional bi-metalism,  it  ranks  with  the  best  productions  of  M.  Henri  Cemuschi, 
on  that  subject.  Little  remains  to  be  said  beyond  what  these  two  distinguished 
financial  economists  have  written  about  it.  They  are  in  full  accord  in  respect 
to  the  object  to  be  attained,  namely,  the  general  adoption  of  silver  as  legal- 
tender  money,  in  common  with  gold,  on  the  basis  of  fifteen  and  a half  to  one, 
and  in  the  mode  of  attaining  it — by  an  International  Congress.  They  differ, 
however,  on  the  question  of  the  importance  of  increasing  the  volume  of  metallic 
money,  M.  de  Laveleye  maintaining  that  an  increased  amount  of  such  money 
is  a positive  benefit,  as  shown  by  the  enlarged  activity  of  all  industries  under 
the  stimulus  of  the  gold  of  California  and  Australia.  M.  Cemuschi,  on  the 
other  hand,  holds  rigidly  to  the  doctrine  that  it  makes  no  difference  whether 
the  volume  of  money  be  large  or  small,  as  it  inflexibly  determines  the  prices  of 
commodities  and  labor.  Perhaps  the  boldest  feature  of  M.  de  Laveleye’s 
paper,  is  his  defence  of  the  debtor  as  opposed  to  the  creditor  class,  and  his 
assertion  that  if,  as  he  admits,  an  increase  of  money  lightens  debts,  society  is 
interested  that  they  should  be  so  lightened,  and  that  the  resulting  good  far  more 
than  makes  up  for  the  partial  injustice  to  the  creditor.  Coming  from  a writer 
who,  in  his  financial  papers,  has  expressed  the  soundest  doctrines  respecting 
banking,  paper  money,  the  abuses  of  credit,  and  the  speculations  which  lead  to 
crises,  the  views  of  M.  de  Laveleye  are  received  with  some  surprise,  and  not 
without  questioning.  M.  Cemuschi,  whose  respect  for  law,  for  perfect  justice, 
and  for  mathematical  precision,  admits  no  place  for  sentiment  in  the  treatment 
of  monetary  problems,  dissents  from  this  part  of  his  distinguished  friend^s  paper. 
It  is  likely  to  be  more  favorably  received  in  this  country,  not  only  by  the  paper 
money  party,  but  by  those  who  see  no  wrong  in  such  ^leviations  to  the  bur- 
den of  debt  and  of  taxation,  as  result  from  the  development  of  the  resource- 
and  powers  of  nature,  and  the  turning  to  account  of  those  hidden  treasures 
which  the  Creator  has  stored  up  for  the  benefit  of  mankind. 
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“ZW  et  Pargent'^  par  M.  WoLOWSKi.  **  Money,''  by  Stanley  Jevons, 
M.  A.,  F.  R.  S.  Or  et  Argent,"  par  Henri  Cernuschi.  “Z^  Monnaie 
Bimetallique"  par  le  meme.  **La  Question  Mon/taire,"  examen  du  systhne  et 
des  effets  du  double  stolon  suivant  les  td^es  de  M.  Emile  de  Laveleye,  et  rtfu- 
tation  des  doctrines  momftaires  de  M.  Malou,  Ministre  des  Finances ; par  M. 
Frere-Orban. 


The  monetary  question  interests  everybody.  We  all  have 
daily  dealings  with  money ; we  are  all  debtors  or  creditors 
for  money ; we  all  buy  what  we  need  with  money.  We  have 
all,  therefore,  an  interest  in  knowing  what  causes  the  value 
of  money  to  rise  or  fall,  and  consequently  the  rise  or  fall  of 
prices  ; for  the  condition  of  each  one  of  us  will  be  affected 
by  it,  from  that  of  Mr.  Rothschild,  who  handles  millions, 
down  to  that  of  the  workman  who  receives  his  daily  wages. 

The  decline  in  the  value  of  silver,  and  the  limitations  put 
upon  the  coinage  of  that  metal  in  the  countries  of  the  so 
called  Latin  Union,  have  drawn  public  attention  forcibly 
to  this  economic  problem. 

On  the  23d  of  April,  1876,  the  Belgian  Minister  of 
Finance  introduced  into  the  Representative  Chamber,  a bill 
authorizing  the  government  to  limit  the  coinage  of  five  franc 
pieces.  The  explanations  which  accompany  this  bill,  present 
some  very  interesting  facts,  supplementing  the  monetary  doc- 
uments published  by  M.  Malou,  in  1873.  Both  in  Belgium 
and  in  France,  certain  writers  are  insisting  anew,  and  with 
increased  earnestness,  on  the  adoption  of  gold  as  the  only 
money  which  shall  be  clothed  with  absolute  power  of  pay- 
ment. M.  Michel  Chevalier,  has  lately  expressed  that  opinion 
in  the  Revue  des  Deux  Mondes,  (No.  of  April  i,  1876,*)  M. 
Frere-Orban,  has  advocated  the  same  cause  with  his  usual 
eloquence,  in  a volume  recently  published  ; and  M.  P.  Leroy- 
Beaulieu  sustains  it  in  his  excellent  journal,  the  Economiste 
Franfais,  invoking,  in  support  of  his  opinions,  every  favorable 
circumstance  as  soon  as  it  presents  itself. 

On  the  other  hand,  M.  Wolowski  in  his  valuable  work  Dor 
et  r argent ; the  Baron  de  Reinach  in  the  Journal  des  Debats ; 
M.  Cernuschi  in  the  Siecle,  and  in  several  short  publications 
remarkable  for  their  precision  of  language  and  clearness  of 
reasoning,  courageously  defend  bi-metallic  money.  In  Eng- 
land, Mr.  Jevons  states  the  question  impartially,  but  with  too 
much  brevity,  in  a chapter  of  his  recent  book  on  Money, 
entitled  “ The  Battle  of  the  Standards T Being  myself  convinced 
that  the  universal  adoption  of  gold,  as  the  only  legal 
money,  would  be  a great  economical  mistake,  from  which 
the  business  of  the  whole  world  would  suffer  disastrous  con- 
sequences, I think  it  my  duty  to  endeavor  to  point  out  the 
serious  inconveniences  which  would  result  from  such  a 
measure. 


♦ See  also  a second  article  on  this  subiect  by  M.  Chevalier,  in  the  number  for  August  i,  1876, 
entitled  **  La  Nouvelle  Depreciation  de  rargent,  et  le  Double  Etalon.” 

(Tr.) 
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A monetary  standard  is  that  money  which  has  an  unlim- 
ited power  of  liquidation  ; that  is  to  say,  by  means  of  which, 
.all  payments,  however  large  the  amount,  can  be  effected. 
Certain  countries  like  England,  have  confined  that  privilege 
exclusively  to  money  of  gold,  others  to  money  of  silver,  as 
was  the  case  with  Holland  and  Germany,  until  a very  recent 
period.  The  system  adopted  by  these  nations  is  that  of  the 
single  standard.  Other  countries  have  accorded  the  privilege, 
at  the  same  time,  to  money  both  of  gold  and  silver,  establish- 
ing between  the  two  metals  a fixed  relation.  This  is  the  sys- 
tem of  the  double  standard,  which  is  in  force  in  the  countries 
belonging  to  the  monetary  ( Latin ) Union,  established  in 
1866,  namely,  France,  Belgium,  Italy,  Switzerland,  and 
Greece.  In  the  countries  of  the  Union  the  relation  of  value 
between  gold  and  silver,  is  fixed  by  law  at  one  to  fifteen  and 
a half.  It  results  from  this  that  one  can  pay  for  what  he 
buys,  or  discharge  a debt  which  he  owes,  by  giving  at  his 
option,  a kilogram  of  gold,  or  fifteen  and  a half  kilograms 
of  silver,  in  standard  money,  containing  900  thousandths  of 
fine  metal,  and  100  thousandths  of  alloy.  Coins  of  one  franc, 
two  francs,  and  fifty  centimes,  are  no  longer  standard  money, 
inasmuch  as  they  contain  only  835  thousandths  of  fine  metal  ; 
the  crown  {/cu)  of  five  francs,  alone  maintains  that  privi- 
lege. Five  coins  of  one  franc  contain,  therefore,  sixty-five 
thousandths  of  silver  less  than  a single  coin  of  five  francs, 
and  have  a proportionately  smaller  value. 

What  is  demanded  by  partisans  of  the  single  standard,  in 
the  countries  of  the  monetary  Union,  is  to  deprive  the  five 
franc  piece  of  its  legal  tender  quality,  and  to  reduce  it  to 
the  condition  of  token  money.  It  would  then  be  legal  tender 
only  to  the  amount  of  fifty  francs  in  a single  payment.  The 
arguments  by  which  they  justify  this  demand  are  the  fol- 
following  : 

t 

— T^e  fall  in  value  of  the  metal  silver.  This  fall  is  now 
from  eight  to  ten  per  cent. ; which  means  that  a hundred 
francs  in  silver  bullion  are  worth  only  ninety  francs  in  gold 
bullion.  The  report  which  accompanied  the  bill  for  restrict- 
ing the  coinage  of  silver  in  France,  which  was  recently  pre- 
sented to  the  French  Chambers,  by  the  Minister  of  Finance, 
recites  accurately  the  causes  of  that  decline.  ‘‘The  causes  of 
the  depreciation  of  silver,”  says  M.  Leon  Say,  “are  numerous, 
and  the  influences  of  each  of  them  is  differently  felt.  They 
may,  however,  be  reduced  to  three ; the  first  of  these 
is  the  demonetization  of  silver  in  Germany,  and  the 
forced  exportation  of  that  metal,  which  has  resulted  from  it. 
The  silver  exported  has  had  to  be  sold  to  obtain  the  gold 
with  which  to  make  the  new  German  coins,  which  are  to 
take  the  place  of  the  silver  thalers  and  florin  pieces  of  the 
old  system. 
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“ The  second  cause  is  the  increased  production  of  silver 
mines  in  the  United  States. 

‘‘  The  third  is  the  considerable  decline  which  has  taken  place 
in  recent  years,  in  the  export  of  silver  bullion  and  silver 
coins  to  British  India.  That  decline  is  due  to  the  failure  of 
Indian  harvests,  to  the  famines  which  have  followed  that 
failure,  and  to  changes  which  have  taken  place  in  the  kinds, 
quantities,  and  value  of  the  products  exchanged  between 
Europe  and  India.  It  is  also  due  to  the  increased  expendi- 
tures of  the  Indian  Government  in  England,  for  the  payment 
of  pensions  to  retired  public  servants,  and  of  interest  on 
English  capital  invested  in  India.  These  payments  are 
effected  by  the  export  of  merchandise  from  India  to  England, 
and  the  adjustment  of  balances,  which  used  to  be  made  in 
silver,  is  now  effected  by  set-offs.” 

M.  Leon  Say  is  of  the  opinion  that  the  first  of  these  three 
causes  will  have  a limited  effect,  while  the  other  two  will  be 
more  lasting,  although  the  duration  of  them  cannot  be  cal- 
culated with  any  accuracy.  M.  Michel  Chevalier  and  the 
gold  party,  are  alarmed  at  the  increase  in  the  production  of 
silver  in  the  Far  West  of  the  United  States.  Fifteen  years  ago 
the  production  of  that  region  was  insignificant  ; it  has  now 
risen  to  175  millions  of  francs  a year,  and  the  estimates 
reach  as  high  as  300  or  400  millions,  in  the  early  future. 

If,  it  is  said,  the  countries  of  the  monetary  Union  had  not 
restricted  the  coinage  of  silver  money,  by  an  international 
compact  which  has  been  annually  renewed  since  1866,  dealers 
in  bullion  would  have  taken  advantage  of  the  increasing 
depreciation,  to  displace  the  gold  coinage  with  heavy  and 
inconvenient  five  franc  pieces,  and  in  so  doing  they  would 
have  made  a profit  of  ten  per  cent.  We  should,  in  that 
event,  have  had  nothing  left  but  a cumbersome  and  depre- 
ciated money,  which  was  losing  value  every  day,  in  propor- 
tion as  the  production  of  silver  kept  on  increasing. 

Second. — The  fact  that  a country  using  depreciated  silver 
money,  would  lose  relatively  to  countries  having  gold  money, 
the  latter  having  proportionately  increased  in  value.  The  coun- 
try using  silver  would  have  to  pay  for  its  purchases  in  foreign 
countries,  with  gold,  at  a premium,  and  would  lose  that 
premium.  On  the  contrary,  the  country  which  uses  gold 
would  gain  the  premium,  by  paying  for  its  purchases  in 
silver-using  countries,  in  gold,  the  metal  which  commands  it. 
Thus  France  would  pay  more  dearly  for  English  products, 
and  England  would  obtain  French  products  at  a lower  figure. 

Third. — That  the  system  of  the  double  standard  is  the  exact 
opposite  of  what  a good  measure  of  value  ought  to  be.  As 
stated  by  Locke,  ‘‘  to  take  as  measures  of  value,  things  which 
do  not  bear  a fixed  and  invariable  relation  to  each  other, 
would  be  like  choosing  for  a measure  of  length,  an  object 
which  was  liable  to  be  lengthened  and  shortened.”  It  is 
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necessary,  therefore,  as  they  claim,  that  there  shall  be  in  each 
country  only  one  metal,  which  shall  serve  the  triple  purpose 
of  money  of  account,  liquidator  of  obligations,  and  measure 
of  values.  They  assert  that  it  is  the  height  of  absurdity,  and 
contrary  to  all  economical  principles,  to  attempt  to  maintain 
between  gold  and  silver  the  constant  relation  of  one  to  fifteen 
and  a half.  That  relation  is  purely  arbitrary.  Why  not  as 
well  fix  it  at  one  to  seventeen,  or  eighteen,  or  at  one  to  ten 
or  twelve  ? The  value  of  the  two  metals  is  determined  by 
the  law  of  supply  and  demand,  that  is  to  say,  by  their  pro- 
duction, on  the  one  hand,  and  by  the  use  which  is  made  of 
them  on  the  other.  The  production  and  use  of  gold  and  sil- 
ver do  not  vary  at  the  same  moment,  nor  under  the 
influence  of  the  same  causes.  Their  relation  to  each  other 
must  constantly  change ; it  is  not,  therefore,  within  the 
province  of  law  to  fix  it  once  for  all.  It  is  as  impossible  as 
to  fix  the  price  of  wheat  by  public  edict,  as  was  vainly 
attempted  by  the  law  of  the  “ maximum'' 

Fourth. — The  double  standard  is,  really,  only  an  alternative 
standard.  No  country  can  keep  in  circulation  more  than  one 
of  the  two  metals  at  a time,  either  gold  or  silver,  and  the 
metal  most  valuable  at  the  time  is  the  one  which  always 
disappears,  the  most  depreciated,  the  one  which  remains. 
The  reason  is  simple ; speculators  buy  up  the  depreciated 
metal,  cause  it  to  be  coined,  exchange  it  for  the  metal  which, 
as  compared  with  the  other,  is  at  a premium,  and  gain  the 
difference.  Twenty  years  ago  they  sold  silver,  which  they 
replaced  with  gold  ; to-day  they  would  sell  gold  and  replace 
it  with  silver,  if  they  had  the  power  to  get  it  coined.  The 
operation  is  a very  simple  one.  A gold  napoleon  is 
worth  in  the  home  market  no  more  than  four  five  franc 
pieces  ; but  abroad  these  four  five  franc  pieces  are  worth 
two  and  one  half  francs,  or  one  franc  and  a half  less  than 
the  napoleon.  To  gain  this  difference,  less  the  expenses  of 
the  operation,  it  is  only  necessary  to  exchange  the  five  franc 
pieces  for  gold  napoleons  at  home,  to  sell  the  napoleons  in 
London,  to  buy  silver  bullion  in  that  market  with  the  pro- 
ceeds, and  to  send  it  to  the  mints  of  Paris  or  Brussels  to  be 
coined  into  five  franc  pieces. 

Wherever  the  dearer  metal  has  been  taken  away,  only  the 
depreciated  metal  remains,  and  the  monetary  capital  of 
the  country  will  have  lost  the  entire  difference  between  the 
market  values  of  the  two  metals. 

From  these  premises  they  argue  that  the  monetary  capital 
of  a country  is  exposed  to  a two-fold  cause  of  depreciation, 
when  it  is  composed  of  two  metals,  and  only  to  a single 
cause  when  it  is  composed  of  one  metal  only — gold  or  silver. 
Thus  the  placers  of  California  and  Australia,  by  producing 
half  a milliard  ( 500^000 ) francs  of  gold  every  year,  caused 
the  value  of  that  metal  to  decline.  Since  gold  has  become 
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almost  exclusively  the  money  of  the  countries  of  the  double 
standard,  their  monetary  capital  has  diminished  just  in  pro- 
portion as  gold  itself  has  declined.  At  the  present  day  the 
production  of  the  Far  West  of  America,  threatens  silver  with 
a corresponding  fall.  If  silver  were  to  continue  to  be  freely 
coined,  it  would,  after  a short  time,  constitute  the  entire 
monetary  capital  of  countries  using  the  double  standard,  and 
that  capital  would  be  diminished  in  value  in  the  same  pro- 
portion as  silver  has  fallen.  Thus  it  happens  that  when  the 
gold  mines  become  more  productive,  the  double  standard 
loses  a part  of  its  value,  and  in  precisely  the  same  way  it 
loses  it  when  the  silver  mines  become  more  productive.  The 
single  standard,  on  the  contrary,  is  subject  to  one  influence 
only,  namely,  that  which  is  caused  by  the  production  of  the 
metal  of  which  it  is  composed.  The  value  of  the  monetarj^ 
capital  of  England,  which  is  composed  of  gold,  fell  after 
1850,  under  the  influence  of  the  Californian  and  ’ Australian 
supplies,  but  it  is  unaffected  to-day  by  the  increase  of  Amer- 
ican silver.  The  monetary  capital  of  Germany  was  not  af- 
fected by  the  abundance  of  gold  after  1850  ; but  it  would 
have  been  to-day,  by  the  increased  abundance  of  silver,  if 
they  had  not  demonetized  that  metal. 

The  foregoing  is,  I believe,  a complete  enumeration  of  the 
objections  which  have  been  raised  against  the  double  stand- 
ard. I will  examine  them  briefly. 

In  my  judgment,  it  is  with  monetary  systems  as  with  man- 
kind, and  with  human  affairs  : none  of  them  are  perfect. 
Each  has  its  advantages  and  its  disadvantages  ; but  after  all 
these  have  been  carefully  considered,  I believe  that  the 
advantages  of  the  double  standard  far  outweigh  its  disad- 
vantages, and  that  for  this  reason  it  ought  to  be  preferred. 
And  moreover,  if  all  countries  were  to  adopt  the  double 
standard,  its  disadvantages  would  almost  wholly  disappear,  as 
has  been  asserted  and  demonstrated  by  M.  Cernuschi,  and  by 
the  Dutch  Monetary  Commission  of  1873. 

Among  the  objections  urged  against  the  double  standard, 
there  is  one  which  is  not  very  serious.  It  is  that  formulated 
by  Locke,  and  which  consists  in  saying  that  a standard  can- 
not be  composed  of  two  metals,  each  of  which  is  subject  to 
variations.  As  MM.  Wolowski  and  Cernuschi  have  observed, 
the  use  of  the  word  ‘‘standard”  is  deceptive.  According  to 
the  dictionary  of  the  French  Academy,  “ a standard  is  a 
model  of  measurement,  kept  by  the  magistrate,  and  to  which 
the  instruments  of  measurement  used  by  merchants  must  be 
made  to  conform.”  The  metre  is  the  standard  of  lineai 
measurement ; the  kilogram  the  standard  of  weight.  The 
franc,  the  florin,  the  thaler,  serve  very  well  as  common 
measures  of  value,  but  they  differ  completely  from  such 
standards  as  the  metre  or  the  kilogram.  The  franc  is  an 
article  of  merchandise  which  is  constantly  changing  its  value  ; 
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the  metre  always  maintains  its  exact  dimensions.  The  franc 
is  given  in  exchange  for  articles,  the  price  of  which  it  serves 
to  establish ; the  metre,  after  it  has  served  to  measure  a 
fabric,  is  not  itself  the  subject  of  delivery.  The  metre  main- 
tains always  the  same  length,  while  it  is  impossible  to  pre- 
serve a stable  measure  of  values.  The  word  monetary  standard 
is,  therefore,  not  accurate.  It  is  for  this  reason  that  M.  Wol- 
owski  refuses  to  employ  it,  and  that  M.  Cernuschi  proposes, 
with  obvious  propriety,  to  call  the  system  of  the  double 
standard  the  system  of  bi-metallic  money.  It  is  the  term 
which  I shall  make  use  of  to  designate  the  monetary  system 
prevailing  in  France,  and  in  the  Union  of  which  that  coun- 
try is  the  centre. 

The  best  common  measure  of  value  must  be  that  which 
varies  the  least.  If  I demonstrate  that  it  is  one  composed 
of  two  metals,  I shall  have  answered  the  objection  of  Locke. 

But,  says  M.  Michel  Chevalier,  the  law  is  absurd  when  it 
attempts  to  establish  a fixed  relation  between  two  kinds  of 
merchandize,  gold  and  silver,  both  of  which  vary  in  value, 
and  of  which  the  relation  to  each  other  ought  to  vary  also. 

It  is  indeed  true  that  the  relation  of  the  two  metals  is 
a variable  one,  and  the  authors  of  the  law  of  Germinal 
An.  XI*  were  not  ignorant  of  that  fact.  Nor  does  the 
bi-metallic  system  make  any  pretense  of  fixing  the  relation 
for  all  time.  What  it  does  is  to  accord  the  power  of  liquida- 
tion at  the  same  time  to  both  gold  and  silver,  instead  of 
restricting  it  to  one  metal  only.  The  law  simply  says,  that 
every  obligation  to  pay  a certain  sum  gives  the  debtor  a 
right  to  discharge  it,  either  in  gold  money  or  in  silver 
money,  based  on  the  relation  between  them  of  i to  15^  ; 
that  is  to  say,  he  can  deliver  at  his  option  a kilogram  of 
gold  or  15^  kilograms  of  silver.  The  system  may  be  a bad 
one,  but  it  is  not  absurd.  It  is  an  alternative  obligation, 
such  as  all  legislation  has  recognized  as  being  legitimate. 
We  may  add,  that  the  fact  of  according  to  two  metals  the 
privilege  of  liquidation  at  a fixed  ratio,  has  the  effect,  as 
we  shall  presently  see,  of  maintaining  that  relation  in  fact, 
not  to  the  degree  to  render  it  unchangeable,  but  considerably  to 
reduce  its  fluctuations.  The  charge  of  absurdity,  therefore, 
when  applied  to  bi-metallic  money,  is  by  no  means  well 
founded  ; and  economists  who  regard  the  substance  of  things 
and  not  the  names,  like  M.  Leroy-Beaulieu,  do  not  resort  to  it. 

Let  us  next  consider  a more  serious  objection  ; namely, 
whether  bi-metallic  money  is  subject  to  a greater  depreciation 
than  money  of  one  metal,  and  to  what  degree  that  greater 
depreciation,  if  it  is  real,  is  an  evil.  We  must  consider  the 
second  point  first,  for  therein  lies  the  essence  of  the  question. 

* The  law  of  Germinal,  An.  XI  (March,  I8031),  is  that  which  established  the  present 
monetary  standard  of  France.  Its  interpretation  lias  been  the  subject  of  sceaseless  disputes 
between  the  partizans  of  the  single  and  the  double  standard.  (Tr. ) 
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It  is  because  certain  economists  consider  the  abundance  of 
money  and  its  consequent  depreciation  as  a serious  evil,  that 
they  demand  so  urgently  the  demonetization  of  silver,  and  that 
certain  countries,  like  Germany  and  Holland,^  have  been  per- 
suaded to  adopt  that  measure.  I believe,  on  the  contrary, 
that  the  abundance  of  money,  and  even  a decline  in  its 
value,  is  a benefit  rather  than  an  evil,  and  at  all  events, 
that  it  is  preferable  to  its  opposites,  namely  a scarcity  of 
money  and  enhancement  of  its  value. 

M.  Michel  Chevalier,  who  in  the  first  part  of  his  article  in 
the  Revue  des  Deux  Mondes  for  April  i,  1876,  seems  so 
alarmed  at  the  fall  of  silver  (almost  as  much  as  he  was  at 
the  fall  of  gold  after  1850)  admits,  in  another  passage  of 
the  same  article,  that  such  a fall  would  be  rather  an  advant- 
age. “ If,”  he  says,  silver  falls  in  value  so  that,  other 
things  remaining  the  same,  it  requires  five  grammes  more  to 
pay  for  the  day’s  work  of  a laborer,  the  producer  of  wheat, 
every  producer,  in  short,  will  be  able  to  obtain  more  easily  a 
given  amount  of  that  metal.  Utensils  of  silver,  or  of  silver 
plate,  will  be  within  the  reach  of  a greater  number  of  people. 
Such  a decline  would  be  advantageous  to  a great  majority  of 
people,  and  to  all  new  comers  into  the  world.” 

The  advantage  here  indicated  by  M.  Chevalier,  does  not 
seem  to  us  likely  to  be  realised.  So  far  as  the  sale  of  pro- 
ducts or  of  labor  is  concerned,  there  is  no  advantage  to  any- 
body in  a change  in  the  value  of  money.  Leaving  out  of 
account  the  exceptional  movements  which  belong  to  a period 
of  transition,  as  the  prices  of  all  things  rise  together,  the 
relative  situation  remains  the  same.  The  workman  receives 
five  grammes  more  of  silver  a day,  but  all  that  he  buys  with 
the  price  of  his  day’s  wages  will  cost  five  grammes  more  in 
the  aggregate,  so  that  in  the  end  he  gains  nothing. 

In  itself  considered,  the  abundance  of  money  does  not, 
therefore,  offer  the  advantage  which  M.  Michel  Chevalier  sees 
in  it.  It  obliges  us  to  use  more  money  to  effect  the  same 
quantity  of  exchanges.  So  far  as  buyers  and  sellers  are  con- 
cerned, neither  gains  anything,  because  the  rise  in  prices  is 
general.  There  is  even  a loss  sustained  by  the  holders  of 
money  ; that  is  to  say,  by  the  nation  at  large,  as  M.  Cheva- 
lier also  perceives.  I will  endeavor  to  explain  this  point 
clearly,  in  order  that  I may  not  be  accused  of  reviving  the 
errors  of  the  Mercantile  System,  when  I attach  importance  to 
the  abundance  of  money.  Every  country  requires  at  a given 
time,  in  order  to  effect  its  exchanges  easily,  a certain  quan- 
tity of  money.  As  Mr.  Jevons  and  Mr.  Cliffe  Leslie  have 
shewn,  that  quantity  depends  on  the  number  of  inhabitants, 

♦ Holland  has  not  yet  demonetized  silver.  An  experimental  and  temporary'  measure  look- 
ing towards  demonetization  was  adopted  in  iSjS,  but  its  permanent  policy  seems  not  yet  to 
have  been  determined  upon.  (See  testimony  of  Mr.  Bagehot,  in  House  of  Commons  Report 
on  Depreciation  of  Silver,  2.  1414  to  1421.) 

iTr.) 
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the  volume  of  products  and  services  which  they  exchange, 
the  rapidity  of  the  monetary  circulation,  and  the  perfection 
of  the  instruments  of  credit  used  to  supplement  money.  It 
is  desirable  that  a country  should  be  fully  provided  with  the 
necessary  quantity  of  money,  even  at  the  risk  of  some  excess. 
With  a smaller  quantity  than  this,  the  exchanges  will,  it  is 
true,  be  accomplished  in  the  end,  but  often  at  the  expense 
of  a crisis,  and  with  reduced  prices.  Even  if  the  abundance 
of  money  should  reach  the  point  of  exceeding  the  demand 
for  it,  and  should  involve  a decline  in  the  value  of  the 
precious  metals,  it  would  have  no  effect  on  the  relations  of 
mankind,  considered  only  as  buyers  and  sellers  ; but  it  would 
have  a very  marked  effect  on  their  relative  situations  as 
creditors  and  debtors.  This  is  a point  of  very  great  import- 
ance, and  one  which  is  seldom  spoken  of.  I will  endeavor 
to  establish  it  as  clearly  as  possible. 

A fall  in  the  value  of  money  operates  to  the  disadvantage 
of  the  creditor,  and  to  the  advantage  of  the  debtor  ; a rise 
in  the  value  of  money  has  the  opposite  effect. 

A fall  in  the  value  of  money  is  shown  by  a rise  of  prices. 
In  short,  every  monetary"  unit,  every  franc,  being  worth  less, 
it  requires  more  of  them  to  obtain  the  same  object.  When 
the  price  of  commodities  and  services  increases,  the  debtor 
profits  by  that  increase  ; for,  to  obtain  the  sum  which  he 
owes,  he  is  obliged  to  deliver  fewer  commodities.  The  cred- 
itor, on  the  contrary,  suffers,  for  with  the  money  which  he 
receives  he  cannot  buy  as  many  commodities  as  before. 

Thus,  I owe  you  twenty  francs  ; if  the  hectolitre  of  wheat 
is  worth  twenty  francs,  I pay  my  debt  with  a hectolitre;  and 
if  a day's  work  earns  me  two  francs,  I pay  it  with  the  labor 
of  ten  days.  But  if  all  prices  are  doubled,  owing  to  the 
abundance  of  money,  and  the  hectolitre  of  wheat  rises  to 
forty  francs,  and  the  day’s  wages  to  four  francs,  then  I can 
pay  my  debt  with  half  a hectolitre,  or  with  the  labor  of  five 
days.  Suppose,  on  the  other  hand,  that  prices  fall  one-half, 
the  opposite  effect  will  take  place ; to  pay  my  debt  I shall 
have  to  deliver  two  hectolitres  of  wheat,  or  the  labor  of 
twenty  days.  These  things  have  only  a slight  influence  on 
sales  for  ready  money,  and  on  contracts  at  short  date.  If  I 
sell  dear,  I buy  as  dear  in  proportion,  and  the  balance  is 
restored.  But  it  is  quite  otherwise  in  respect  of  contracts  at 
long  dates,  such  as  the  debts  of  States  and  cities,  mortgage 
debts,  and  the  obligations  of  industrial  companies  to  their 
creditors  ; here  the  debtor  profits  by  the  rise  of  prices,  and 
suffers  by  their  fall,  without  any  compensation.  Let  us  sup- 
pose that  the  public  debt  of  France  requires  an  annual 
appropriation  of  800  millions  of  francs.  If  a day’s  labor 
receives  two  francs,  France  will  pay  the  amount  by  means 
of  values  equivalent  to  400  millions  of  day’s  work.  If  the 
wages  of  a day  rise  to  four  francs,  it  will  take  but  200 
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millions  of  days,  while  it  would  require  800  millions  of  days 
if  wages  should  fall  to  one  franc.  Take  the  case  of  a small 
proprietor,  whose  estate  is  subject  to  a mortgage  of  1,000 
francs,  on  which  he  has  to  pay  fifty  francs  of  annual  interest. 
If  a litre  of  wine  is  worth  fifty  centimes,  ( half  a franc,)  he 
can  pay  his  interest  by  selling  a hectolitre ; if  it  falls  to 
twenty-five  centimes,  he  will  have  to  give  two  hectolitres.  A 
coal  mine  is  burdened  with  debt,  on  which  the  interest  and 
sinking  fund  require  100,000  francs  annually  ; if  a ton  of 
coal  is  worth  ten  francs,  it  will  take  ten  thousand  tons  to " 
pay  it  ; if  it  sells  for  twenty  francs,  it  will  require  but  five 
thousand. 

All  countries  burdened  with  a heavy  debt,  which  they  mean 
to  pay,  like  France,  Italy,  Austria,  Russia,  England,  and  the 
United  States ; all  mortgage  debtors,  all  railway  companies 
with  their  milliards,  ( thousands  of  millions  of  francs,)  of 
bonds,  are  interested  in  having  bi-metallic  money,  because 
the  simultaneous  employment  of  the  two  metals  secures  an 
abundance  of  money,  and  acts  in  the  long  run,  in  the  direc- 
tion of  a rise  of  prices  ; while  the  single  standard  system 
causes  a scarcity  of  money,  and  acts  in  the  direction  of  a fall 
of  prices.  It  would  be  a great  aggravation  of  the  burden  of 
debtors  if  they  were  required  to  pay  exclusively  in  gold,  inas- 
much as  that  metal  would,  of  necessity,  be  made  scarcer  and 
dearer  by  the  exclusion  of  silver. 

The  slow,  regular,  anticipated,  and  strictly  legal  decline  in 
the  value  of  money  has,  therefore,  the  effect  of  proportion- 
ally reducing  old  debts.  It  is  a sort  of  natural  liquida- 
tion brought  about  by  circumstances.  We  observe  that  in 
ancient  times  the  great  law-givers  began  every  social  reform 
by  a reduction  of  debts.  We  do  not,  at  the  present  day, 
admit  that  this  can  properly  be  done  by  authority  of  law  ; 
but  if  nature  comes  to  our  relief,  with  the  wealth  of  mines 
which  she  places  at  our  diposal,  ought  we  not  to  rejoice  at 
it  ? M.  Dupont-White  has  said  with  equal  wit  and  wisdom, 
that  Christopher  Columbus  brought  back  with  him  from 
America,  a receipt  for  old  debts.  The  gold  of  California 
and  Australia,  which  M.  Michel  Chevalier  wished,  twenty 
years  ago,  to  banish,  has  had  a similar  effect.  A debt  of  a 
million  francs  is  far  less  burdensome  to-day  than  it  was  prior 
to  1850. 

M.  P.  Leroy-Beaulieu,  admits  that  the  exclusion  of  silver 
would  favor  the  bondholder  at  the  expense  of  the  tax-payer, 
but  he  says,  “ what  does  it  matter  to  the  country  since  what 
some  lose  others  gain,  and  all  belong  to  the  same  nation.^’' 
To  this,  I answer,  that  certain  countries,  such  as  Austria, 
Italy,  and  Russia,  have  a large  part  of  their  public  debt  placed 
abroad,  and  it  is  for  their  advantage  to  be  able  to  pay  it 
with  as  small  an  amount  of  products  as  possible.  Besides, 
when  we  are  obliged  to  choose  ( not  by  violating  contracts,  but 
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by  adhering  closely  to  them)  between  bondholders  and  tax- 
payers, between  creditors  and  debtors,  I incline  towards  the 
latter,  and  for  this  reason,  that  in  doubtful  cases  all  legisla- 
tion has  uniformly  declared  in  favor  of  debtors.* 

In  the  second  place,  as  John  Suart  Mill  has  well 
observed,  the  public  debt  {rente)  represents  capital  accumu- 
lated, and  destined  for  permanent  investment,  whilst  the 
money  contributed  by  the  tax  payer,  the  debtor,  by  commerce, 
industry,  and  labor,  is  so  much  taken  out  of  capital  actively 
productive.!  If,  in  consequence  of  the  depreciation  in  the 
value  of  money,  the  burden  of  the  landed  proprietor,  loaded 
down  with  mortgages,  or  of  companies  under  bonded  obli- 
gations, is  lightened,  so  much  the  better  for  the  work  of 
production  ; if  it  is  made  heavier,  so  much  the  worse,  for  it 
is  the  producer  who  suffers.  The  adoption  of  gold  as  the 
exclusive  money  is,  therefore,  an  anti-democratic  and  an  anti- 
economic  measure,  since  it  favors  the  bondholder  at  the 
expense  of  labor,  idle  capital  at  the  expense  of  active  capital. 

I think  I have  proved  that  the  abundance  of  money  is 
favorable  to  debtors,  to  laborers,  to  artizans,  and  to  govern- 
ments, because  it  reduces  the  burden  of  long  dated  debts. 

In  the  second  place — and  this  is  a most  important  point — 
it  favors  production  by  causing  a decline  in  the  rate  of 
interest. 

This  point  is  at  the  same  time  very  important  and  very 
little  understood.  Most  economists  maintain  that  the  rate 
of  interest  is  regulated  by  the  abundance  of  capital,  com- 
modities, products,  and  not  by  the  abundance  of  money. 
Thus  M.  Michel  Chevalier  proposes  to  substitute  for  the  term 
money  market^  borrowed  from  the  English,  the  more  accurate 
expression,  capital  market.  John  Stuart  Mill  was  the  first  to 
propose  this  expression  in  his  Principles  of  Political  Economy, 
(Book  III,  chapter  23,  §3.) 

I,  attempted  sometime  ago,  to  demonstrate  J that  the 
abundance  of  money  has  two  successive  effects  ; first  it  lowers 
the  rate  of  interest,  and  it  is  only  at  a later  period,  when 
the  channels  of  the  circulation  are  surcharged,  that  it  pro- 
duces the  secondary  effect  of  raising  prices. 

That  the  abundance  or  scarcity  of  money  acts  on  the  rate 
of  interest,  is,  not  a doubtful  question  with  financial  journals, 
or  the  writers  of  money  articles.  At  the  present  moment,  the 
rare  of  discount  in  London  is  two  per  cent.,  because  the 
bank  till  is  full.  Two  years  ago  the  rate  there  was  nine  per 

♦There  is  another  reason  which  should  fevor  the  debtor,  rather  than  the  creditor,  Avdien  their 
interests  conflict,  and  a decision  must  be  made  between  them  ; it  is,  that  the  debtor  class  is  in 
all  countries  the  progressive  class,  the  class  which  employs  labor,  moves  the  wheels  of  industry 
and  advances  civilization.  O ’"  ) 

fit  is  perhaps  necessary  to  note  in  this  connection  that  the  rente”  of  which  M.  de  Lavel- 
eye  is  speaking,  differs  somewhat  from  the  public  bonded  debts  of  the  United  States,  in  that 
the  principal  of  it  is  never  payable,  and  it  is  rather  in  the  nature  of  a permanent  annuity 
than  a debt  payable  at  a fixed  time.  (Tr.) 

JSec  previous  works  of  M.  de  Laveleye,  “Question  de  Tor,”  (i860,)  and  “ La  Marche 
Monetaire  depuis  cinquantc  ans,”  (1865.)  (Tr.) 
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cent.,  because  Germany  had  drawn  too  much  gold  from  the 
Bank  of  England  by  means  of  bills  remitted  to  her  by 
France,  in  payment  of  the  indemnity. 

The  money  market  is  so  sensitive  to  movements  of  the 
precious  metals,  that  the  arrival  of  a ship  bringing  a few 
million  francs  worth  of  gold  from  Australia,  has  often  sufficed 
to  lower  the  rate  of  discount  one  per  cent.  The  fact  is  evi- 
dent and  undeniable,  but  there  are  certain  economists  who, 
nevertheless,  obstinately  deny  it.*  An  investigation  into  the 
nature  of  credit  brought  Mr.  Mill  at  least  to  recognize  it,  in 
the  popular  edition  of  his  Principles  of  Political  Economy  (1868.) 
“Just  as”  (he  says — page  392,)  “the  addition  of  every  new 
quantity  of  gold  or  silver  which  reaches  the  loan  market,  has 
the  effect  of  reducing  the  rate  of  interest,  so  every  consider- 
able withdrawal  and  export  of  those  metals  invariably  raises 
it.”  The  Monetary  Commission  of  Holland,  of  1873,  the 
members  of  which  were  very  competent  to  discuss  this 
question,  describes  with  accuracy  the  effect  of  the  abun- 
dance of  money.  We  find  in  their  report  the  following  pas- 
sage ; “ It  is  well-known  that  the  scarcity  or  abundance  of 
the  metal  which  is  the  basis  of  the  monetary  system,  rendering 
the  circulating  medium  scarce  or  abundant,  has  a great  influ- 
ence on  the  credit  market.  To  produce  a general  alteration  of 
prices,  that  scarcity  or  abundance  must  continue  for  a consid 
erable  time.  Its  first  effects  are  felt  in  the  credit  market,  and 
if  it  is  of  short  duration,  they  are  chiefly  confined  to  that 
market.  The  scarcity  of  the  money  in  circulation  produces  a 
tightening  of  credit,  and  causes  the  rate  of  discount  to  rise.” 
In  my  book,  “ La  Marche  Monetaire,”  ( The  Money  Market,)  I 
have  shown  that  all  great  commercial  crises  have  been  precipi- 
tated by  a rapid  disappearance  of  the  circulation,  bringing 
in  its  train  contraction  of  credit,  and  mercantile  disasters. 
A simple  illustration  will  suffice  to  throw  light  on  this  con- 
tested point.  A capitalist  brings  into  a district  of  country, 
where  the  rate  of  interest  is  high,  a considerable  sum  of  money, 
which  he  wishes  to  lend.  Loans  being  made  in  money,  he 
offers  to  lend  money,  and  coming  into  competition  with  the 
lenders  of  the  locality,  his  offers  cause  the  rate  of  interest  to 
decline.  As  interest  falls,  more  enterprises  are  undertaken, 
and  operations  which  were  before  impossible,  become  produc- 
tive, and  are  freely  entered  upon.  For  these  new  undertak- 
ings more  labor  is  required,  and  the  workmen  being  more 
sought  after  obtain  higher  wages.  Passing  thus  through  the 
hands  of  employers  and  workmen,  the  money  at  last  enters 
into  the  general  circulation,  and  having  become  more  abund- 
ant raises  prices.  The  district  in  question,  will  not  become 
richer  because  it  has  more  money,  and  because  prices  have 
risen,  but  it  will  be  made  richer  by  the  fact  that  the  addi- 
tional money  put  in  circulation,  and  lent  at  lower  prices,  has 

* See  “la  Question  Monetaire,”  by  M.  Frere-Orban. 
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given  increased  activity  to  production.  It  is  precisely  this 
effect  which  has  been  produced  by  the  500,000,000  francs  of 
gold  which  California  and  Australia  added  to  the  circulation 
of  the  world,  after  1850.  Its  first  effect  was  to  cause  the 
immense  increase  in  production  and  the  exchanges,  which 
took  place  about  that  time.  It  was  not  until  a later  period, 
and  by  insensible  degrees,  that  it  brought  about  that  rise  of 
prices  which  Mr.  Jevons,  and  M.  Soetbeer,  have  estimated  at 
twenty  to  twenty-live  per  cent. 

It  is  true,  that  M.  Michel  Chevalier,  in  common  with  all 
opponents  of  the  abundance  of  money,  maintains  that  the 
exchanges  are  effected  as  well  with  a little  money,  as  with  a 
great  deal.  This  is  one  of  those  “ a priori  ” assertions  which 
certain  economists  affect,  but  which  are  falsified  by  facts. 
Theoretically,  it  is  true  that  we  can  effect  the  same  quan- 
tity of  exchanges  with  much  less  money,  because  as  prices 
are  proportionally  lowered,  each  monetary  unit  effects  just  as 
many  more  exchanges  as  it  is  become  more  valuable.  Take 
from  France  three  milliards  of  francs  out  of  six,  and  prices 
would  fall  one-half,  so  that  the  circulation  would  remain 
effectively  the  same,  because  one  franc  would  then  buy  as 
much  of  commodities  as  two  francs  had  bought  before.  But 
observe  the  dark  side  of  the  picture.  The  equilibrium  would 
only  have  been  established  after  a series  of  crises  which 
would  have  proved  ruinous  to  commerce  and  industry.  In 
short,  when  money  is  carried  out  of  a country,  it  is  taken 
from  the  stock  of  the  banks.  The  banks  raise  the  rate  of 
discount  to  protect  themselves  from  the  drain  ; exchanges  and 
production  diminish,  and  prices  fall.  The  fall  of  prices, 
which  is  absolutely  necessary  in  order  that  the  reduced  cir- 
culating medium  shall  suffice,  is  not  attained  without  a suc- 
cession of  contractions  and  disasters,  nor  without  a pro- 
longed rise  in  the  rate  of  interest. 

We  are  witnessing  at  this  moment  the  effect  produced  by 
the  two  systems,  that  of  abundance  and  that  of  scarcity  of 
money.  Germany  has  reduced  the  amount  of  her  circulating 
medium,  first,  by  limiting  the  circulation  of  bank  notes ; sec- 
ondly, by  replacing  silver  with  gold,  which  she  can  only  retain 
at  home,  by  keeping  the  rate  of  discount  at  a high  figure.  France 
has  doubled  her  bank  note  circulation,  side  by  side  with  a very 
abundant  metallic  circulation,  without,  however,  depreciating 
the  paper.*  In  France,  business  is  carried  on  on  a lar^e 
scale  and  without  embarrassment.  In  Germany,  the  prevail- 
ing stringency  is  so  great  as  to  produce  a state  of  prolonged 
and  continued  crisis.f 

•The  American  reader  must  not  forget,  however,  that  the  reason  why  the  paper  money 
of  Fiance  has  not  depreciated  during  the  suspension  of  specie  payments,  is  because  it  rep- 
resented an  ^uivalent  amount  of  precious  metal  all  the  time  remaining  in  the  country.  At 
the  present  time  the  specie  held  by  the  Bank  of  France  is  about  seventy-five  per  cent,  of 
its  circulation.  See  Victor  Bonnet's  article  on  the  Circulation  of  the  Bank  of  France,  a 
translation  of  which  by  the  present  translator,  entitled  “ The  Example  of  France,"  was  pub- 
lished by  D.  Appleton  & Co.,  New  York,  187a.  (Tr.) 

t M.  le  Baron  de  Reinach,  has  demonstrateo  in  the  Journal  des  Debats ^ ( October  6,. 
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Those  who  desire  to  demonetize  silver  and  make  money 
scarce,  are  evidently  the  enemies  of  industry,  of  commerce, 
and  of  labor. 

If  we  had  listened  to  M.  Michel  Chevalier,  twenty  years 
ago,  gold  would  have  been  sent  into  banishment  and  would 
never  have  rendered  to  the  commercial  world  the  immense 
service  which  it  has  actually  performed.  The  discovery  of 
the  placers  would  have  been  useless.  We  should  have  had 
only  silver,  a metal  at  that  time  scarce  and  insufficient  for  a 
constantly  growing  business.  Before  1850,  the  annual  pro- 
duction of  gold  was  about  250  millions  of  francs  ; after  1850, 
it  rose  to  700  millions,  showing  an  increased  production  of 
nearly  500  millions  ; yet  at  the  present  day  because  America 
is  producing,  at  the  most,  100  millions  francs  of  silver,  it  is 
necessary,  forsooth,  to  throw  out  of  employment  half  of  the 
metallic  instrument  of  our  exchanges.^  Could  any  more 
imprudent  measure  be  conceived,  at  a time  when  many  cir- 
cumstances are  conspiring  to  increase  the  use  of  metallic 
money  ? In  the  first  place,  the  commerce  of  civilized  nations 
is  increasing  in  an  unexampled  measure.  During  the  last 
twenty  years  foreign  commerce,  of  which  alone  statistics  can 
be  obtained,  has  increased  in  England  97  per  cent.  ; in  France, 
164  per  cent.  ; in  Belgium,  277  per  cent.  ; in  Russia,  267  per 
cent.  ; in  Austria,  215  per  cent.,  and  in  Italy  591  per  cent. 
The  Economiste  Eranfais,  from  which  I borrow  these  figures, 
on  the  authority  of  M.  F.  Neumann,  estimates  the  foreign 
commerce  of  the  whole  world  at  seventy-two  milliards  of 
francs,  ($14,400,000,000)  in  1872,  and  at  only  thirty  milliards 
($6,000,000,000)  in  1852,  showing  an  increase  of  140  per 
cent.  Commerce  in  Europe  has,  therefore,  trebled,  and  in  the 
entire  globe  more  than  doubled,  and  there  is  nothing  to  indi- 
cate that  this  amount  is  abating.  No  doubt  these  enormous 
transactions  are  carried  on  chiefly  by  bills  of  exchange,  but 
money,  nevertheless,  participates  in  them  to  a certain  degree. 
International  trade  will,  therefore,  demand  more  money. 

As  capital  becomes  cosmopolitan,  it  seeks  foreign  invest- 

1875,)  great  vigor  and  perspicuity,  how  the  abundance  of  the  circulating  medium  has 

contributed  to  the  economical  progress  of  Italy.  [Sec  in  the  Nation^  for  March  23,  1876, 
a review  of  the  report  of  Signor  Minghetti,  which  was  the  subject  of  Baron  de  Reinaen's 
article.  (Tr.)j  Mr.  William  D.  Kelly,  a member  of  the  American  Congress,  for  Pcnnsyl. 
vania,  has,  with  real  eloquence,  developed  the  same  thesis  as  applied  to  the  United  States. 
Sec  “An  Address  to  the  citizems  of  Philadelphia,"  (1876,)  and  “Speeches  of  19th  Febru- 
ary, and  16th  March,  1876." 

♦According  to  the  statistical  tables  published  by  M.  Malou,  (Belgian  Minister  of  Finance,) 
in  1873,  the  stock  of  gold  and  silver  in  the  Western  civilized  countries,  was  composed  in 
1867,  of  twenty-five  milliards,  (|  5,000,000,000)  of  gold,  and  of  eighteen  milliards,  (<3,600,000,000) 
of  silver.  These  figures,  like  all  those  which  are  given  respecting  the  stock  of  the  precious 
metals,  seem  to  me  very  large.  Sufficient  account  is  not  taken  of  what  is  withdrawn  by 
industrial  employment,  by  wear  and  tear,  by  loss  and  burial  of  coins. 

[ In  this  connection,  the  experience  of  the  German  Government,  in  demonetizing  silver,  is 
very  note-w'orthy.  The  statistics  of  coinage  and  of  exports  and  imports,  indicated  a ver>- 
much  larger  stock  of  silver  as  existing  in  Germany  than  is  now  thought  to  exbt.  Mr. 
Pietsch,  a Carman  banker  of  London,  testified  before  the  House  of  Commons  committee, 
that,  “ in  Berlin  they  always  say  that  much  more  than  one-half  has  disappeared ; they  esti- 
mate it  at  from  three-fifths  to  two-thirds."  This  is  a most  important  revelation  respecting  the 
fate  of  metallic  currencies  and  goes  to  show  that  all  existing  stocks  of  the  precious  metals 
not  ostensably  in  sight,  are  largely  overestimated.]  (Tr.) 
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ments  more  and  more,  and  these  investments  often  require 
money  for  the  payment  of  local  wages.  As  Mr.  Cliffe  Leslie 
has  shown,  by  facts  gathered  from  all  parts  of  the  world, 
and  especially  in  countries  which  have  remained  isolated, 
until  a recent  period,  but  which  are  gradually  participating 
in  the  general  movements  of  commerce,  transactions  are  being 
more  and  more  effected  by  the  use  of  money  in  lieu  of 
barter:  geld  wlrthschaft"  is  replacing  Tiaturel  wirthschaft'*  * 

In  several  countries  the  time  is  approaching  when  a metal- 
lic circulation  will  be  resumed,  as  in  France,  Italy,  the 
United  States,  and  possibly  Austria.  They  will,  in  that  event, 
require  many  milliards  of  francs  in  specie. 

It  is  at  such  a time  as  this,  when  such  necessities  exist, 
that  there  is  so  prevalent  a desire  in  many  quarters  to  demon- 
etize silver,  and  to  reduce  the  nations  of  the  globe  to  dispute 
with  each  other,  by  spasmodically  advancing  the  rate  of 
interest,  the  possession  of  a single  metal — gold — the  produc- 
tion of  which  is  everv  year  diminishing ! 

Observe  what  confusion  has  been  introduced  into  the  busi- 
ness affairs  of  the  whole  world,  by  the  unfortunate  attempt 
of  Germany  to  reduce  herself  to  the  exclusive  use  of  gold 
money.  The  condition  of  Germany  was  exceptionally  favor- 
able to  such  an  experiment,  because  she  had  at  her  disposal, 
the  five  milliards  of  francs  paid  her  by  France  ; nevertheless, 
the  operation  is  far  from  being  completed.  In  order  to 
procure  a milliard  of  gold,  ( $ 200,000,000 ) she  has  disturbed 
and  embarrassed  the  English  money  market  for  three  years 
past.  In  order  to  sell  120  millions  of  marks,f  she  has  caused 
the  value  of  silver  to  decline  ten  per  cent.,  reduced  the  coun- 
tries of  the  Latin  Union  to  the  necessity  of  limiting  the 
coinage  of  that  metal,  and  rendered  remittances  from  India 
to  England,  well  nigh  impossible.  She  has  yet  to  sell,  in  the 
opinion  of  Messrs.  Sonnemann  and  Nasse,  about  115  millions 
of  thalers,  ($80,500,000)  that  is  to  say,  about  four  times  as 
much  as  she  has  already  sold. 

In  December,  1875,  the  German  Empire  had  coined 
1,250,445,520  marks  of  gold,  ($312,611,380.)  But  the  govern- 
ment does  not  dare  to  put  them  in  circulation,  because  the 
gold  coins  will  flow  back  to  England  and  France,  from 
which  the  metal  was  forcibly  withdrawn,  through  the  instru- 
mentality of  the  war  indemnity,  and  in  violation  of  commer- 
cial laws.  Germany  has  generally  an  adverse  foreign 
exchange,  because  her  imports  exceed  her  exports.^  The 
difference,  therefore,  she  owes  in  money.  When  the  country 
had  a worn  currency,  it  was  not  exported  any  more  than 

* This  fact  was  very  forcibly  presented  in  the  case  of  India,  by  Mr.  Lees,  in  his  little  volume 
entitled,  The  Drain  of  Silver  to  the  East,  and  the  Currency  of  India,"  published  in  London, 
in  1864,  and  is  further  substantiated  by  the  testimony  of  recent  writers,  of  Indian  experience,  in 
the  Economist.  (Tr.) 

•fA  mark  is  equal  to  about  twenty-five  cents  of  American  money.  ^ (Tr.) 

The  excess  of  imports  into  Germany,  has  been  as  follows : 
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depreciated  paper  money  would  have  been  ; but  when  it  comes 
to  have  coins  of  full  weight,  they  will  readily  pass  into 
foreign  circulation.  Already,  it  is  said,  a third  part  of  400 
millions  of  the  new  marks,  have  left  Germany  never  to 
return.*  She  will  not  be  able  to  keep  the  residue  except  by 
locking  it  up  in  the  banks  and  the  public  treasury,  and  by 
keeping  the  rate  of  interest  very  high.  Her  domestic  trade 
and  industry  ruined,  the  circulating  medium  rendered  scarce, 
confusion  bred  in  the  money  markets  of  the  world,  such  are 
the  sad  consequences  which  have  happened  to  Germany  ! But 
in  spite  of  this  disastrous  showing,  other  countries  are  invited 
to  follow  her  example. 

Of  the  539,276,416  marks  ($134,819,104)  of  gold  which  had 
been  coined  in  the  different  countries  of  the  Germanic  Con- 
federation, and  which  were  legally  withdrawn  from  circula- 
tion, there  were  presented  for  exchange,  only  98,652,021  marks 
($24,663,050.)  The  government  is  at  a loss,  say  the  official 
documents,  to  account  for  the  balance  of  440,624,395  marks 
($110,156,099.)  The  mystery  is  easily  explained  ; they  have 
gone  to  be  re-coined  elsewhere.  Only  the  abraded  coins 
which  were  too  light  to  yield  a profit  on  exportation,  have 
remained  in  the  country.* 

According  to  a communication  which  has  been  kindly  made 
to  me  by  the  Governor  of  the  Bank  of  France,  Germany  has, 
up  to  this  time,  paid  her  balances  to  France  by  sending  back 
French  gold.  If  the  exchanges  continue  to  be  unfavorable  to 
her,  she  must  soon  send  German  gold. 

68.000. 000  thalers  $47,600,000  in  1870 

185.000. 000  “ 148,000,000  “ 1871 

313.000. 000  “ 219,100,000  “ 1872 

500.000. 000  “ 350,000,000  “ 1873 

484,800,000  *'  338,800,000  “ 1874 


Total  1,550,800,000  $1,103,500,000 

‘*‘See  an  interesting  article  on  the  Exchanges  in  Europe,  in  the  EcoKomiste  Frangais,  of  the 
29th  of  April,  1876.  It  is  there  shown  that  there  is  a profit  of  one  per  cent,  in  sending  gold 
instead  of  merchandise,  from  Berlin  to  Paris,  to  pay  for  French  products  imported  into  Ger- 
many. At  Brussels,  we  have  already  converted  into  gold  leopolds,  about  37^52,000  francs  worth 
( % S»43o-4°o  ) of  German  marks,  fresh  from  the  mint.  It  is  the  cask  of  the  Danaides.  The  gold 
bought  at  London  goes  immediately  to  foreign  countries. 

The  EcoKomiste,  although  an  enthusiastic  partisan  of  gold  the  standard,  describes  the  opera- 
tion to  whieh  Germany  is  committed,  in  these  terms:  “The  German  government  cannot  regard 
favorably  this  exportation  of  its  coin.  It  is  only  by  great  sacrifices  that  it  has  procured  the  gold 
which  was  neccessary  for  the  accomplishment  of  its  monetary  reform,  for  the  bills  on  London 
which  it  was  obliged  to  ^ve  t o cover  purchases  of  gold  in  the  London  market,  are  very  dear  at 
Berlin,  and  the  gold  remitted  thither  from  London,  was  made  still  dearer  by  the  added  cost  of 
transportation.  Hardly  had  this  gold  been  coined  into  marks,  than  it  took  the  road  to  Paris. 
I'his  is  not  the  first  time  that  experience  has  demonstrated  the  difficulties  which  must  be  en- 
countered in  the  introduction  of  gold  as  the  only  standard.”  Nevertheless,  in  other  connections, 
the  Economist  will  applaud  Germany  for  thus  burdening  her  commerce  in  order  to  accomplish 
that  desperate  labor  of  Penelope — the  fabricating  at  great  cost  a gold  coinage  which  it  is  power 
less  to  retain. 

t This  is  the  experience  of  all  countries  using  metallic  money ; the  light  coins  remain  in 
the  county,  the  heavy  coins  are  exj^rted  or  go  into  the  melting  pot.  Mr.  Jevons  broi^t 
out  this  f^t  with  great  distinctness  in  a paper  which  he  read  ^fore  the  London  Statistical 
Society  in  1868,  and  which  was  based  on  a “census”  which  he  had  taken  of  a large  num- 
ber of  sovereigns  and  half  sovereigns  gathered  in  various  piarts  of  Great  Britain.  <Tr.) 


[T<7  be  concluded  in  March  Number, 
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THE  NATIONAL  SINKING  FUND. 

BY  GEO.  M.  WESTON. 

As  the  accounts  are  kept  Tt  the  Treasury,  the  sinking  fund 
for  the  year,  ending  June  30,  1876,  was  ^32,293,692.  There 
were  paid  out  of  it  during  that  year,  the  following  sums  : 


In  purchasing  bonds $ 18,444,050 

“ redeeming  fractional  currency 7,062,142 

**  “ greenbacks 5>999»296 


$3*»505»4S8 

The  application  of  the  fund  to  the  redemption  of  fractional 
currency,  was  authorized  by  a law  passed  during  the  last 
session  of  Congress.  That  law  provided  that  the  sinking 
fund  should  draw  interest  upon  the  sum  so  invested,  at  the 
rate  of  five  per  centum. 

The  use  of  the  fund  in  redeeming  greenbacks  has  been 
complained  of,  and  may  not  be  in  compliance  with  the  strict 
letter  of  the  laws.  But  what  has  been  done,  seems  to  be 
substantially  conformable  to  them,  and  avoids  circuity  of 
proceedings.  The  Secretary  of  the  Treasury  is  authorized  to 
sell  bonds  to  meet  the  monthly  redemption  of  greenbacks 
under  the  resumption  law  of  1875.  He  is  authorized  to 
apply  the  sinking  fund  to  the  purchase  of  bonds.  He  may 
sell  bonds  to-day  to  redeem  greenbacks,  and  buy  the  bonds 
back  to-morrow,  with  the  money  belonging  to  the  sinking 
fund.  He  may  reach  the  same  result,  by  applying  the  sink- 
ing fund  directly  to  the  redemption  of  the  greenbacks,  and 
that  is  what  he  has  done,  by  a somewhat  liberal  construc- 
tion of  his  powers.  There  is  no  substantial  departure  from 
the  course  pointed  out  by  law. 

The  sinking  fund  for  the  current  fiscal  year,  is  stated  at 
^33,705,806,  in  the  last  annual  report  of  the  Secretary  of  the 
Treasury.  It  is  the  same  as  it  was  last  year,  with  the 
addition  of  interest  on  last  year’s  accumulation  of  the  fund, 
and  there  is  some  latitude  for  various  constructions  in  respect 
to  it.  Should  interest  be  computed  on  the  $32,293,692,  which 
ought  to  have  been  invested  last  year  for  the  sinking  fund, 
or  only  on  the  $31,505,488,  which  actually  was  so  invested  ? 
And  what  rate  of  interest,  if  any,  should  be  reckoned  on  the 
$5,999,296  invested  in  redeeming  greenbacks,  there  being  no 
law  to  govern  it  ? These  questions,  however,  are  more  nice 
than  important,  and  the  Secretary’s  computation  may  be 
taken  as  correct. 

Of  the  sinking  fund  for  the  present  fiscal  year,  a sum  not 

41 
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exceeding  eighteen  millions  of  dollars  will  be  required  for  the 
redemption  of  the  fractional  paper  curreney.  At  the  end  of 
the  last  fiscal  year,  the  total  outstanding  was  thirty-three 
millions,  of  which  fifteen  are  computed  to  be  lost. 

How  much  the  redemption  of  greenbacks  may  absorb  is 
uncertain,  but  unless  there  is  an  increase  of  the  disposition 
to  organize  new  banks  and  enlarge  the  circulation  of  old 
ones,  it  will  not  absord  the  remainder  of  the  sinking  fund 
and  something  will  be  left  for  the  purchase  of  bonds. 

The  surplus  of  the  national  revenue  above  expenditure  has 
been  as  follows  during  the  past  three  years  : 

Year  ending  yune  30. 


1874 ts.  762,447 

*875 i4.399.5«4 

1876 29,022,241 


These  figures  show  that  the  sinking  fund  during  the  past 
three  years  has  been  supplied  only  partially  from  surplus 
revenues,  and  has  been  kept  good  by  drafts  upon  the  cash 
balance  in  the  Treasury,  which  has  been  continually  diminish- 
ing. The  suddenness  and  violence  of  the  panic  of  1873,  nnay 
excuse  the  falling  off  of  the  surplus  for  the  year  ending 
June  30,  1874,  but  time  enough  had  elapsed  to  restore  the 
financial  balance  in  the  two  following  years,  either  by  increas- 
ing taxes,  or  reducing  expenditures.  Either  mode  was  natu- 
rally disagreeable  to  the  men  in  Congress  in  the  direction  of 
financial  affairs,  and  as  expectations  are  too  apt  to  coincide 
with  wishes,  their  view  of  the  situation  was  obstinately  rose- 
colored.  They  underrated  the  intensity  and  duration  of  the 
revulsion  in  business,  and  overrated  the  elasticity  of  the 
revenues.  It  is,  in  fact,  now  seen  and  admitted  on  all  hands, 
that  the  deficiency  of  revenue  to  meet  the  requirements  of 
the  sinking  fund  will  be  greater  this  year  than  it  was  last. 
The  Secretary  of  the  Treasury  estimated  it  in  his  report,  sub- 
mitted to  Congress  Dec.  5,  1876,  at  not  less  than  $7,042,110.” 
This  implies  an  apprehension  that  it  might  be  more,  and  he 
would  now,  probably,  since  the  deficit  of  three  and  a half  mil- 
lions shown  in  December,  express  that  apprehension  more 
strongly.  To  meet  the  demands  of  the  sinking  fund,  we 
must  have  for  the  year  a surplus  of  nearly  thirty-four  mil- 
lions, and  in  the  first  six  months  the  surplus  only  a little 
exceeds  six  millions.  The  Indian  wars  which  are  raging 
may  swallow  up  an  immense  sum,  and  the  revival  of  busi- 
ness may  be  yet  longer  postponed. 

If  the  proper  surplus  has  not  been  restored,  further  steps 
in  that  direction  must  be  taken.  Congress  must  listen  no 
longer  to  the  fair-weather  prophets  in  a matter  so  vital.  If 
they  err,  they  must  take  care  to  err  hereafter  on  the  safe 
side.  With  hundreds  of  millions  of  the  public  debt  payable 
at  will  on  three  months’  notice,  and  carrying  an  interest  of 
six  per  cent.,  which  it  is  both  improvident  and  discreditable 
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for  this  country  to  pay,  no  harm  will  result  from  a surplus 
in  excess  of  the  sinking  fund.  The  income  tax,  at  least, 
ought  to  be  immediately  re-imposed.  The  sinking  fund  has 
been  supplied  for  three  years,  by  drawing  down  the  treasury 
balance  ; but  that  operation  must  come  to  an  end  at  last. 
To  maintain  the  sinking  fund  permanently,  there  must  be  an 
average  surplus  equal  to  it.  No  sacrifice  can  be  too  great 
where  National  credit  is  at  stake. 

This  fund  is  becoming  a large  factor  in  the  liberation  of 
the  country  from  the  indebtedness  which  oppresses  it.  It  is 
now  about  thirty-four  millions,  and  increasing  at  the  rate  of 
about  two  millions  annually,  and  will  soon  increase  at  the 
rate  of  three  millions  annually.  Its  maintenance,  at  an 
annually  increasing  amount,  does  not  involve  any  increasing 
burden,  because  the  contribution  to  it  grows  only  as  the 
interest  on  the  National  Debt  diminishes.  Indeed,  the  annual 
burden  diminishes  instead  of  increases,  because  the  rate  of 
interest  on  the  debt  falls  off  at  the  same  time  with  the 
aggregate  amount  of  the  debt,  and  there  are  thus  two  sav- 
ings, one  in  the  magnitude  of  the  sum  on  which  interest  is 
paid,  and  the  other  in  the  per  centage  of  interest  paid. 

At  its  highest  points,  the  annual  interest  on  our  debt  was 
as  follows  : 


1867. $ 143,781,591 

1868 140,424,045 


It  is  now  ninety-five  millions,  and  after  the  four  and  a half 
per  cent,  loan  for  300  millions  is  taken,  will  be  reduced  to 
about  ninety  millions.  The  further  refundings  which  can 
soon  be  made,  if  the  national  credit  is  maintained  by  good 
faith  in  respect  to  the  sinking  fund,  will  reduce  it  below 
eighty  millions.  Our  interest  account  falls  off  faster  than  the 
required  contribution  to  the  sinking  fund  increases,  and  the 
national  burdens  are  thus  constantly  becoming  less. 

The  annual  cost  of  a National  Debt  does  not  increase  or 
decrease  in  an  arithmetical  proportion  to  its  magnitude,  but, 
within  certain  limits,  more  nearly  in  a geometrical  proportion 
to  it.  Thus,  in  our  case,  a debt  of  one  thousand  millions  of 
dollars,  would  involve  an  annual  cost  of  probably  one-fourth 
the  cost  of  a debt  of  two  thousand  millions.  We  know  that 
when  our  bonded  debt  was  twenty-one  hundred  millions,  the 
rate  of  interest  upon  nearly  the  whole  of  it  was  six  per  cent. 
At  one  thousand  millions,  there  is  good  reason  to  suppose  that 
it  would  not  exceed  three  per  cent.  Two  things  govern  the 
result.  The  first  and  most  obvious  fact  is,  with  , nations  as 
with  individuals,  that  credit  is  better  the  less  is  owed.  The 
second  fact,  not  quite  so  obvious,  but  equally  true,  is,  that 
there  is  a certain  amount  of  the  securities  of  either,  if  esteemed 
to  be  good,  which  will  be  in  request  at  low  rates  of  interest, 
when  a larger  amount,  even  when  not  large  enough  to  create 
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any  appreciable  distrust,  would  not  be  in  demand  except  at 
considerably  higher  rates.  There  is  a certain  amount,  it  is 
difficult  to  say,  without  an  actual  experiment,  exactly  what 
amount,  of  securities  of  the  United  States,  which  the  market 
would  absorb  at  the  rate  of  one  per  cent,  per  annum. 
Within  some  limit,  they  would  be,  from  their  instant  and 
certain  convertibility,  the  same  thing  as  cash  in  hand,  and  as 
certain  institutions,  as  insurance  companies,  and  savings 
banks,  and  individuals  in  money  affairs,  must  always  have 
some  amount  of  cash  in  hand,  they  will  have  it  in  what 
yields  even  so  little  as  one  per  cent,  per  annum,  if  that,  tak- 
ing all  circumstances  into  the  account,  is  the  best  they  can 
do. 

There  is  another  larger  amount,  at  which  the  securities  of 
the  United  States,  with  the  interest  fixed  at  three  per  cent., 
would  float  at  par.  As  we  know  that  the  English  national 
securities  with  that  rate  of  interest,  are  nearly  at  par, 
although  their  amount  is  thirty-five  hundred  millions,  it  cer- 
tainly does  not  seem  extravagant  to  suppose  that  one  thousand 
millions  of  United  States  securities  at  the  same  rate  of  interest, 
would  be  kept  ajt  par  by  the  demands  of  our  markets  of  a 
similar  character.  The  general  rate  of  interest  in  Great 
Britain,  is  lower  than  with  us,  but  it  is  not  so  low  as  the  rate 
yielded  by  consols.  They  are  kept  up  by  special  circum- 
stances. Funds  held  by  courts  and  public  trusts,  are  invested 
in  them.  Those  of  private  trusts  are  largely  so  invested, 
because  that  mode  of  investment  is  sure  of  judicial  approval, 
while  other  modes,  if  turning  out  unprofitable,  might  involve 
censure  as  well  as  loss.  As  the  substantial  equivalent  of  ready 
cash,  because  promptly  converted  into  it,  they  are  a consider- 
able part  of  the  reserves  of  banks,  and  of  all  institutions  and 
persons  requiring  reserves.  The  demand  for  such  a security 
is  less  in  America,  but  is  still  great,  and  always  growing 
greater. 

The  humors  of  men,  are  an  element  in  calculations  of  this 
kind.  Lenders  of  money  are  of  all  temperaments  and  habits 
of  thought.  There  is  always  a portion  of  them  who  will  pre- 
fer a sound  security  of  the  government  of  their  own  country 
to  anything  else,  without  much  regard  to  the  rate  of 
interest.  If  the  market  is  full  of  what  they  want,  they  can 
supply  themselves,  at  profitable  rates.  But  if  it  is  otherwise, 
they  will  supply  themselves  at  the  best  rates  they  can  get. 

The  exact  happy  mean  for  our  National  Debt,  to  accommo- 
date the  interests  and  desires  of  investors,  is  to  have  it  not 
so  large  as  to  be  unsafe,  and  not  so  small  as  to  enable  it  to 
be  carried  at  a low  rate  of  interest.  What  is  desirable  from 
the  national  point  of  view,  is  quite  another  matter.  What 
the  taxpayers  will  prefer,  is  first  to  reduce  the  magnitude  of 
the  debt,  so  that  the  rate  of  interest  can  be  made  light,  and 
next,  to  pay  off  the  debt  altogether.  The  event  will  show 
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who  are  the  most  influential  in  shaping  legislation,  those  who 
pay  taxes,  or  those  who  receive  and  enjoy  the  proceeds  of 
them. 

When  General  Grant  was  inaugurated  as  President,  in 
1869,  the  revenue  system  in  force  furnished  a surplus  of 
one  hundred  millions  per  annum  for  the  reduction  of  the 
principal  of  the  National  Debt,  although  the  interest  upon  it 
swallowed  up  then  a good  deal  more  than  it  does  now.  In 
his  annual  message  of  December,  1869,  he  advised  against 
any  lessenning  of  taxes,  until  the  debt  could  be  refunded  on 
more  favorable  terms,  but,  unfortuuately,  soon  changed  his 
mind.  Within  less  than  six  months,  he  authorized  his  com- 
missioner of  the  Internal  Revenue,  General  Pleasanton,  to  say 
to  the  flnancial  committee  of  Congress,  that  he  ( the  Presi- 
dent) desired  the  income  tax  to  be  abrogated,  and  through 
other  channels  he  caused  it  to  be  known  that  he  was  of  the 
opinion  that  the  surplus  should  be  reduced  to  fifty  millions, 
although  the  debt  was  not  refunded.  It  has  resulted  as 
might  have  been  expected,  that  until  near  the  end  of  his 
administration,  very  little  has  been  done  in  the  way  of 
refunding,  and  we  have  already  paid  more  than  one  hundred 
millions  in  enhanced  rates  of  interest,  which  might  have  been 
saved,  if  the  haste  to  remit  taxes  had  been  less  hot  and 
unreflecting. 

While  this  remission  was  going  on,  the  politicians  in 
Congress,  in  order  to  quiet  the  alarms  of  the  country,  were 
giving  assurances  that  it  was  still  intended  to  pay  off  the 
public  debt.  The  Senate  voted,  only  one  Senator  opposing, 
that  there  should  be  a steady  application  of  one  hundred  and 
fifty  millions  in  coin  to  the  interest  and  principal.  When 
that  vote  was  carried,  thirty  of  the  one  hundred  and  fifty 
millions  would  have  been  left  for  the  principal.  To-day, 
fifty-five  millions  would  be  left,  and  as  the  interest  diminishes, 
more  and  more  would  be  left  for  the  principal.  The  sinking 
fund,  as  it  is  stated  at  the  Treasury  Department,  yields  less 
for  debt  reduction,  than  this  pledge  of  the  Senate  would 
yield,  if  carried  into  practical  effect.  But  probably,  we  must 
be  content  with  the  sinking  fund  as  we  find  it. 

It  may  be  politically  practicable,  however,  to  supplement 
it  by  the  proceeds  of  certain  taxes,  and  such  a proceeding 
seems  eminently  desirable.  Taxes  on  tea  and  coffee  yield 
revenue  abundantly.  They  disturb  no  industry,  are  easily 
collected,  and  experience  shows  that  within  certain  limits, 
they  do  not  enhance  prices  to  consumers.  But  so  far  it  has 
not  been  possible  to  induce  Congress  to  re-impose  them. 
The  well  conceived  phrase,  free  breakfast  table f terrifies 
the  demagogues,  and  it  is  quite  evident  that  the  friends  of 
protection  are  influenced  by  the  consideration,  that  a revenue 
from  tea  and  coffee  would  afford  an  opportunity  for  taking 
off  certain  duties  of  a protective  character.  The  demagogues 
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and  protectionists  combined  cannot  be  outvoted,  but  the  lat- 
ter might  be  detached  from  the  combination,  by  imposing  tea 
and  coffee  taxes,  to  be  specifically  appropriated  to  buying 
in  the  public  debt,  not  as  a substitute  for  the  present  sink- 
ing fund,  but  as  an  addition  to  it.  A special  appropriation 
of  taxes  is  familiar  in  the  practice  of  governments,  and 
such  an  appropriation  to  the  public  debt,  is  within  the 
exact  letter  of  the  constitution  of  this  country.  The  pro- 
tectionists would  have  nothing  to  fear  from  a tea  and  coffee 
revenue,  if  it  was  diverted  from  the  general  uses  of  the 
Treasury,  and  the  demagogues  might  apprehend  that  to  raise 
such  a revenue  for  such  a purpose  would  be  popular.  But 
at  any  rate,  the  demagogues  could  be  voted  down,  if 
deprived  of  their  protectionist  allies. 

These  and  other  taxes,  specially  set  apart  to  pay  the  debt, 
would  receive  other  support,  which  would  not  be  given  to 
the  same  taxes  without  such  a special  setting  apart.  The 
reductions  of  taxes  within  recent  years  have  been  supported 
by  many  persons,  who  would  have  been  willing  to  maintain 
them  at  the  fullest  standard,  if  they  could  have  had  reliable 
assurances  that  their  proceeds  would  have  been  applied  to  the 
public  debt.  But  their  view  was,  that  large  revenues  served 
to  engender  extravagance,  and  that  only  a trifling  proportion 
of  them  would  reach  the  debt.  There  have  been  too  many 
facts  to  justify  that  view.  Taxes,  specially  appropriated  to 
the  debt,  steer  clear  of  that  difficulty. 


INCORPORATED  BANKS  NOT  ENTITLED  TO  PUR- 
CHASE  NOTES. 

supreme  court  of  MINNESOTA. — OCTOBER  TERM,  1876. 

Farmers  and  Mechanic^  Bank  v.  Baldwin,  impleaded,  etc, 

A bank  was  authorized  by  statute  "to  carry  on  the  business  of  banking  by  discounting 
notes,  bills  and  other  evidences  of  debt."  Held,  that  this  only  conferred  authority  to 
loan  money  on  such  evidence  of  debt,  with  the  right  to  take  lawful  interest  in  advance, 
and  that  the  bank  had  no  power  to  purchase  such  paper. 

Action  upon  a promissory  note.  Sufficient  facts  appear  in  the  opinion. 

Cornell,  J.  It  is  conceded  that  plaintifTs  only  title  to  the  note  in  question 
rests  upon  its  absolute  purchase,  as  a chose  in  action,  from  one  Patterson,  the 
then  owner,  for  a specific  sum  agreed  upon,  and  paid  at  the  time  of  the 
purchase. 

Patterson  did  not  indorse  the  note,  nor  expressly  assume  any  obligation  in 
connection  with  the  transfer ; inasmuch  as  the  ownership  of  the  note  by  plaintiff 
is  first  in  issue  by  the  pleadings,  the  question  necess^ly  arises,  whether  .the 
plaintiff  had  the  (Corporate  power  to  make  the  purchase  in  the  manner  it  did, 
and  whether  by  such  alleged  purchase  it  acquired  any  title,  which  it  could 
enforce  against  either  the  maker  or  Baldwin,  the  indorser. 

The  doctrine  that  a corporation  can  only  exercise  such  powers  as  are 
expressly  granted,  or  as  are  incidental  to  its  existence  or  necessary  to  enable  it 
to  execute  some  one  or  more  of  its  express  powers,  is  too  firmly  established 
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both  upon  principle  and  authority,  to  admit  of  any  doubt  or  discussion.  This 
rule  by  which  courts  must  be  governed  in  all  inquiries  into  the  existence  of 
any  corporate  power  is  aptly  and  justly  declared  to  be  axiomatic  in  the  opinion 
of  the  Court  in  First  National  Bank  v.  Ocean  National  Bank^  60  N.  Y.  288; 
4 Wheat,  636  ; 2 Kent,  299 ; School  District  v.  Thompson^  5 Minn.  286. 

So  when  an  express  power  is  granted,  and  the  specific  mode  or  manner  of 
its  exercise  is  prescribed,  it  can  only  be  exercised  in  that  particular  way. 
13  Pet.  587 ; 2 Kent,  290,  299.  Plaintiff  derives  its  corporate  existence  and 
powers  from  chapter  33  of  the  General  Laws  of  1866,  as  it  existed  prior  to  the 
amendment  in  i8j6 ; and  if  it  had  the  power  in  question  at  all  it  must  be 
found,  in  some  of  the  provisions  of  that  chapter,  which  relates  to  banks  and 
banking.  Section  2 provides  that  “any  person  or  association  of  persons  may 
establish  offices  of  discount,  deposit  and  circulation,  and  become  incorporated 
upon  the  terms  and  conditions  and  subject  to  the  liabilities  prescribed  in  that 
chapter.”  Section  ii  prescribes  the  manner  in  which  such  corporations  shall  be 
formed,  and  declares  that  upon  such  formation,  as  a body  politic  and  corpo- 
rate, by  its  assumed  name,  “it  shall  by  such  name  have  power  to  contract  and 
be  contracted  with,  sue  and  be  sued,  and  shall  have  all  other  powers,  privileges 
and  immunities  incident  to  corporations  and  applicable  to  the  ends  of  such 
establishments,  subject  to  the  restrictions  and  conditions  of  said  chapter.” 
Section  13,  which  specifically  defines  the  powers  of  such  corporation,  is  as  fol- 
lows: “Such  person  or  association  has  the  power  to  carry  on  the  business  of 
banking  by  discounting  bills,  notes  and  other  evidences  of  debt,  by  receiving 
deposits,  by  buying  and  selling  gold  and  silver  bullion,  foreign  coin,  and  foreign 
and  inland  bills  of  exchange,  by  loaning  money  on  real  and  personal  securities, 
and  by  exercising  such  incidental  powers  as  may  be  necessary  to  carry  on  such 
business.”  Section  33  provides  that  such  bank  or  banking  association  “may 
demand  and  receive  for  loans  on  real  and  personal  security,  or  for  notes,  bills, 
or  other  evidences  of  debt  discoimted,  such  rate  of  interest  as  may  be  agreed 
upon  by  the  parties,  not  exceeding  twelve  per  cent,  per  annum,  subject,  how- 
ever, to  such  General  Laws  regulating  and  fixing  the  rate  of  interest  as  may 
hereafter  be  passed  by  the  Legislature,  and  it  shall  be  lawful  to  receive  the 
interest  in  advance  according  to  the  ordinary  usage  of  banking  institutions,  and 
in  general  to  do  all  things  and  have  all  the  privileges  incident  to  banking 
associations  or  corporations.”  Section  43  prescribes  a penalty  for  any  violation 
of  the  provisions  of  the  chapter.  These  sections  contain  all  the  provisions  of 
law  having  any  bearing  upon  the  question  under  consideration  ; in  construing 
them  regard  must  be  had  to  the  general  nature  and  purpose  of  banking  institu- 
tions, and  it  must  be  assumed  that  the  language  and  terms  employed  in 
framing  the  statute  were  so  used  in  this,  their  ordinary  and  appropriate  sense, 
nothing  appearing  in  the  enactment  itself  to  show  a different  meaning. 

Bouvier  defines  a bank  to  be  “an  institution  authorized  to  receive  deposits 
of  money,  to  lend  money,  and  to  issue  promissory  notes.”  These  are  its  prin- 
cipal attributes.  First  Nat.  Bank  v.  Ocean  Nat.  Bank^  60  N.  Y.  288.  Banks 
are  of  three  kinds,  known  as  banks  of  discount,  deposit  and  circulation,  though 
usually  in  every  American  system  of  banking,  all  these  functions  are  united  in 
the  same  institution,  as  in  the  case  under  the  present  law.  § 10,  chap.  33, 
General  Laws.  Their  chief  purpose  and  design  are  to  furnish  safe  places  of 
deposit  for  money,  to  facilitate  its  payment  and  exchanges  between  different 
persons  and  places,  thereby  serving  as  clearing-houses,  where  located,  and  to 
accommodate  the  business  public  with  loans  or  discounts  to  such  an  extent,  and 
on  such  terms  as  are  compatible  with  their  continued  safety  and  solvency,  and 
the  legitimate  wants  and  demands  of  trade  and  commerce.  McCullough’s  Com. 
Die.,  vol.  I,  p.  63 ; Am.  Cyc.,  vol.  2,  title  Banks.  In  view  of  these  public 
purposes,  in  all  legislation  authorizing  their  creation,  it  has  been  usual  to 
designate  the  character  of  the  securities  which  they  shall  be  permitted  to 
take  upon  their  loans  or  discounts,  to  limit  the  rate  of  interest,  and  to  pre- 
scribe such  other  wholesome  reg^ations  as  experience  has  suggested  to  be 
necessary  to  subserve  the  purposes  of  their  creation,  and  to  protect  alike  the 
banks  and  the  public  from  the  evils  of  general  insolvency,  sure  to  follow  the 
general  absorption  and  employment  of  the  banking  capital  of  a country,  in 
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purely  speculative  enterprises  for  purposes  of  private  gain  alone.  Under  the  act 
m question  the  business  of  banking  is  authorized  to  be  carried  on  **by  dis- 
counting bills,  notes  and  other  evidences  of  debt,  and  by  loaning  money  on 

real  and  personal  security”  (§  13),  and  the  rate  of  interest  allowed  to  be 

charged  for  such  discounts  and  loans  is  limited  to  twelve  per  cent,  taken 
in  advance.  § 33.  The  obvious  intent  of  this  legislation  was  to  secure  to  the 
public  business,  loans  and  accommodations  at  what  was  then  regarded  reason- 
able, and  not  exorbitant  rates  of  interest ; and  also  to  protect  the  share- 
holders of  banks,  and  the  banks  themselves  against  the  risk  of  loss  from  Inade- 

quate securities,  such  as  would  likely  be  taken  under  the  tempting  influence 
of  high  rates  of  interest,  regulated  only  by  the  necessities  of  borrowers  and 
the  cupidity  of  bank  directors.  If,  however,  as  is  claimed  on  the  part  of 
appellant,  associations  organized  under  this  enactment  possess  the  unlimited 
power  of  dealing  in  promissory  notes  and  other  evidences  of  debt  as  prop>erty 
and  choses  in  action,  the  same  as  individuals,  then,  obviously,  this  restriction 
upon  the  rate  of  interest  is  a practical  nullity,  as  the  bank  has  the  power  of 
evading  it  at  any  time,  by  simply  bujdng  the  paper  instead  of  loaning  money 
upon  it ; no  judicial  construction  leading  to  such  a result  is  allowable,  unless 
required  by  some  clear  and  unmistakable  provision  of  the  statute. 

It  is  not  contended,  and  cannot  be,  that  the  power  to  purchase  and  traflic 
in  promissory  notes  as  a species  of  personal  property  belongs  to  any  bank  as  a 
necessary  incident  to  its  existence,  or  to  the  exercise  of  any  of  its  powers  as  a 
bank  of  circulation  and  deposit  alone. 

It  is  not  conferred,  in  express  terms,  by  any  provision  of  the  statute;  it 
must  exist,  therefore,  if  at  all,  as  an  incident,  necessary  to  enable  it  to  trans- 
act its  business  as  a bank  of  discount.  A bank  of  discount  alone  is  defined  to 
be  “one  that  furnishes  loans  upon  drafts,  promissory  notes,  bonds,  or  other 
securities.”  Am.  Cyc.,  vol.  2,  title  Banks.  “The  discoimting  of  notes,”  says 
Spencer,  J.,  in  People  v.  Utica  Ins.  Co.,  15  Johns.  391,  “is  one  mode  of  lend- 
ing money.”  In  the  Firemen's  Ins.  Co.  v.  Ely,  2 Cow.  699,  Sutherland,  J., 
adopts  the  same  definition  ; and  Gardner,  J. , in  delivering  the  opinion  of  court, 
in  Talmage  v.  Pell^  3 Seld.  343,  declares  that  “to  discount  bonds  in  banking 
is  only  a mode  of  loaning  money.”  In  Fleckner  v.  The  Bank  of  the  United 
States^  8 Wheat  338,  Story,  J.,  uses  the  following  language:  “Nothing  can  be 
clearer  than  that  by  the  language  of  the  commercial  world,  and  the  settled 
practice  of  the  banks,  a discount  by  a bank  means  ^ex  vi  termini^  a deduction 
or  drawback  made  upon  its  advances  or  loans  of  money  on  negotiable  paper 
or  other  evidences  of  debt  payable  at  a future  day,  which  are  transferred  to 
the  bank.  We  suppose  the  Legislature  used  the  language  in  this,  its  appro- 
priate sense.”  The  correct  proposition,  as  we  understand  it,  is  concisely 
stated  in  the  syllabus  to  the  case  of  The  Niagara  County  Bank  v.  Baker^ 
ij  Ohio  St.  69,  as  follows:  “To  discount  paper,  as  understood  in  the  business 
of  banking,  is  only  a mode  of  loaning  money,  with  the  right  to  take  the  interest 
allowed  by  law  in  advance.” 

Discounting  a note  and  buying  it  are  not  identical  in  meaning,  the  latter 
expression  being  used  to  denote  the  transaction  “when  the  seller  does  not 
indorse  the  note  and  is  not  accountable  for  it.”  i Bouv.  481,  citing  Pothier 
De  r Usure,  128.  And  it  is  admitted  that  such  was  the  character  of  the 
transaction  in  this  case.  In  view  of  this  understanding  of  the  functions  of  a 
bank  of  discount,  the  legal  signification  attached  to  the  word  “discount,” 
and  the  distinction  between  it  and  the  word  “purchase;”  when  applied  to 
the  business  of  banking,  it  is  obvious  that  the  power  “to  carry  on  the  busi- 
ness of  banking  by  discounting  notes,  bills  and  other  evidences  of  debt,”  is 
only  an  authority  to  loan  money  thereon,  with  the  right  to  deduct  the  legal 
rate  of  interest  in  advance ; this  right  can  be  fully  enjoyed  without  the  pos- 
session of  the  unrestricted  power  of  buying  and  dealing  in  such  securities,  as 
choses  in  action  and  person^  property.  Though,  as  is  urged  by  appellant,  the 
bank  acquires  a title  to  discount^  paper,  and  hence  may,  in  a certain  sense, 
be  said  to  have  purchased  it,  yet  it  is  a purchase  by  discount,  which  is 
permitted,  and  does  not  involve  the  exercise  of  a power  of  purch^  in  any 
other  way  than  by  discount 
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It  follows  from  these  premises  that  the  powers  claimed  cannot  be  regarded 
as  necessarily  incidental  to  that  branch  of  the  banking  business,  which  per- 
tains to  a bank  of  discount  alone;  except  as  a bsmk  of  circulation,  the 
specific  powers  conferred  upon  institutions  organized  under  the  provisions  of 
this  chapter,  are  all  enumerated  and  defined  by  section  13;  among  them  is 
an  express  grant  to  deal  in  certain  articles  of  personal  property,  to  wit : 
“ Buying  and  selling  gold  and  silver  bullion,  foreign  coin,  and  foreign  and 
inland  bills  of  exchange.”  Promissory  notes,  however,  are  not  included. 
Clearly,  as  is  suggested  by  Justice  Gardner  in  Talmage  v.  Pell^  the  maxim 
**  Expressio  unius^*  etc.,  is  applicable  here.  If  an  express  grant  of  power 
was  deemed  necessary  to  enable  a bank  created  under  this  statute  to  deal 
in  “gold  and  silver  bullion,  coin  and  bills  of  exchange,”  and  to  invest  its 
funds  therein,  it  is  difficult  to  see  why  it  was  not  also  given  as  to  promis- 
^ry  notes,  if  it  was  intended  that  the  bank  might  ever  exercise  such  power 
in  respect  to  them. 

In  the  itemized  statement  of  assets  and  liabilities,  which  each  bank  is 
required  to  make  quarterly  by  section  34  of  the  statute,  it  made  the  duty 
of  the  bank  to  report,  among  other  things,  the  aggregate  amount  of  its 
loans  and  discounts,  and  also,  separately,  its  “ promissory  notes.”  No  inference 
can  be  drawn  from  this,  that  the  notes  herein  referred  to  are  any  other 
than  those  lawfully  acquired  by  the  bank  through  the  exercise  of  its  conceded 
powers,  in  making  loans  on  personal  securities  and  in  discounting  commercial 
paper;  in  both  these  ways  promissory  notes  may  be  lawfully  obtained  and 
held,  and  if  knowledge  of  the  amount  of  such  kind  of  paper  was  deemed 
important  for  any  purpose,  the  provision  in  question  was  not  only  pertinent, 
but  absolutely  necessary ; for  it  is  apparent  that  a mere  statement  of  the 
total  amount  of  its  loans  and  discounts  would  not  disclose  the  desired  informa- 
tion. The  obvious  purpose  of  the  section  was  not  to  define  the  powers  of 
these  institutions,  or  the  manner  in  which  they  might  be  exercised,  but  to  pro- 
cure a true  and  correct  statement  of  their  condition,  at  stated  periods,  for  the 
use  and  benefit  of  the  public,  and  hence  no  power  can  be  implied  from  any 
of  its  provisions  unless  the  implication  is  rendered  necessary  and  unavoidable, 
both  from  the  language  and  the  context.  All  the  provisions  of  this  chapter 
of  our  laws,  having  any  bearing  upon  the  ouestion  under  consideration,  are 
essentially  the  same  as  those  contained  in  the  New  York  Statutes  upon  the 
same  subject,  from  which  ours  seem  to  have  been  copied.  Section  13  of  our 
statute,  in  particular,  which  relates  to  the  powers  of  these  associations,  is 
identical  in  substance  and  nearly  in  language,  with  a similar  section  in  the 
New  York  Statutes.  In  the  case  of  Talmage  v.  Pell,  supra,  the  question 
arose  whether  a bank  organized  under  that  statute  had  any  legal  capacity  to 
purchase  the  negotiable  ^nds  of  the  State  of  Ohio,  for  the  purposes  of  gain 
or  profit;  after  full  and  exhaustive  argument  the  Court  of  Appeals  decided, 
in  an  opinion  covering  the  whole  ground,  that  it  had  no  such  powers. 

In  the  case  of  The  Niagara  County  Bank  v.  Baker  et  al.,  decided  by  the 
Supreme  Court  of  the  State  of  Ohio,  15  Ohio  St.  69,  the  same  statute  came 
4inder  review  upon  a state  of  facts  presenting  the  precise  point  involved  in 
this  case,  and  it  was  held  that  a power  to  carry  on  the  business  of  banking 
by  discounting  promissory  notes  was  not  a power  to  purchase  such  notes, 
but  to  loan  money  thereon.  Reco|[nizing  the  principle  of  these  decisions  as 
correct,  it  must  be  regarded  as  decisive  of  the  present  case. 

Having  no  corporate  capacity  to  make  the  contract  of  purchase,  the  plaintiff 
never  acquired  any  title  to  the  note  in  suit,  and  the  attempted  act  of  purchase 
was  strictly  **  ultra  vires,*'  and  conferred  no  rites  whatever.  Hailey  v.  First 
Nat.  Bank  of  Brattleboro,  47  Vt.  546;  Matthews  v.  Skinner  et  al..  Am.  Law 
Reg.,  Aug.  No.,  1876,  p.  488  ; Kansas  Vall^  Nat.  Bank  of  Topeka  v.  Rowell, 
2 l3ill  371  ; Hoffman  v.  Hancock  Mut.  Life  /ns.  Co.,  2 Otto,  161. 

Upon  this  ground  the  order  denying  a new  trial  is  affirmed. 

Gilfillan,  C.  J.,  dissented. 
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REVIEW  OF  THE  STOCK  AND  GOLD  MARKETS 

IN  1876. 

During  the  past  year  investment  securities  have  been  more,  and  speculative 
stocks  less,  active  than  in  1875.  witnessed  the  closing  out  of  the 

five  per  cent  funding  loan,  and  such  an  advance  in  the  price  of  government 
securities,  as  to  enable  the  Secretary  of  the  Treasury  to  continue  the  funding 
operations  by  commencing  the  sale  of  the  four  and  a half  per  cent,  bonds, 
while  small  lots  of  five  per  cents,  have  sold  at  a handsome  premium. 

Gold  fluctuated  more  in  the  past  year  than  in  1875,  extreme  variation  in 
1876  being  from  to  115,  or  over  eight  cents  paper  on  each  gold  dollar, 

gainst  to  117)^,  or  five  and  seven-eighths,  in  1875.  The  price  touched 

in  December  was  the  lowest  price  since  November  6,  1873.  This  is  not  due 
in  any  considerable  degree,  as  some  suppose,  to  the  prospect  of  resumption. 
The  large  importation  of  gold,  supposed  to  be  in  settlement  of  trade  balances, 
appears  to  be  the  immediate  cause  of  the  decline  in  the  premium.  The  enor- 
mous hoards  of  the  precious  metals,  chiefly  gold,  lying  idle  at  the  various 
European  money  centres,  (amounting  on  or  near  ^ptember  20,  1876,  to 
or  $863,8<m,ooo,)  also  tend  to  keep  the  rates  of  interest  lower 
abroad,  and  thus  to  make  our  gold  market  easier. 

Among  the  important  events  affecting  the  stock  market  are  the  break  up  of 
the  coal  combination  and  the  railroad  war.  The  former  is  likely  to  prove  an 
immense  benefit  to  the  industries  of  the  country,  but  it  has  been  very  disas- 
trous to  the  coal  producing  and  carrying  companies,  whose  stocks  have  declined 
enormously.  The  railroad  war  has  tended  to  depress  the  stocks  of  the  trunk 
lines,  some  of  which  have  suffered  severely. 

The  liquidations  and  foreclosures  which  have  been  going  on  for  several  years 
past  have  continued,  and  several  stocks  have  been  wiped  out  during  the  year. 
These  are  among  the  necessary  incidents  in  the  transition  from  an  inflated  scale 
of  values  to  a soimd  basis. 

We  present  below  a summary  by  months  of  the  principal  movements  during 
the  year : 

^ January, — The  year  opened  hopefully.  Money  being  easy,  investment  secur- 
ities and  speculative  stocks  were  strong,  nearly  il  showing  a material  advance 
during  the  month.  The  chief  influences  affecting  the  market  favorably,  w'ere 
those  usually  producing  the  January  rise,  the  anticipation  of  increased  railroad 
earnings,  and  the  prospect  of  the  repeal  or  modification  of  the  granger  laws. 
Pacific  Mail  was  depressed  by  the  prospect  of  a rival  steamship  line  being 
started,  under  the  auspices  of  the  Panama  Railroad  Company.  The  high  prices 
of  United  States  bonds,  stimulated  an  unusually  large  importation  of  them,  esti- 
mated to  exceed  in  the  first  three  weeks  of  the  month,  the  amount  brought 
back  in  any  equally  short  period  in  our  financial  history.  These  large  importa- 
tions of  bonds  did  not  lead  to  any  immediate  shipments  of  coin,  and  gold 
remained  steady  at  112^  to  II3X*  The  sales  of  some  of  the  most  active  stocks 
were  as  follows  : Lake  Shore,  i,c^,6oo  shares ; Pacific  Mail,  548,600 ; Western 
Union,  477,900;  St.  Paul,  264,400;  Ohio  and  Mississippi,  315,800;  North- 
west, 200,900;  Erie,  144,700. 

February, — There  was  a large  demand  for  United  States  bonds  and  other 
investment  securities,  at  advancing  prices.  The  Sjmdicate,  having  on  the  15th, 
settled  for  the  last  of  the  five  per  cents,  the  5-20’s  were  weakened  somewhat 
by  the  prospect  of  being  called  in  the  progress  of  the  funding  operation, 
especially  after  the  passage  by  the  Senate  of  the  bill  to  increase  the  four  and  a 
half  per  cents  to  $ 500,000,000,  and  extend  their  time  to  thirty  years.  Gold 
varied  between  Ii2j^  and  Ii4j^,  advancing  toward  the  close  of  the  month, 
under  the  influence  of  coin  shipments.  The  speculative  stocks  showed  increased 
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activity,  and  prices  were  generally  well  maintained.  Western  Union  was  depressed 
by  the  outbreak  of  a war  with  rival  lines,  and  Pacific  Mail,  by  the  establish- 
ment of  an  opposition  line  of  steamers.  T^e  mnger  stocks  were  benefitted  by 
the  passage,  oy  the  Wisconsin  legislature,  of  the  “Vance  Bill,”  modifying  the 
Potter  law  favorably  to  the  railroads.  The  sales  of  some  of  the  most  active 
stocks,  were  as  follows : Western  Union,  955,300  shares  ; Lake  Shore,  853,800 ; 
Pacific  Mail,  379,750;  St.  Paul,  264,000;  Ohio  and  Mississippi,  240,800; 
Northwest,  235,400;  Erie,  181,100. 

March, — There  was  less  demand  for  United  States  bonds,  and  other  invest- 
ment securities,  some  of  which  drooped  slightly.  Gold  was  strong  in  the  early 
part  of  the  month,  coin  shipments  continuing.  It  oscillated  between  113^  and 
1 1 5,  touching  the  latter  figure — the  highest  for  the  year — on  the  3d  and  also  on 
the  14th,  following  the  fauure  of  the  bank  of  the  State  of  New  York.  In  the 
speculative  stocks,  there  was  a reaction  from  the  buoyancy  of  the  previous 
months.  Pacific  Mail  and  Western  Union,  continued  to  recede,  the  weakness 
of  the  latter  being  increased  from  the  passing  of  the  usual  quarterly  dividend. 
Erie  advanced  on  the  report  of  the  successful  negotiation  for  laying  a third  rail, 
from  Waverly  west  to  Buffalo.  The  sales  of  some  of  the  leading  stocks,  were 
as  follows:  Lake  Shore,  1,277,300  shares;  Western  Union,  957,400;  Erie, 
873,100;  Pacific  Mail,  739,000;  St.  Paul,  210,400. 

ApriL — The  market  for  investment  securities  was  dull  until  toward  the  close 
of  the  month  when  the  demand  for  United  States  bonds  largely  increased, 
strengthening  prices.  The  sale  of  $ 5,883,000  five  per  cents  payable — principal 
and  interest,  in  coin,  on  the  24th,  called  out  bids  to  the  amount  of  $68,330,000, 
or  over  eleven  times  the  amount  offered,  which  was  taken  at  103.78)^  in 
gold.  The  coin  shipments  not  being  large,  the  tendency  of  gold  was  down- 
ward, prices  oscillating  from  112^  to  113%,  and  closing  at  The  rail- 

road fight  just  begun,  caused  a heavy  fall  in  Lake  Shore,  Michigan  Central, 
and  Erie,  while  Western  Union  suffered  from  the  telegraph  war  and  the  bear 
raid  upon  it  The  diminished  demand  for  coal,  in  consequence  of  the  mild 
winter,  also  began  to  tell  on  the  coal  stocks.  The  sales  of  some  of  the  most 
active  stocks,  were  as  follows:  Lake  Shore,  1,059,795,  shares;  Western  Union, 
760,195;  Pacific  Mail,  527,604;  Erie,  421,155;  Michigan  Central,  166,729; 
St  Paul,  137,000. 

May, — There  was  a fair  demand  for  United  States  bonds  and  other  invest- 
ment securities,  and  prices  remained  firm.  Gold  remained  steady  at  Ii2<i^  to 
113^,  with  moderate  shipments  of  coin.  The  speculative  stocks  were  depressed 
by  the  dangerous  illness  of  Commodore  Vanderbilt,  and  the  continuance  of  the 
railroad  and  telegraph  wars.  Western  Union  touched  the  lowest  price  since 
the  panic  of  1873,  advanced  toward  the  close  of  the  month,  owing  to  the 
expectation  of  a dividend  in  July.  The  anthracite  coal  stocks  fell  heavily,  from 
a belief  that  the  coal  combination  could  not  much  longer  withstand  the  power- 
ful influences  tending  to  break  it  up.  There  was  a lively  contest  for  the  con- 
trol of  Pacific  Mail,  resulting  in  the  triumph  of  the  Panama  Railroad,  and  both 
stocks  closed  at  higher  prices,  the  former  at  27^,  the  latter  at  140.  The  sales 
of  some  of  the  leading  stocks  were  as  follows:  Lake  Shore,  1,211,885  shares; 
Western  Union,  806,522;  Pacific  Mail,  359,070;  Erie,  221,770;  Michigan  Cen- 
tral, 257,983  ; St.  Paul,  preferred,  106,5^. 

June, — There  was  an  active  demand  for  United  States  and  railroad  bonds, 
with  advancing  prices.  Gold  was  depressed  to  by  the  coin  disbursements 

of  the  government  towards  the  close  of  the  month,  after  being  up  to  113. 
Western  Union  was  strengthened  by  the  declaration  of  a one  and  a half  per 
cent,  dividend,  and  St.  Paul  and  Northwestern,  by  reports  of  increased  earnings. 
New  Jersey  Central  fell  heavily,  on  account  of  passing  its  July  dividend.  The 
speculative  transactions  showed  a marked  diminution.  The  sales  of  some  of 
tne  most  active  stocks,  were  as  follows:  Lake  Shore,  838,343  shares;  Western 
Union,  513,654;  Pacific  Mail,  241,810;  SL  Paul,  preferred,  160,054;  St.  Paul, 
**  71383;  Michigan  Central,  101,485. 

July, — The  rates  of  interest  were  exceedingly  low,  and  this,  with  the  dis- 
bursement of  the  July  interest  and  dividends,  stimulated  the  demand  for  the 
bonds  of  the  United  States,  and  of  dividend  paying  roads.  The  prices,  deduct- 
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ing  the  interest  just  paid  on  most  of  the  issues,  were  well  maintained, 
though  the  debates  on  the  silver  question  tended  to  clieck  the  demand.  Gold 
opened  at  112^,  the  highest  price  of  the  month,  but  notwithstanding  consider- 
able coin  exports,  fell  to  and  closed  at  The  transactions  in 

speculative  stocks  were  less  in  volume  than  in  any  other  month  in  the  year. 
The  railroad  war  was  continued  more  sharply  than  ever,  and  began  to  tell 
hea^aly  on  the  stocks  of  some  of  the  trunk  lines.  The  coal  stocks  continued  to 
decline  heavily,  the  impending  break  up  of  the  combination  being  more  plainly 
foreshadowed.  The  sales  of  some  of  the  leading  stocks,  were  as  follows : Lake 
Shore,  607,  541  shares ; Western  Union,  243,624 ; Ohio  and  Mississippi, 
121,276;  Michigan  Central,  172,520;  St.  Paul,  preferred,  147,610;  Del.,  Lack. 
& West.,  (par  $50)  138,904. 

August — The  Secretary  of  the  Treasury  sold  $2,160,000  five  per  cent  gold 
bonds  for  105.05.  the  bids  amounting  to  $21,440,000,  and  completed  negotia- 
tions with  the  Syndicate  for  the  sale  of  $40,000,000  of  the  four  and  a half 
per  cents,  firm,  with  the  option  of  taking  the  remaining  $260,000,000  until 
March  4,  1877.  The  5-20’s  of  1865,  were  depressed  by  the  prospect  of  being 
called  for  payment,  and  some  of  the  other  issues  of  United  States  bonds  de- 
clined in  sympathy  with  gold,  which,  after  opening  at  and  going  as 

high  as  112^,  fell  to  109^,  and  closed  at  no.  In  the  speculative  stocks, 
attention  was  chiefly  directed  to  the  coal  stocks,  which  had,  vmtil  recently,  been 
among  the  stable  investment  securities.  The  break  up  of  the  coal  combination, 
on  the  22d,  was  followed  by  excitement  almost  amounting  to  panic,  in  those 
stocks  which  fell  heavily.  Erie  also  declined  to  8^ — then  the  lowest  price  on 
record — on  reports  of  a new  arrangement  for  re-organizing  the  company.  The 
trunk  lines  continued  to  suffer  from  the  railroad  war.  The  sales  of  Delaware, 
Lackawana  and  Western,  amounted  to  679,472  shares ; Lake  Shore,  452,009 ; 
Western  Union,  322,113;  Michigan  Central,  283,967;  New  Jersey  Central, 
239,674;  St.  Paul,  preferred,  218,873. 

September, — Government  bonds  were  lower,  the  earlier  issues  of  5-20’s  espe- 
cially, on  account  of  the  Syndicate  operations.  Railroad  bonds  were  iso 
depressed.  Gold  opened  at  iio^,  and  after  fluctuating  between  109 and 
iioj^,  closed  at  no.  The  movement  of  gold  from  London  to  this  country 
commenced  about  the  20th,  when  the  coin  and  bullion  of  the  Bank  of  England, 
was  reported  at  the  unprecedented  sum  of  35,017,529  or  $170,412,000. 
Speculation  showed  increased  activity.  New  Jersey  Central  was  depressed  to 
20^,  the  lowest  price  of  the  year,  by  unfavorable  rumors.  Dela^^'are,  Lacka- 
wana and  Western,  by  passing  the  usual  quarterly  dividend,  and  New  York 
Central,  by  the  critical  condition  of  Commodore  Vanderbilt.  Other  stocks  sympa- 
thized in  the  decline.  Western  Union  was  stronger  on  the  declaration  of  a one 
and  a half  per  cent,  quarterly  dividend.  In  the  number  of  shares  sold,  Dela- 
ware, Lackawana  and  Western  took  the  lead,  scoring  1,036,140;  Lake  Shore, 
829,955;  New  Jersey  Central,  524,246;  Michigan  Central,  285,509;  Western 
Union,  260,750;  St  Paul,  preferred,  144,502. 

October. — The  Syndicate  took  $ 10,000,000  more  of  the  four  and  a half  per 
cent,  bonds,  but  the  general  market  for  United  States  bonds  was  dull.  They 
were  weakened  by  the  lower  prices  of  gold,  and  by  the  war  news  from  Europe. 
The  general  tendency  of  gold  was  downward.  It  opened  at  iioj^,  declined  to 
108^,  under  the  influence  of  imports  from  abroad,  advanced  on  the  18th,  to 
113X,  on  receipt  of  warlike  news  from  Europe,  but  fell  back  almost  immedi- 
ately, and  closed  at  109^.  Stocks  showed  more  activity  than  in  any  month 
except  March,  and  at  first  advanced,  on  reports  of  the  prospective  termination 
of  the  railroad  war,  but  subsequently  declined  on  the  failure  of  the  negotiations 
for  this  purpose.  The  market  was  also  influenced  by  the  warlike  aspect  of 
European  affairs.  In  the  amount  of  sales.  Lake  Shore  once  more  resumed  the 
lead  with  1,340,803  shares;  Delaware,  Lackawana  and  Western,  scored  946,692  ; 
Western  Union,  485,504;  New  Jersey  Central,  326,386;  Michigan  Central, 
262,334;  St,  Paul,  preferred,  222,859;  Pacific  Mail,  168,555;  and  St  Paul, 
116,174. 

November, — Every  kind  of  business  suffered  from  the  excitement  incident  to 
the  Presidential  election,  and  the  succeeding  uncertainty  as  to  the  result.  The 
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funding  operations  were  interrupted,  and  little  business  was  done  in  United 
States  bonds,  though  their  prices  were  not  depressed  to  any  great  extent  In 
gold,  the  downward  movement  continued,  under  the  influence  of  fresh  arrivals, 
although  political  causes  tended  to  produce  a rise.  It  opened  at  109^,  fluctu- 
ated l^tween  10^  and  lio^,  and  closed  at  108^.  The  business  in  stocks 
was  moderate.  The  market  was  depressed  by  the  appointment  of  a receiver 
for  the  Ohio  and  Mississippi,  announced  on  the  i8th.  Wabash  stocks  and  bonds 
were  stronger  on  an  amicable  adjustment  between  the  bond  and  stock  holders, 
for  the  reorganization  of  the  company,  before  the  foreclosure  became  final.  The 
stocks  of  the  trunk  lines  were,  at  times,  stronger,  on  rumors  of  an  advance  in 
rates,  and  the  coal  stocks  weaker  on  account  of  lower  prices  realized  at  auction 
sales  of  coal.  The  sales  of  Lake  Shore  were  1,059,727  shares  ; Western  Union, 
312,117;  Delaware,  Lackawana  and  Western,  301,741;  Michigan  Central, 
277,605;  St  Paul,  preferred,  174,868;  Ohio  and  Mississippi,  I2i,5)5. 

December, — In  the  early  part  of  the  month.  United  States  bonds  were 
depressed  by  the  decline  in  gold,  but  were  stronger  towards  the  close  of  the 
month,  on  an  increased  demand  from  banks  and  investors.  The  foreign  demand 
continued  small.  Under  the  influence  of  fresh  arrivals  from  abroad,  gold,  after 
opening  at  108 and  advancing  to  109,  declined  to  107  on  the  9th,  and  106 
on  the  30th,  the  lowest  price  from  November  6,  1873,  1°  l^at  time.  The 
railroad  war  was  brought  to  a close  on  the  i6th,  by  the  triumph  of  Commodore 
Vanderbilt,  in  securing  uniform  rates  on  all  through  freights  for  export  The 
stocks  of  the  tnmk  lines  advanced  sharply,  but  the  advance  was  not  maintained. 
The  holidays  interfered  with  speculation  during  the  last  part  of  the  month. 
Lake  Shore  was  depressed  by  declaring  a dividend  of  only  one  and  a quarter 
per  cent.,  when  one  of  two  per  cent,  was  expected,  and  fell  still  further  on  the 
report  of  the  Ashtabula  disaster.  The  sales  of  Lake  Shore  footed  up  1,006,777 
shares ; Michigan  Central,  257,637 ; Delaware,  Lackawana  and  Western, 

205,405;  Western  Union,  174,174;  St  Paul,  preferre<^  121,185;  97»5i5. 

TTie  total  sales  of  stocks  for  the  304  business  days  in  the  year,  amounted  to 
39,926,036,  an  average  per  day  of  131,335  shares  arainst  53,813,979  shares,  an 
average  of  176,439  for  each  business  day  in  1875,  sales  being  principally  in 
the  fSst  half  of  each  year.  In  particular  leading  stocks,  the  dealings  were  as 
follows  : 

Lake  SJiore.  IVest.  Union.  Pacific  Mail.  U.  Pacific.  Erie.  D.^L.6rW,  Mich.  Cent. 

1875  . 11,041,709  . 10,338,824  . 9,754,888  . 4,706.018  . 4,990,322  . 157*199  • 2x8,900 

1876  . 11,677,131  . 6,209,674  . 3,342,564  . 166,641  . 2,368,089  . 3.505,9“  • 2,277,978 

We  subjoin  the  opening,  highest,  lowest,  and  closing  quotations  of  gold. 

United  States  bonds,  and  some  of  the  principal  stocks  : 


opening. 

Gold 113 

Highest. 

115  March  3 & 

14  .. 

Lowest. 

106#  Dec.  30 

Closing. 

• 10/94 

U.  S.  4^  ^ '01  Reg 

U.  S.  5 s ’81  fund.  coup.. 

wxYi  Oct.  28 

108  Dec.  7 

• 10854 

ii6's 

119  Feb.  21 

1 io)4  Dec.  9 

• IX 25i 

" 6’s  ’81  coup 

12o'/8 

124^  June  16 

11554  Dec.  11 

• *17)4 

**  “ 5-20.6’s '65  coup.. 

lib>/4 

iiSyi  March  13 

io8J4  Dec.  8 

• IOQ^r 

**  “ “ “ '68  coup.. 

120 

124  June  22 

11654  Oct.  16  & Dec.  5 

* 118 

•*  **  10-40  com> 

" cur.  6’s(Pac.R.R.) 

118 

i2i)i  Feb.  28 

iiiJ4  Dec.  11 

• 11354 

122^., 

128  Feb.  23 

12oJ4  Dec.  4 

• 1225^ 

Western  Union 

74'.' 

8oJ4  Jan.  31 

63J1  May  1 

• 70^ 

Atlantic  & Pacific  Tel... 

18 14 

22  Feb.  24 

1454  May  25 

* 15 

Chicago  & North  West.. 

39  H 

455^  Feb.  16 

31%  Sept.  27 

• 3554 

Chic.,  Mil.  & St.  Paul... 

35^ 

46H  Feb.  16 

1854  Nov.  16 

• 20\l 

M ..  Pr. 

67 

84^^  March  13 

49Ji  Nov.  16 

S2% 

Chic.,  R.  I.  & Pacific... 

105 

iiifi  Feb.  16 

98 5^  Oct.  2 

* 10154 

Del.,  Lack.  & West 

120^ 

120H  Jan.  3 

64J4  Oct.  2 

. 73^ 

Del.  &.  Hudson  Canal.. 

124 

125  Jan. 13 

61 5i  Oct.  2 

• 7054 

New  Jersey  Central 

103  H 

109%  Feb.  0 
23  March  13 

2oJ4  Sept.  15 

• 37 

Erie 

15H 

7K  Dec.  11 

New  York  Central 

105 

11754  Feb.  15 

96  Sept.  26 

• looS 

Lake  Shore 

61 K 

68f^  Jan.  17 

48K  Sept.  5 

• 55H 

Michijpin  Central 

Ohio  & Mississippi 

59 

6554  March  15 

34>^  Sept.  5 

* 44% 

17’  h 

24%  Feb.  1 

5 Nov.  20 

. ir 

Illinois  Central 

98 

103^  March  13 

6oj4  Dec.  28 

: 

Toledo  Wab.  & West.. . 

ZVa 

8 Nov.  2 

yi  Tune  12 

Union  Pacific 

74 

74%  Jan.  17 

57K  May  25 

• 60 

Panama 

127 

140  May  24 

122  Nov.  21 

• 125 

Pacific  Mail 

39^ 

39^  Jan.  17 

165^  April  10 

*4 
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THE  TAXATION  OF  BANKS. 

PROTESTS  TO  CONGRESS  AND  THE  LEGISLATURE  AGAINST  THE  TAX. 

A special  meeting  of  the  Chamber  of  Commerce  of  New  York  was  held 
on  January  ii,  to  consider  the  subject  of  the  excessive  and  discriminating 
taxation  impost  on  the  banking  interest  both  by  the  State  and  Federal  Gov- 
ernments. The  meeting  was  largely  attended,  many  prominent  citizens  being 
present.  The  President  of  the  Chamber  ( Mr.  Samuel  D.  Babcock ) called  the 
assemblage  to  order,  and  having  read  the  call  for  the  meeting,  said  it  would 
be  seen  that  the  Signers  were  not  men  who  were  directly  interested  in  the 
management  of  banks,  but  merchants  whose  business  interests  were  endangered 
by  the  onerous  burdens  now  borne  by  the  banking  institutions. 

Mr.  Gustav  Schwab  then  addressed  the  meeting,  and  after  some  appropriate 
introductory  remarks,  offered  the  following  resolutions  : 

Resolved,  That  this  Chamber  cordially  indorses  and  adopts  the  petitions  pre- 
pared for  presentation  to  Congress  and  to  the  Legislature  of  this  State,  on 
the  subject  of  excessive  taxation  on  banking  capital,  and  that  a Committee  of 
ten  members  be  appointed  to  take  charge  of  procuring  signatures  to  the 
petitions,  and  of  their  presentation  at  Washington  and  Albany. 

Resolved,  That  the  Secretary  of  the  Chamber  is  hereby  authorized  and 
instructed  to  communicate  with  the  various  Chambers  of  Commerce  and  Boards 
of  Trade  in  other  cities,  requesting  them  to  co5perate  in  this  movement  by 
immediately  sending  to  Congress  petitions  similar  to  the  one  adopted  by  this 
Chamber. 

Mr.  George  T.  Hope,  President  of  the  Continental  Fire  Insurance  Company, 
seconded  the  resolutions,  and  emphasized  them  in  a brief  address.  The  Secre- 
tary then  read  the  two  petitions  whigh  are  bsing  circulated  for  signatures  : 

PETITION  TO  CONGRESS. 

To  the  Honorable  the  Senate  and  House  of  Representatives  of  the  United  States 
in  Congress  assembled: 

The  petition  of  the  undersigned  respectfully  showeth  : That  war-taxes,  both 
heavy  and  unequal  in  their  burden,  are  imposed  on  the  National  banks,  State 
banks,  savings  banks  and  private  bankers  of  this  country,  which  taxes  have 
been  for  several  years  productive  of  great  commercial  injury;  that  in  no  other 
country  are  such  taxes  incurred  by  the  business  of  banking,  and,  the  exigency 
having  passed  away,  the  war-taxes  can  be  taken  off  without  any  sacrifice  to  the 
Treasury  at  all  commensurate  with  the  benehts  which  will  result  to  the 
agricultural,  financial,  commercial  and  industrial  pursuits  of  the  country;  that 
the  continuance  of  this  onerous  and  discriminating  taxation  on  banking  capital 
is  rapidly  withdrawing  it  from  that  business,  leaving  the  commerce  and  indus- 
tries of  the  country  illy  prepared  to  meet  a long  hoped-for  returning  tide  of 
prosperity ; that  a persistence  in  this  unequal  and  special  tax  can  lead  to  but 
one  result,  and  that  is  to  prolong  the  present  period  of  depression  and  inac- 
tivity; that  the  present  time  is  the  proper  one  for  Congress  to  interfere  for 
the  relief  of  these  interests ; that  the  taxes  now  levied  by  the  general  Govern- 
ment on  the  deposits  and  capital  of  all  banks  should  be  immediately  repealed, 
and  the  subject  of  bank  taxation  be  remitted  to  the  several  States  and  Terri- 
tories, as  before  the  war.  And  your  petitioners  will  ever  pray,  etc. 

The  petition  to  the  I.,egislature  of  the  State  was  of  similar  import,  setting 
forth  in  addition  the  injury  to  local  interests  from  the  present  method  of  taxa- 
tion. 

The  resolutions  submitted  by  Mr.  Schwab  were  then  put  to  a vote  and 
unanimously  adopted. 

The  President  appointed  the  Committee  to  urge  upon  Congress  and  the 
Legislature  the  repe^ing  of  the  taxes  as  set  forth  in  the  petitions. 
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BANKING  AND  FINANCIAL  ITEMS. 


The  Banker’s  Almanic  and  Register  for  1877  is  now  issued.  It  contains 
corrected  lists  of  all  National  and  State  Banks,  Private  Bankers  and  Savings 
Banks  in  the  United  States  and  Territories  ; also  Trust  Companies  and  Safe 
Deposit  Companies;  Alphabetical^ lists  of  Cashiers  and  Assistant  Cashiers;  lists 
of  National  Banks  in  liquidation  or  in  hands  of  receivers — The  Banks  and 
Bankers  of  Canada,  Great  Britain,  Europe,  and  other  foreign  countries.  Quo- 
tations of  Stocks,  Bonds  and  Gold — Prices  of  Staple  Commodities  for  twelve 
years. — Statistics  of  Capital,  Deposits  and  Taxation  of  Banks  and  Bankers ; of 
Failures  in  the  U.  S. ; of  the  production  of  Gold  and  Silver ; Official  Values 
of  Foreign  Coins  in  money  of  the  U.  S.  A Record  of  Financial  Events  in  1876  ; 
and  Biographical  Sketches  of  R.  A.  C.  Martin,  and  J.  L.  Heywood,  with  a 
portrait  of  each.  Price  $3,00.  With  Marginal  Index  of  States,  $3. 5a 


Calls  for  Five-Twenty  Bonds. — In  January,  the  Secretary  of  the  Treasury 
issued  two  calls  for  the  redemption  of  five-twenty  bonds. 

Each  call  is  for  $ 10,000,000,  bonds  of  1865,  May  and  November,  of  which 
$ 7,000,000  are  coupon  and  $ 3,000,000  Registered  bonds.  The  principal  and 
accrued  interest  will  be  paid  at  the  Treasury,  on  and  after  the  loth  and  the 
24th  of  April,  respectively,  on  which  day  the  interest  on  the  bonds  will  cease. 
The  following  are  the  numbers,  all  being  inclusive  : 


thirty-seventh  call. — ^January  10,  1877. 
Matures  April  10,  1877.  Amount  $ 10,000,000. 


COUPON. 

$ 100— No.  17,901  to  No.  21,350 
$500 — No.  22,101  to  No.  26,700 
$1,000 — No.  53,301  to  No.  62,400 

Total,  $ 7,000,000. 

THIRTY- eighth  CALL.- 
Matures  April  24th,  1877. 

COUPON. 

$ 100 — No.  21,351  to  No.  25,506 
$ 500 — No.  26,701  to  No.  31,500 
$1,000 — No.  62,401  to  No.  70,550 

Total,  $ 7,000,00a 


REGISTERED. 

$ 50— No.  201  to  No.  300 

$100 — No.  3,451  to  No.  4,500 
$500 — No.  2,751  to  No.  3.250 
$1,000 — No.  lo^ooi  to  No.  12000 
$5,000 — No.  4,151  to  Na  4,750 
$10,000 — No.  5,151  to  Na  8,200 
Total,  $3,000,000. 

-January  24th,  1877. 

Amount  $ 10,000,00a 

REGISTERED. 

$ 50 — No.  301  to  No.  400 

$100 — No.  4,501  to  No.  5,300 
$ 500 — No.  3,251  to  No.  3,600 
$ 1,000— Na  12,001  to  No.  13,350 
$5,000 — No.  4,751  to  No.  5,100 
$ 10,000 — No.  8,201  to  No.  9,300 
Total,  $ 3,000,00a 


The  Comptroller  of  the  Currency  has  called  for  reports  from  the 
National  banks  on  December  22,  and  January  20, — the  former  being  also  the 
date  upon  which  the  banks  of  this  State  were  called  upon  to  report  to  the  Bank 
Superintendent. 
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Congress. — Representative  Willis,  of  New  York,  has  introduced  two  import- 
ant bills  in  relation  to  the  taxing  of  National  and  State  banks  and  other 
moneyed  institutions,  which  contain  the  following  provisions  : 

“That  from  and  after  the  approval  of  this  act,  all  existing  laws  imposing 
taxes  upon  capital  and  deposit  of  State  and  National  banking  institutions,  cor- 
porations, companies,  associations,  or  persons  engaged  in  the  business  of  banking, 
shall  be  repealed;  and  so  much  of  section  5,214  and  section  3,408  of  the 
Revised  Statutes  of  the  United  States,  as  relates  thereto,  shall  be  also  hereby 
repealed.”  ^ 

“That  the  purposes  and  intention  of  section  5,219,  of  the  Revised  Statutes 
of  the  United  States,  are  hereby  declared  to  be  that  no  taxes  shall  be  imposed 
upon  shares  of  National  banks,  by  State  Legislatures  or  authorities,  at  a greater 
rate  of  tax,  nor  larger  valuation  than  the  rate  imposed,  and  valuation  put 
upon  other  personal  and  real  property  in  the  hands  of  individual  citizens  of  the 
respective  States,  and  to  be  entitled  to  the  same  privileges  and  exemptions 
•with  respect  to  taxation  as  other  personal  property.” 

New  York. — The  quarterly  statements  of  the  State  banks  of  this  city  present 
the  following  aggregates  : 

LIABILITIES. 


S^.  23,  ’76.  Dec.  23,  '76. 

Capital $i5f33i|200  ...  $14,985,200 

Net  profits. 5,150,800  ...  59269,500 

Circulation. 3*»500  ...  32,200 

Due  banks 5»983»«»  — 5»353»6oo 

Due  depositors 33*116,300  ...  32,055,100 

Unpaid  dividends 103,400  ...  89,700 

Totals. $59,716,200  ...  $57, 785*300 


RESOURCES. 


Loans  and  discounts $ 38,445, 200 

Other  stocks  and  bonds  and  mortgages.  4, 1^,600 

Due  from  banks 3*450,300 

Real  estate 1,617,500 

Furniture  and  fixtures 26,700 

Cash  items  and  bank  notes 56,400 

Specie I*  534*  600 

Legal  tenders 10,409,600 

Overdrafts 15*300 


$40^197,100 
4,029. 500 

3.436.000 
1,615,900 

5,400 

700 

2.460.000 
6,025,300 

15,400 


Totals 


$59,716,200 


$57*785*300 


New  Clearing  House  of  the  Gold  Exchange. — On  January  2d,  the 
clearings  of  the  Gold  Exchange  were  transferred  from  the  Gold  Exchange  Bank 
to  the  National  Bank  of  the  State  of  New  York,  which  has  established  a separate 
Gold  Exchange  Clearing  Department  Mr.  R.  L.  Edwards,  treasurer  of  the 
Exchange,  and  formerly  President  of  the  Gold  Exchange  Bank,  has  been 
appointed  manager,  and  Mr.  G.  L.  De  Gay,  formerly  assistant  cashier  of  the 
same  bank,  has  been  appointed  assistant  manager,  while  the  clerks  are  almost 
all  from  the  Gold  Exchange  Bank.  There  was,  therefore,  no  interruption  of 
business,  and  the  transactions  of  the  first  day,  amounting  to  nearly  $ 30,000,000, 
were  settled  without  any  delay.  The  Gold  Exchange  Bank  will  wind  up  its 
business,  which  had  not  been  profitable.  This,  and  the  high  taxes,  had  led 
the  directors  to  reduce  the  capital  from  $ 500,000  to  $ 250,000.  The  bank  was 
organized  in  1866,  for  the  express  purpose  of  acting  as  a clearing-house  for  the 
Gold  Exchange.  At  first,  it  also  transacted  a general  banking  business,  but 
during  the  memorable  “ Black-Friday  ” panic  of  September,  1869,  the  accounts 
of  the  bank  became  badly  confused,  and  from  this  resulted  some  heavy  losses 
to  a number  of  members  of  the  Exchange.  It  was  then  determined  that  the 
bank  should  confine  itself  strictly  to  the  business  of  a clearing  house,  which  it 
has  done  ever  since. 
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Frauds  and  Felonies. — A swindler  appeared  at  the  Treasury  Depaitoent, 
and  at  some  of  the  Washington  banks,  early  in  January,  who  succeed^  in  one 
or  two  instances,  by  an  adroit  sleight  of  hand  trick,  in  stealing  notes  almost  out 
of  the  hands  of  the  person  with  whom  he  pretend^  to  be  transacting  business. 
His  plan  is  to  request  change  of  a large  note,  for  notes  of  a smaller  denomina- 
tion, and  by  attracting  the  attention  of  the  person  behind  the  counter,  he 
manages  to  steal  a note  from  the  package  in  his  hands,  without  detection. 

A forged  check  on  the  Union  Trust  Company  of  New  York,  for  $64,500, 
purporting  to  be  drawn  by  the  New  York  Life  Insurance  Company,  was  paid  in 
January.  Several  persons  have  been  arrested  on  suspicion  of  complicity  in  the 
fraud. 

The  Ocean  National  Bank.— The  Comptroller  of  the  Currency  has  made 
an  assessment  of  forty  per  cent,  upon  the  shareholders  of  the  Ocean  National 
Bank,  upon  their  individual  liability ; twenty  per  cent,  payable  on  February 
26,  and  the  remainder  on  or  before  April  26,  next  The  Receiver  has  also 
been  directed  to  dispose  of  the  assets  of  the  ^nk,  after  advertising  the  same 
for  sixty  days,  slips  of  such  advertisement  to  be  transmitted  to  the  share- 
holders and  creditors  of  the  bank. 

Arkansas. — A new  bank  called  the  Merchants  and  Planters*  Bank,  has  been 
organized,  under  State  charter,  at  Pine  Bluff,  and  began  business  December  ist 
The  officers  are  : V.  D.  Wilkins,  President ; James  A.  Hudson,  Vice-President ; 
H.  H.  Hunn,  Cashier.  The  business  of  Messrs.  Smart,  Hudson  & Co., 
bankers,  has  ^en  merged  into  that  of  the  new  bank. 

Connecticut. — The  Report  of  the  Connecticut  Bank  Commissioners  presents 
the  condition  of  the  banks  up  to  October  i,  1876,  a period  of  nine  months 
since  their  previous  report.  The  whole  number  of  savings  banks  in  the  State 
is  eighty-six.  No  new  ones  have  been  added  the  past  year.  The  Working- 
men’s Five  Cent  Savings  Bank  of  Hartford,  which  never  had  more  than  about 
$ 12,000  of  deposits,  has  been  discontinued,  and  is  in  the  hands  of  a receiver. 
The  total  amount  of  deposits  in  the  savings  banks,  October  i,  was 
$76,489,310.41,  being  an  increase  since  January  i,  1876,  of  $2,034,862.07. 
The  total  surplus  is  over  two  and  a half  millions,  being  an  increase  of 
$ 186,524.33.  The  loans  on  real  estate  have  increased,  and  those  on  personal 
security  have  decreased.  The  loans  on  State,  town  and  city  bonds  have 
increased  $1,639,707.02,  and  on  United  States  bonds  $1,093,232.49.  The 
whole  number  of  depositors  is  203,^14,  a decrease  of  4,516.  The  largest 
amount  due  one  depositor  is  $32,980.03.  During  the  past  year  many  large 
deposits  have  been  made  by  capitalists,  a practice  which  should  not  be  tole- 
rated, as  it  tends  to  unsafe  investments,  and  subjects  the  banks  to  be  called 
upon  for  large  deposits  when  they  can  least  afford  to  pay  them.  The  Com- 
missioners suggest  that  no  interest  be  paid  on  any  deposit  above  $1,600,  and 
that  interest  shall  cease  to  be  credited  on  deposits  that  have  remained  with- 
out draft  for  twenty-one  years.  They  suggest  also  that  more  caution  should 
be  observed  in  granting  savings  bank  charters,  that  the  banks  be  required  to 
keep  a suiplus  of  three  per  cent,  on  their  deposits,  and  that  two  and  one-eighth 
per  cent,  dividends  semi-annually  would  be  no  more  than  prudent. 

With  regard  to  banks  of  discount  and  trust  companies,  the  number  ''remains 
the  same  as  at  the  last  report.  The  Commissioners  say  that  some  of  the 
banks,  as  well  as  the  trust  companies,  which  have  done  simply  a banking 
business,  have  not  thought  it  prudent,  or  have  found  it  difficult,  to  make  their 
usual  dividends,  but  the  trust  companies  that  have  confined  their  business  to 
the  loaning  of  their  funds  on  the  mortgage  of  real  estate,  have  thus  far  met 
with  nearly  their  usual  success. 

Maryland. — On  January  15th,  Mr.  George  Wells,  one  of  the  most  highly 
respected  citizens  of  Annapolis,  very  unexpectedly  resigned  his  position  as 
President  of  the  Farmers  and  Planters*  Bank.  At  a meeting  of  the  stock- 
holders, held  subsequently,  it  was  disclosed  that  he  is  a defaulter  to  the 
amount  of  $65,000.  His  resignation  was  accepted,  and  Mr.  Alexander  Ran- 
dall was  elected  in  his  stead. 
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Boston. — The  Mechanics*  Savings  Bank,  Boston,  estabilshed  in  1874,  has 
suspended.  Owing  to  the  stagnation  of  business,  the  low  rate  of  interest,  and 
the  legislative  requirement  of  a guaranty  fund,  the  semi-annual  dividend  due  on 
the  first  of  January  was  passed,  and  the  depositors  began  to  withdraw  their 
money.  The  amount  due  depositors  on  December  24th,  was  $446,961,  of  which 
$27,000,  had  been  paid  on  January  12,  when  the  bank  stopp^  Under  these 
circumstances  the  trustees  have  cea^  operations. 

Missouri. — The  stockholders  of  the  Empire  Bank,  St  Louis,  decided  on 
January  i8th,  that  the  bank  should  go  into  liquidation.  It  is  considered  fully 
able  to  pay  all  debts,  »nd  a dividend  to  stockholders. 

St  Louis, — Mr.  Charles  Enslin,  wjio  was,  for  the  past  thirteen  years,  cashier 
of  the  Bank  of  Commerce,  died  suddenly  at  his  residence  in  St  I^uis,  on  Jan- 
uary 1 2th.  He  was  highly  esteemed  as  an  efficient  and  clear-sighted  bank 
officer,  and  commanded  the  utmost  confidence  of  the  directors  of  the  bank,  who 
passed  resolutions  in  honor  of  his  memory. 

New  York. — The  report  of  the  Banking  Superintendent  of  this  State,  shows 
that  the  aggregate  circulation  of  State  banks,  outstanding  on  the  30th  of  Sep- 
tember, 1876,  was  $735>988.5o.  The  total  amount  September  30,  1875, 
$849,226.50;  the  reduction  in  the  sum  being  $113,238.  The  decrease  during 
the  year  in  secured  circulation  was  $ 50,745.  The  decrease  in  unsecured  bills, 
whicffi  was  issued  by  incorporated  banks  was,  $63,4^  The  secured  circulation 
outstanding  September  30,  1875,  was  $ 167,783.  Tne  unsecured  circulation  at 
the  same  date  was  $568,205.50. 

National  Banks  in  New  York. — The  following  curious  statistics  of  the  dis- 
tribution of  National  bank  stock,  are  compiled  from  tables  in  the  report  of 
the  Comptroller  of  the  Currency,  pp.  144-149. 

The  whole  number  of  shares  of  National  bank  stock  issued  to  banks  located 
in  the  State  of  New  York,  was  1,482,746,  of  which  number  1,216,478  were 
held  by  residents  of  the  State,  and  266,268,  by  non-residents.  The  number  of 
shareholders  in  the  State  was  26,339,  number  of  non-resident  shareholders, 
7,742.  The  number  of  shareholders  owning  10  shares  or  less,  12,784;  over  10 
and  not  more  than  20,  6,936 ; over  20  and  not  more  than  30,  3,610 ; over  30 
and  not  more  than  40,  2,232 ; over  40  and  not  more  than  50,  2,223  ; over  50 
and  not  more  than  100,  3,573  ; over  100  and  not  more  thw  500,  2,491  ; over 
500,  205. 

The  number  of  shares  of  New  York  National  bank  stock  held  in  the  Eastern 
States,  was  193,659;  Middle  States,  40,328;  Southern  States,  4,907;  Western 
States,  11,947;  Pacific  States,  545. 

The  numter  of  shares  held  in  forei|;n  countries,  was  14,882,  of  which  3,025 
were  held  in  Great  Britain;  2,214,  m France;  150,  in  Germany;  1,488,  in 
Spain  ; 3,992,  in  the  Dominion  of  Canada  ; 266,  in  Mexico  ; 726,  in  the  West 
Indies  ; 73,  in  Bermuda ; 97,  in  South  America ; 20,  in  Prussia ; 20,  in  Bava- 
ria; 6^,  in  Holland;  16,  in  Russia;  1,269,  ^ Switzerland;  280,  in  Italy; 
54,  in  Turkey ; 19,  in  Corsica ; 340,  in  Europe  not  specified ; 20,  in  India ; 40, 
in  Egypt,  and  30,  in  Africa,  not  specified.  These  shares  are  usually  divided 
into  amounts  of  $ 100  each. 

Pennsylvania. — At  a meeting  of  the  Diamond  Savings  Bank,  of  Allegheny, 
held  on  January  4th,  it  was  decided  to  pay  off  depositors  and  quit  business. 
After  February  ist,  the  bank  will,  therefore,  receive  no  more  collections. 

Pennsylvania. — Samuel  B.  Bigler,  late  President  of  the  City  Bank  of  Har- 
risburgh.  Pa.,  which  failed  several  months  ago,  and  his  two  sons,  one  the 
ex-cashier,  have  been  arrested  on  charges  of  conspiracy  to  defraud,  of  embez- 
zlement and  of  obtaining  money  under  false  pretences.  The  liabilities  were 
$ 350,000,  while  the  assets  were  not  more  than  $ 70,000.  More  than  fourteen 
hundred  persons,  most  of  them  of  the  poorer  classes,  had  deposits  in  the  insti- 
tution, of  which  they  will  obtain  probably  ten  or  fifteen  cents  on  the  dollar. 
John  A.  Bigler,  the  cashier,  lied  in  October,  and  was  arrested  in  San  Francisco, 
on  January  3d. 
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NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 

January,  1877. 

(^Monthly  List^  continued  from  January  No,^  page  568. ) 

Stoic.  Place  and  Capitals  Bank  or  Banker^  N.  Y.  Correspondent  and  Cashier^ 

N.  Y.  City O.  H.  Schreiner (15  Nassau  Street.) 

Ind Anderson • Madison  Co.  Nat.  Bank...  Winslow,  Lanier  & Co. 

$50,000  John  E.  Corwin,  Pr.  John  H.  Terhune,  Co3L 

Iowa...  Miles Exchange  Bank First  N.  B.,  Chicago* 

J.  W.  MUes,  Pr,  M.  S.  Allen,  Cos. 

**  ...  Newton Bank  of  Newton Chemical  National  Bank. 

William  Vaughan,  Pr.  Thomas  Arthur,  Cos. 

**  ...  Shell  Rock Shell  Rock  Bank First  Nat.  Bank.,  Chicago. 

(Boomer  Bros.  & Phillips. ) 

“ ...  Sumner S.  F.  Cass Union  Nat.  Bank,  Chicago. 

Mich.  . Chelsea R.  Kempf  & Bro Merchants’  National  Bank. 

“ ...  Detroit O.  F.  Hdl  & Co {Brokers.) 

Minn.  . Minneapolis ...  Citizens’  Bank Nat  Shoe  & Leather  Bank. 

N.  F.  Griswold,  Pr.  Geo.  B.  Shepherd,  Cos. 

Mo St.  Louis John  V.  Hogan  {Broker)..  Trask  & Stone. 

“ ...  Wellsville J.  Stouder  & Co Donnell,  Lawson  & Co. 

N.  Y...  Franklin ville...  First  National  Bank Importers  &.  Traders  N.  B. 

$ 55,000  William  F.  Weed,  Pr.  Jason  D.  Case.  Ccts. 

“ ....  Clayton Barker  & Grant Ninth  National  Bank. 

Ohio...  Cincinnati R.  E.  Dunlap {Broker^  88  West  Third  Street) 

Texas.  San  Antonio...  James  T.  Thornton Donnell,  Lawson  & Co. 

Wis... . Kewaunee John  Carel German-American  Bank. 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS. 
Authorized  January  15,  1877. 

/ Capital.'  - s 

No.  Name  and  Place.  President  and  Cashier.  Authorized.  Paid. 

2345  First  National  Bank,  William  F.  Weed. $55»ooo 

Franklin  ville,  N.  Y.  Jason  D.  Case.  $ 55><^ 

2346  Madison  County  Nat  Bank,  John  E.  Corwin $ 50^000 

Anderson,  Ind.  John  H.  Terhune.  $ 50*000 


“Gold  and  Debt:  An  American  Hand  Book  of  Finance.”  By  WilUam 
Fawcett,  We  place  in  our  select  list  of  Books  for  Bankers  this  highly  useful 
volume,  a review  of  which  will  appear  in  our  next  number.  It  contains  within 
small  compass  a large  amount  of  valuable  statistical  and  other  matter — includ- 
ing the  National  ]&nk  and  Currency  Laws  of  the  U.  S. — Orders  supplied 
from  the  office  of  the  Banker’s  Magazine. — Price  $ 1.75. 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

(Monthly  List;  continued  from  yanuary  No.^  page  569. J 
January,  1877. 

Name  0/  Bank.  Elected*  In  ylace  0/ 

N.  Y.  City.  Bull’s  Head  Bank A.  Dowdney,  Pr J.  E.  Kelley. 

Col.  ...  FirstN.B., Colorado  Springs.  H.  A.  Mclntire,  Pr*.,  G.  H.  Stewart. 

“ ...  German  Bank  of  Denver J.  A.  Cooper,  Cos H.  Suhr. 

Conn.  ^ First  Nat.  Bk.,  New  Canaan  Stephen  Hoyt,  Pr W.  Comstock. 

Branch.B.of  Smyrna,  Milford  David  j.  Cummins, /*r.  A.  Stockley. 

Ga Sav.  B.  & Tr.  Co.,  Savannah  Milo  Hatch,  Pr E.  Ketchum. 

111.....  First  Nat  Bank,  Princeton.  H.  C.  Roberts,  Cos..,.  F.  Gould. 

Iowa..  First  Nat.  Bk.,  Burlington.  William P. Foster, C.  Osgood. 

“ ...  German  Bank,  Dubuque Gerhard  Becker,  Pr...  J H.  Thedinga. 

“ ...  National  Bank  of  Winterset  Frederick  Mott,  Cos...  W.  W.  McKnight. 

Ky Farmers’  B.  Ky., Frankfort.  . A.  J.  James,  Pr T.  N.  Lindsey. 

“ ...  Northern  **  “ Lexington..  W.  D.  Boswell,  Cos...  A.  F.  Hawkins. 

Me ThomastonN.B.,Thomaston  Augs.  O.  Robinson,  Car  O.  Robinson.* 

Mass...  Martha’s  Viney’rdNation’l)  Joseph  T.  Pease,  Pr...  D.  Fisher.* 

“ ...  Bank,  Edgartown. ) Cyrus  H.  Pease,  Cos.  J.  T.  Pease. 

Merchants’N.B  ,NewBedf’d  Jonathan  Bourne,  Pr. . C.  R.  Tucker.* 

“ ...  N.B. Commerce,  N. Bedford.  James  H.  Tallman  Cos.  B.  F.  Coombs.* 

Mich.  . Union  City  N.B.,Union  City  William  P.  Hunt,  Pr.  

Minn..  First  Nat.  Bank,  Lake  City.  L.  S.  Van  Vliet,  Car...  A.  .J.  Fowler. 

Mo Empire  Bank,  St.  Louis Michael  Goettler,  Pr.  B.  Heidacker. 

“ ...  “ “ “ “ Charles  Miller,  Cor.  ...  C.  Fischback. 

“ ...  Manufacturers*  Sav. B.,  St.L.  Isaac  Cook,  Jr.,  Pr...  R.  E.  Harding. 

Nev....  Carson  City  Savings  Bank...  Richard  Kirman,  V.P.  W.  P.  McIntosh. 

N.  J....  First  Nat.  Bank,  Woodbury.  Amos  J.  Peaslee,  Pr.  C.  P.  Stokes. 

N.  Y...  National  Bank  of  Auburn. ...  Silas  L.  Bradley,  Pr...  C.  H.  Merriman. 

“ ...  Manufacturers’  N.  B.,  Troy.  Henry  E.  Weed,  Pr.  . T.  Symonds. 

Ohio...  Third  Nat.  B’k,  Cincinnati..  G.  P.  Griffith,  V.P. 

“ ...  “ “ “ ..  Ammi  Baldwin,  Car...  G.  P.  Griffith. 

“ ...  “ •*  “ ..  S.  W.  Ramp,  ^ry/Cor.  A.  Baldwin. 

“ ...  First  National  Bank,  Xenia.  A.  H.  Baughman,  Pr.  A.  Hivling.* 

“ ...  First  Nat.  B’k,  Youngstown.  Robert  McCurdy,  Pr.  W.  S.  Parmele. 

“ ...  “ “ “ . William  H.  Baldwin,  C.  R.  McCurdy. 

Penn.  . Second  N B.,  Philadelphia.  Benj. Rowland,  Jr  ,Pr,  N.  Hilles. 

**  ...  Guar.  Tr.  & Safe  Dep.  Co...  Thomas  Cochran,  Pr.  E.  C Knight, 

“ ...  First  Nat.  B’k,  Honeybrook.  Samuel  Lemmon,  Pr.  E.  D.  White. 

“ ...  Metropolitan  National  ) Robert  Liddell,  Pr....  C A.  Dravo. 

“ ...  Bank,  Pittsburg)  Charles  A.  Dravo,  Cor.  W.  H.  Smith. 

“ ...  People’s  Bank,  Wilkes-B^re  A.  A.  Sterling,  Cor 

Tenn..  Third  Nat  Bank,  Nashville.  John  Kirkman,  Pr W.  W.  Berry. 

•4  Texas.  First  Nat.  Bank,  Denison...  W,  S.  Lowe,  Cos. 

Va Nat  Valley  Bank,  Staunton.  Thos.A.  Bledsoe, Cor.  M.  H.  Eflfinger. 

Wis. ...  Sav.  Bank  of  Fond du  Lac...  Gaines  A.  Knapp,  Tr.  E.  Colman 

- “ ...  Manufactur’rs’B., Milwaukee  Albert  Conro, /*r. I.  A.  Hasbrouck. 

“ ...  “ “ “ I.  A.  Hasbrouck,  V.P.  A.  Conro. 

Pe.  Ed.  Isl.  ^IMerchants  Bank  oD  rr  * ^ 

P.  E.  I..  Georgetown...;  Agtnt.not  McLean. 

* Deceased. 
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DISSOLVED,  DISCONTINUED  OR  CHANGED. 

( Monthly  Ust^  continued  from  January  No,,  page  569.^ 

New  York  City.  Gold  Exchange  Bank ; winding  up. 

“ “ Dickinson  & Co.  ; now  Dickinson,  Waller  & Co. 

“ “ E.  L.  Frank ; now  E.  L.  Frank  & Co. 

“ “ Walter  T.  Hatch  & Son  ; now  W.  T.  Hatch  & Sons, 

“ “ J.  D.  Kinsley  ; now  Geisler  & Kinsley. 

“ “ W.  T.  Meredith  & Co.  ; now  W.  T.  Meredith. 

“ F.  P.  Olcott  & Co.  ; succeeded  by  F.  Du  P.  Davis. 

Ark....  E.  W.  Parker  & Co.,  Utile  Rock;  now  Parker  & Worther. 

Conn.  . Workingmen's  Savings  Bank,  Hartford;  in  hands  of  Receiver. 

III.....  Farmers  & Merchants'  Bank,  Mattoon ; assigned. 

Ind Madison  Co.  B.,  Anderson  ; now  Madison  Co.  N.  B.,  same  officers. 

“ ...  McKeen  & Minshall,  Terre  Haute ; now  McKeen  & TuelL 
Iowa...  Penick,  Day  & Copeland,  Chariton  ; now  Penick  & Copeland. 

“ ...  First  National  Bank,  Newton ; sue.  by  Bank  of  Newton,  same  officers, 

“ ...  Mathews  & Son,  Rockford ; now  Bank  of  Rockford. 

Ky NaL  Southern  Ky.  Bank,  Bowling  Green  ; sue,  by  Nazro  & Underwood. 

“ ...  Caseyville  Deposit  Bank,  Ccueyvtlle ; closing  business. 

Mass...  Bates  & Albee,  Boston  ; suspended. 

“ ...  Mechanics'  Savings  Bank,  Boston;  failed. 

Mich.  . Lafountaine,  Loranger  & Co.,  Monroe ; now  Lafountaine  & Loranger. 

Mo. ....  Empire  Bank,  St,  Louis ; decided  to  liauidate. 

“ ...  First  Nat.  Bank,  Lancaster ; sue.  by  Schuyler  County  Bank,  same  officers 
N.  Y...  BankofFranklinville,  Franklinville;  succeeded  by  First  N.  B.,  same  officers* 
N.  C..,.  Merchants*  Bank,  FayetteiHlle ; merged  in  Fayetteville  National  Bank. 

Pa Diamond  Savings  Bank,  Allegheny ; paying  deposits  and  closing. 

“ ...  Hallowell  & Co.,  Philadelphia  ; now  Morris  L.  Hallowell. 

Tex.  ...  Chamberlain  Brothers,  Belton;  assigned. 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK. 

December,  1876 — January,  1877. 


1876. 

Lowest.  Highest. 

1876. 

Lowest. 

Highest. 

1877.  Lowest. 

Highest, 

January 

13X  ... 

Dec.  27 

7 

• 

, Jan.  I I 

. 6 

February  .. 

• • 

H’A  — 

28 

7 

• 

. 12 

6 

• % 

March 

• 

15  ... 

29 

7 

• 7X 

13 

April 

izyi  . 

13;^  - 

30 

• VA 

*5 

. 6^ 

May 

12X  . 

«3X 

Jan.  2 

■ 

16 

• 7 

June 

11%  . 

13  ^ ••• 

3 

. VA 

17 

• 

Jvdy 

. 

12A  ... 

4 

• 7 , 

18 

. 6)i 

August 

9^  • 

izyi ... 

5 

• 

19 

. 

September  . 

9X'  . 

io)i ... 

6 

. (>% 

..  20 

. 6A- 

October 

8^  . 

n'A  — 

8 

6'A 

■ 

..  22 

. 6W 

November.., 

8^  . 

loyi ... 

9 

sA 

• 

23 

• 

December  . 

7 • 

9 ••• 

10 

SA 

. 6)4 

24 

6 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 


Recapitulation  of  the  Official  Statements — cents  omitted. 


Debt  Bearing  Interest  in  Coin. 


Dtc.  1,  1876. 

Bonds  at  six  per  cent $9^999.650 

Bonds  at  five  per  cent 712,320,450 


Bonds  at  four  and  a-half  per  cent. 


Jan.  I,  1877 

$944,900,800 

712,320,450 

33,600,000 


$1,697,320,100 

Debt  Bearing  Interest  in  Lawful  Money. 
Navy  pension  fund  at  three  per  cent $ 14,000,000  ... 


$1,690,821,250 
$ 14,000,000 


Debt  on  which  Interest  has  Ceased....  $2,291,700  ... 


$11,834,360 


Debt  Bearing  no  Interest. 


Old  demand  and  legal-tender  notes $366,976,607 

Certificates  of  deposit 40,725,000 

Fractional  currency 27,408,508 

Coin  certificates 37,413.600 


366,120,546 

31,000,000 

26.348,206 

47,280,000 


$472,523,716  ...  $470,748,752 


Total  debt $2,186,135,516  ...  $2,387,404,363 

Interest 35,550|269  ...  42518,157 


Total  Debt,  principal  and  interest $2,221,685,785  ...  $2,229,922,520 


Cash  in  the  Treasury. 


Coin $79,881,471 

Currency 11.743,215 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law....  40,725,000 


$ 132,349,686 

Debt,  less  cash  in  the  Treasury,  Dec.  i,  1876  $2,089,336,099 
‘‘  “ * “ Jan.  2,  1877  


Increase  of  debt  during  the  past  month $457,662 

Decrease  of  debt  since  June  30,  1876. 10,103,245 


$96,517,418 

9,483,860 


31,000,000 
...  $137,001,278 


...  $ 


2,092,921,241 


$3,585,142 

6,518,103 


Bonds  issued  to  the  Pacific  Railway  Companies,  Interest  Payable  in 

Lawful  Money. 

Principal  outstanding $64,623,512  ...  $64,623,512 

Interest  accrued  and  not  yet  paid 1,615,587  ...  1,938,705 


Interest  paid  bv  the  United  States 32.080,218  ...  32,080,218 

Interest  repaid  by  transportation  of  mails,  &c.  6,990,335  ...  7,004,507 


Balance  of  interest  paid  by  the  U.  S...  $25,089,882  ...  $25,075,710 
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IMPORTS  AND  EXPORTS 

of  the  United  States  for  the  month  ended  November  30,  187^  and  for  the 
eleven  months  ended  the  same,  compared  with  the  corresponding  periDds  of 
1875.  Prepared  and  published  by  the  United  States  Bureau  of  Statistics. 

IMPORTS — VALUES. 

r^Month  endtd  Nov.  30.— ^ ^11  Monthi  ended  Nov.  30.— ^ 
1876.  *875.  1876.  *875. 

$ $ $ $ 

20,041,356 . 23,943,044 . 281,203,709 . 339»o82,336 
16,401,044  . i5,i59»579  • 135.634*648 . 154,213.185 


Total  coin  and  bullion 

....  6,904,222  . 

. 2,206,280  . 

22,595,111 

. 21,457.340 

Total  merchandise 

....29,538,178. 

• 36.896,343  • 

394.*43.*46 

. 471,838,181 

Total  imports 

....  36,442,400 . 

, 39,102,623 , 

, 416.838,357 

- 493.295.52* 

Entered  for  consumption 28,420,865 . 29,414,925 . 296,034,494 . 347.367.657 

Entered  for  warehouse. 7. 553, 802  . 9,137,926  . 113,26^930 . 137,693,362 

Entered  for  immediate  trans- 
portation to  interior  ports 

without  appraisement 46?.733  • 549.77*  • 7.534,933  • 3.*34.5«» 

Brought  in  cars  and  other  land 

vehicles 1,165,413.  1,290,046.  10,252,638.  11,6208 

Brought  in  American  vessels...  7,513,217  . 10,263,971  . 125,124,442 . 144,083,877 

Brought  in  foreign  vessels 27,763,770 . 27,548,606 . 281,461,277 . 337,599,626 

, DOMESTIC  EXPORTS. 

Shipped  in  cars  and  other  land 

vehicles 525.457-  4«5.*78.  3.405,761.  5.374.029 

Shipped  in  American  vessels...  15,155,046  . 18,270,612  . 140,410,132  . 142,586,834 

Shipped  in  foreign  vessels......  48,519,4^  . 43,584,628 . 462,879,919 . 422,643,491 

Grand  total 64,199,932 . 62,270^418 . 606,695,812 . 570^604,354 

Total  value  of  merchandise 

(mixed  values) 62,315,081 . 59,73CS388 . 560,858,361  . 502,896,827 

Total  value  of  coin  and  bullion.  1,88^851.  2,540,039.  451837,451.  67,707,527 

Gold  value  of  merchandise 57,468,722 . 52,440,980 . 504,33^^7 . 440,619,018 


FOREIGN  EXPORTS. 

Total  dutiable *>387,991.  1,088,406.  9,197,167.  9,208,068 

Total  free  of  duty 736,259.  1,181,058.  19,141,318.  12,072,165 


Total  value  of  coin  and  bullion 

5*3,09*  • 

9*0,363  • 

7,124,162  . 

8,945,687 

Total  value  of  merchandise.... 

1.611,159 . 

1,349,101  . 

*3.2*4*323  • 

>*,334,546 

Aggregate 

2,124,250 . 

2,269,464  . 

*0,338,485  • 

21,280,233 

From  warehouse.., 

>,355.903  ■ 

977, 5 >*  • 

8,898,043  . 

8,595,  >87 

Not  from  warehouse 

769  347  • 

1,291,952  . 

>1,439,54*  ■ 

12,685,026 

Exported  in  cars  and  other  land 
vehicles 

225,710 . 

181,143  • 

1,769,008  . 

2,267,460 

Exported  in  American  vessels. 

1,105,087 . 

369,518  . 

6,564,404  . 

9,849,567 

Exported  in  foreign  vessels 

793.453  • 

i,7>8,843  • 

>*.065,073  . 

9,163,206 

Remaining  in  warehouse  November  30,  1876,  $3i,oxa,x4i.  Remaining  in  warehouse  November 
30,  1875,  140,743,6x6. 


Total  dutiable 

Total  free  of  duty. 
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NOTES  ON  THE  MONEY  MARKET. 

NEW  YORK,  JANUARY  23,  1877. 


Exchange  on  London  at  eixty  days'  sights  4.83  a 4.83^,  in  gold. 


The  Treasury  has  issued  two  calls  for  bonds  during  the  month,  amounting 
tc^ether  to  twenty  millions.  There  is  said  to  be  a lively  anticipation  of  a 
European  demand,  when  the  political  and  financial  horizon  begins  to  clear  up, 
which  is  a two-fold  contingency  that  is  now  more  likely  soon  to  be  reaU 
ized,  than  it  appeared  last  month.  The  general  outlook  of  business  is  improv- 
ing, and  mercantile  credit  is  in  a similar  condition.  On  the  whole,  in  the 
monetary  circles,  more  of  the  indications  of  ease  and  low  rates  prevail  than 
of  activity  or  of  an  advance. 

The  rates  for  loans  are  somewhat  easier  and  the  demand  is  light.  The  accu- 
mulation of  idle  capital  is  increasing  as  is  shown  by  the  subjoined  statement  of 
the  New  York  Clearing  House  Banks : 

Legal  Excess  0/ 

X876.  Loans.  Specie,  Tenders.  Circulation,  Deposits.  Reserve. 

Dec.  23 #252,684,000  . #27,659,800  .#35.546, 900  •#iS.*37,8oo  .#206,170,700  . #11,664,025 

“ 30 253,328,600  ..  33.049.700  ••  34.975.*oo  ..  15,268,700  ..  212,461,109  ..  14,909,525 

1877. 

Jan.  6 254,800,100  ..  38,370,800  ..  35,283,200  ..  15,503,400  ..  220,783,600  ..  18,458,100. 

" >3 254,170,400  ..  39,737,400  ..  37.042,900  ..  15,517,300  ..  223,808,300  ..  20,813,225 

“ ao 252,401,900  ..  40,974,900  ..  40,128,800  ..  15,491,900  ..  227,342,800  ..  24,268,000 

The  Clearing-House  exhibit  of  the  Boston  banks  for  the  past  month  is  as. 
below : 


1876. 

Loans. 

specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

Dec.  23.. 

#«3>,947.<»«>  • 

•••#3,217,900 

••••#6,736,800  ... 

. # 77,968,200 

• #22,147,200. 

" 30- • 

> . . 4,286,400 

....  6,955,400  ... 

• 78,933,800 

....  22,503,100 

1877. 

Jan.  6... 

•••  5,343.200 

....  5,800,500  ... 

. 79,851,800 

....  22,263,500. 

13.* 

......  132,859,000  . 

•••  5,885,300 

••••  5,059,900  .. 

• 79,*3o,»oo 

....  22,624,100. 

**  20... 

...  5,667,300 

•••  4,736,400  .. 

• 77,328,900 

....  22,435,900 

The  Philadelphia  bank  statements  for  the  same  time  are  as  follows  : 

1876. 

Loans. 

Specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

Dec.  23. . 

...  #968,768 

....#14,133,410  ... 

..  #51,102,321 

....#10,173,643. 

" 30.. 

...  1,269,116  1 

••••  14,379,84a  •• 

. 52,224,997 

...  10,208,910 

1877. 

Jan.  6... 

...  1,580,964 

....  14,231,455  .. 

• 51,832,734 

....  10,182,868 

'•  13.. 

...  2,050,173 

....  14,061,208  ... 

• 5*»497,2o6 

....  10,203,456 

ao... 

...  2,061,351 

....  14,179,828  ... 

. si,6«4»i67 

....  10,167,551 
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The  movement  of  currency  sets  actively  towards  this  City,  and  the  legal  ten- 
ders have  risen  in  New  York  to  forty  millions,  showing  an  increase  of  three 
millions  during  the  past  week.  The  following  table  exhibits  the  greenback 
movement  in  the  New  York  City  Banks  during  the  last  quarter  of  the  year 
1876,  as  compared  with  same  period  of  the  four  previous  years : 

GREENBACK  MOVEMENT  IN  THE  NEW  YORK  CITY  BANKS,  SEPTEMBER  TO 

DECEMBER,  1 872- 1 876. 

1872.  1873.  1874.  1875.  1876. 

Sept.  i6-ao $44,467,000  ..  $34,307,900  ..  $65,324,900  ..  $67,938,000  ..  $59,223,100 

Oct.  21-26 52,842,100  8,777,700  ..  58,830,800  ..  54,702,900  ••  48,740,200 

Dec.  27-31 41,119,600  ..  44,664,000  ..  47,163,400  ..  39,924,900  ..  34,975,100 

From  these  figures  it  will  be  seen  that  the  tidal  movements  of  the  greenback 
reserves  have  not  been  quite  so  active  as  in  former  years,  and  the  return  flow 
is  now  going  on  so  that  of  specie  and  greenbacks,  the  banks  now  hold 
$24,268,000  in  excess  of  the  minimum  reserve  required  by  the  law. 

The  stock  market  shows  more  activity,  and  the  general  tone  of  prices  is  bet- 
ter. Government  bonds  close  strong,  and  there  is  a good  demand  from  savings 
banks,  trust  companies,  financial  corporations,  and  from  investors.  In  some 
quarters  an  active  demand  is  looked  for  flrom  abroad.  The  Syndicate  are 
expected  to  propose  to  the  treasury  to  make  another  call  of  bonds  sometime 
next  month.  A Washington  despatch  says  that  the  treasury  authorities  at 
Washington  are  satisfied,  from  the  tone  and  temper  of  the  advices  from  Europe 
as  to  the  funding  operations,  and  the  prospects  of  the  new  four  and  a half  per 
cent,  bonds,  that  the  financial  credit  of  the  Government  will  be  fully  main- 
tained, and  that  the  outlook  is  more  promising  for  a successful  continuance  of 
the  funding  process  than  for  some  time  past.  A still  more  satisfactory  inference 
might  have  been  deduced  if  we  had  been  funding  our  longer  bonds  at  four  per 
cent. 

When  Mr.  Hatch  (of  the  banking  firm  of  Messrs.  Fisk  and  Hatch)  argued 
this  question  before  a committee  of  Congress,  a short  time  since,  he  presented 
various  calculations  founded  on  the  market  prices  of  several  descriptions  of 
bonds,  and  by  each  separate  process  of  reasoning  he  reached  the  same  conclu- 
sion that  the  credit  of  the  United  States  is  already  a four  per  cent,  credit.  The 
varying  premium  on  gold  and  the  uncertainty  as  to  how  long  the  bonds  will  be 
permitted  to  nm  after  they  become  redeemable,  render  perfect  exactness  unat- 
tainable in  such  computations;  but  in  Mr.  Hatch’s  argument  before  the  Con- 
gressional Committee  he  applied  the  same  reasoning,  with  the  same  result,  to 
a class  of  bonds  which  are  not  affected  by  these  elements  of  uncertainty.  He 
showed  that  the  United  States  currency  sixes  with  eighteen  years  to  run  paid 
only  four  per  cent,  at  their  then  current  price  of  125  49-100;  those  having 
nineteen  years  to  run  paid  only  four  per  cent,  at  their  current  price  of  126  44- 
100,  and  those  having  twenty  years  to  run  paid  only  four  per  cent,  at  their 
price  of  127  36-100. 

With  some  modifications  arising  out  of  the  later  fluctuations  in  prices  a simi- 
lar argument  might  easily  be  made  out  now.  Railroad  bonds  are  quiet  and 
Arm.  State  bonds  show  an  improved  tone  in  consequence  of  the  agitation  as  to 
the  new  board  of  arbitration  constituted  to  readjust  and  consolidate  on  impartial 
and  equitable  terms  the  debts  of  the  Southern  States  which  are  in  default. 
Subjoined  are  our  usual  quotations : 
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Quotations  : 

Dec.  28. 

yuM.  3. 

yan.  9. 

yitM.  x6. 

yan.  23. 

Gold 

107 

X07 

105K 

I06H  . 

xo6j4 

U.  S.  5-208,  1867  Coup. 

ti6H  .. 

i>3«  . 

”3^ 

«»35<  • 

»*3?i 

U.  S.ncw  X0-40S  Coup. 

xi3>^  •• 

• 

112% 

**3 

”4 

West.  Union  Tel.  Co. . 

7*H  .. 

72V* 

7^H 

76 

76% 

N.  Y.  C.  & Hudson  R. 

xoofi  •• 

xox 

X02 

toifi  . 

X04H 

Lake  Shore 

57^  .. 

S6H  • 

5454 

54H  . 

5754 

Chicago  & Rock  Island 

xos 

xooH  . 

xoiii 

lo.Ji  . 

I02}4 

New  Jersey  Central. . . 

35?^  •• 

36K  . 

.36 

34 

34 

Del.  Lack.  & West.... 

71H  •• 

76J4 

75H 

75K  . 

74H 

Delaware  & Hudson. . 

69%  .. 

73^ 

73 

7054  . 

69 

North  Western 

36J<  .. 

36M  . 

3654 

3654  . 

3754 

Pacific  Mail 

24 

*4 

»3H 

24 

*554 

Erie 

.. 

xo 

9H 

9H  • 

10^ 

Call  Loans 

3%^  7 •• 

5 7 • 

5 @ 7 

5 @ 6 

4 @ 5 

Discounts 

5^  @ 8 .. 

6 @ 8 . 

@ 8 

. 5 8 . 

454  @ 6M 

Bills  on  London 

4.84-4.86  .. 

4.84-4.86  . 

4.84-4.86 

4.8354-4.85^. 

4.8354-48554 

T reasury  balances,  cur. 

$40,945,205.. 

$4*.o34.353  . 

$ 40.897,64s 

$40,276,879 . 

$4**338,53* 

Do.  do.  gold. 

$66,970,988.. 

$64,890,771  . 

$65,031,614 

$66,457,89X  . 

$68,25x,246 

Railroad  shares  are  firmer  with  an  augmenting  volume  of  business,  and  an 
.apparent  indication  of  more  activity  in  the  early  future.  The  coal  shares  afe 
more  steady  and  are  being  quietly  absorbed  for  investment  at  present  prices  by 
strong  capitalists.  Gold  has  fallen  below  a hundred  and  six  for  the  6rst  time 
since  the  month  of  June,  1862.  The  lowest  price  that  has  previously  been 
struck  during  the  last  fifteen  years  was  on  October  i6th,  1873  when  the  price 
fell  to  107  3-4.  From  which  point  it  gradually  rose  to  on  October  5th, 

1875.  Since  that  date  it  has  gradually,  and  with  spasmodic  fluctuations, 
sunk  to  106  or  a fraction  lower.  Should  war  break  out  between  Russia  and 
Turkey,  it  is  thought  by  some  persons  that  the  other  great  European  powers 
will  of  necessity  be  dragged  into  the  struggle  and  that  the  prospects  of  our 
securities  in  Europe  will  be  so  much  impaired  as  to  cause  a large  amount  of 
bonds  to  be  thrown  upon  the  European  markets,  and  to  return  to  this  country. 
In  that  event  an  export  of  gold  from  this  port  is  one  of  the  results  which 
might  be  looked  for.  How  far  this  expectation  is  founded  upon  solid  grounds 
we  cannot  at  present  affirm  with  any  approach  to  certainty.  Quite  a number 
of  capitalists,  and  financial  institutions  have,  however,  been  purchasing  gold  on 
the  strength  of  this  expectation.  At  the  present  price  gold  certainly  looks 
cheap  especially  in  view  of  the  imcertainty  as  to  the  Eastern  complications. 

The  movements  of  our  foreign  trade  are  growing  more  favorable.  In  Novem- 
ber the  gold  value  of  merchandise  exports  reached  the  amount  of  $ 57,278,754, 
a sum  which  was  never  exceeded  in  the  history  of  our  foreign  commerce, 
except  in  December,  1873,  and  in  January,  1874.  The  value  of  merchandise 
imports  was  during  November  only  $ 30,470,466,  and  the  foreign  exports  were 
$ 1,556,976.  The  net  result  of  this  trade  was  a balance  in  favor  of  this  coun- 
try of  $28,365,264,  for  a single  month.  We  have,  however,  been  accustomed 
of  late  to  a heavy  excess  of  exports.  For  the  eleven  months  ending  November 
30th,  there  was  an  export  of  domestic  merchandise  to  the  value  of  $504,195,777, 
in  gold.  The  foreign  exports  were  $13,160,140.  while  the  imports  of  merchan- 
dise were  only  $395,301,484.  The  favorable  balance  was,  therefore,  $122,054- 
433  goJd.  Estimated  in  the  same  way,  the  adverse  balance  in  the  first 
eleven  months  of  1875  $18,874,617.  The  sum  of  the  two  amounts, 

upward  of  140  millions,  represents  the  improvement  in  the  balance  of  trade 
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that  has  taken  place  in  one  year.  These  facts  though  they  have  in  some  quar- 
ters been  much  misunderstood  and  misrepresented  are  important,  and  the  fur- 
ther movements  of  our  commerce  will  be  watched  with  interest. 

The  money  market  is  so  easy  that  it  is  less  agitated  than  usual  by  the  revi- 
val in  this  state  of  the  agitation  against  the  usury  penalties.  We  have  often 
showed  that  the  present  condition  of  the  usury  laws  in  the  various  States  of 
the  Union  is  such  that  their  unification,  in  conformity  to  the  usury  provisions 
of  the  National  Currency  Act,  was  certain  to  take  place  within  a brief  period. 
This  year,  in  Albany,  the  bill  will  probably  pass  which  is  elsewhere  dis- 
cussed, for  the  remodeling  of  the  usury  laws  of  this  State,  so  as  to  make 

them  conform  to  the  federal  law.  A petition  has  been  presented  ask- 
ing the  Legislature  to  remove  the  mischievous  anomalies  from  the  statute 
book,  which  the  usury  laws  of  this  State  now  present.  At  Albany,  three 
years  ago,  a bill,  at  the  instance  of  the  friends  of  usury  reform,  passed 
both  houses  of  the  Legislature,  and  was  only  prevented  from  becoming  a law 
by  an  error  of  judgment  on  the  part  of  its  supporters,  when,  for  political 
purposes,  its  re-consideration  was  put  to  the  vote.  A repetition  of  that  mis- 
take will  not,  it  is  hoped,  defeat  so  important  a reform  this  year.  We  sub» 

join  our  usual  statistics  as  to  the  currency  and  bank  movements: 


IVieek  Notes  in  Bonds  /or  Bonds  /or  Coin  in  Coin 

ending  circulation.  circulation.  U.  S.  deposits.  Greenbacks.  Treasury.  Cerii/cates. 

1876. 

July  18....  33*, 839, 109  ..  340,249,850  ..  18,723,000  ..*369,772,284  ..  61,848,009  ..  3c, 588,600 

Aug.  26....  326,562,064  ..  338,823,850  ..  18,723,000 62,580,612  ..  25,120,000 

Sept.  16 324,832,877  ..  337,3*8,650  ..  18,743,000  ..*369,334,604  ••  63,204,594  ..  31,678,100 

Oct.  22....  324,970,132  ..  337,289,800  ..  19,155,000  ..*368,494,740  ..  71,273,106  ..  32,210,100 

Nov.  18....  320,6x2,289  ..  337,849,800  ..  19,103,000  ••*367,535*7*6  ..  79,77*,7»5  ••  36,224,300 

Dec.  19.....  319,894.894  ..  337,602,80*  ..  18,967,000  ..  356,569,800  ..  

Jan.  20 319,108,061  ..  338,545,200  ••  *9,062,800  ..  

* Outstanding  greenbacks. 


In  connection  with  the  recent  movements  for  adjusting  the  Southern  State 
debts,  it  is  reported  that  a joint  committee  of  the  North  Carolina  Legislature, 
has  unanimously  reported  against  a proposition  of  bondholders  of  the  State, 
representing  $ 21,407,383,  to  fund  the  State  debt  at  the  rate  of  fifty  per  cen- 
tum of  the  principal  and  accrued  interest.  The  bondholders  assert  that  the 
taxpayers  of  the  State  can  bear  a taxation  of  seventy-five  cents,  on  the  hund- 
red dollars  instead  of  sixty  cents,  the  present  rate,  but  the  Committee  do  not 
accept  this  view.  It  is  to  be  regretted  that  the  proposition  in  question  has  been 
made  until  the  Board  of  Adjustment  has  been  organized,  so  that  the  whole  of 
the  fact  could  be  submitted  to  that  tribunal,  for  mature  and  deliberate  consid- 
eration. 


DEATHS. 

At  Xenia,  Ohio,  on  Tuesday,  December  26th,  1876,  aged  seventy-two  years, 
Abraham  Hivling,  President  of  the  First  National  Bank  of  Xenia. 

At  St.  Louis,  Mo.,  on  Friday,  January  12th,  aged  fifty  years,  Ch.arles 
Enslin,  Cashier  of  the  Bank  of  Commerce. 
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One  of  the  most  timely  and  useful  contributions  to  the 
banking  annals  of  the  United  States  appears  in  the  early 
part  of  the  Report  of  the  Comptroller  of  the  Currency, 
lately  presented  to  Congress.  Mr.  Knox  has  given  a sketch 
of  the  earlier  as  well  as  the  more  recent  progress  of  bank- 
ing in  the  several  States,  and  his  account  is  not  only  full 
and  elaborate,  but  it  is  derived  to  a great  extent  from 
original  sources,  from  Government  documents  and  from  scarce 
volumes  which  are  now  difficult  to  procure.  A few  months 
ago  we  gave  in  the  Banker’s  Magazine  several  articles  on 
the  History  of  Banking  in  Massachusetts  and  we  propose  to 
prepare  hereafter  similar  papers  on  the  banking  progress  of 
other  States.  We  now  proceed  to  give  some  account  of 
the  New  York  Banking  System,  drawing  copiously  from 
the  abundant  materials  compiled  by  the  Comptroller  of  the 
Currency, 

Under  the  common  law,  banking  was  free  in  the  State  of 
New  York.  But  the  common  law  right  was  so  liable  to 
abuse,  that  it  received  at  a very  early  period  restrictions 
which  were  the  more  readily  acquiesced  in,  because  of  the 
limited  liability  privileges  with  which  these  restrictions  were 
rendered  acceptable  to  the  incorporators  and  stockholders  of 
the  banks.  The  first  incorporated  bank  was  chartered  by  the 
New  York  Legislature  March  21,  1791.  It  was  called  the 
Bank  of  New  York,  and  when  it  received  its  charter  it  had 
been  for  seven  years  conducting  its  business  as  a private 
43 
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banking  partnership,  under  articles  of  Association  drawn  by 
Alexander  Hamilton,  who  was  a member  of  its  first  Board  of 
Directors.  The  Bank  of  New  York  was  the  third  bank 
organized  in  the  United  States.  Its  capital  was  $900,000,  in 
shares  of  five  hundred  dollars  each.  The  State  subsequently 
subscribed  for  one  hundred  shares,  making  the  capital 

? 1950,000,  and  the  bank  commenced  business  on  May  2,  1791. 
n 1832  the  capital  was  increased  to  one  million  dollars 
by  a State  subscription  of  fifty  thousand  dollars,  fifteen 
thousand  of  which  was  for  the  use  of  common  schools, 
twenty  thousand  for  Union  College,  and  fifteen  thousand  for 
Hamilton  College.  On  May  i,  1852,  it  was  reorganized  as  a 
free  bank  under  the  general  laws  of  the  State,  with  a capital 
of  $2,000,000.  On  January  6,  1865,  it  became  a National 
bank,  the  capital  having  previously  been  increased  to 
$3,000,000.  During  its  seventy-four  years  of  existence  as  a 
State  bank  it  paid  162  dividends,  varying  in  amount  from 
three  to  five  per  cent,  semi-annually,  averaging  a little  more 
than  eight  per  cent,  per  annum,  and  amounting  in  all  to  over 
six  times  its  capital.  Since  it  became  a National  bank  divi- 
dends have  been  declared  at  the  rate  of  ten  per  cent,  per 
annum.  The  gross  losses  during  the  history  of  the  bank 
amount  to  about  $750,000,  having  never  exceeded  one-quarter 
to  one-half  of  one  per  cent,  of  capital  during  any  single 
year,  except  during  the  intervals  from  1837  to  1842,  and  from 
1873  to  1^75*  The  bank  was  a favorite  of  the  Federal  party 
at  the  time  of  its  organization. 

Between  the  dates  of  incorporation  of  the  Bank  of  New 
York  and  of  the  declaration  of  war  with  Great  Britain,  on 
June  II,  1812,  nineteen  banks  were  chartered  by  the  Legis- 
lature, with  an  authorized  capital  of  $18,215,000.  Among 
these  banks  were  the  Manhattan  Company,  Merchants’, 
Mechanics’,  Union,  Bank  of  America,  and  City  Bank,  all  of 
New  York  City  ; the  New  York  State  and  the  Mechanics  and 
Farmers’,  of  Albany,  and  the  Bank  of  Utica.  Seven  of  these, 
including  the  Bank  of  New  York,  have  become  National 
banks,  while  three  of  them  are  at  present  the  leading  banks 
organized  under  State  laws,  and  all  have  maintained  a high 
credit  from  the  date  of  their  organization  to  the  present 
time.  Twenty-four  additional  banks  were  chartered  between 
1812  and  the  date  of  the  passage  of  the  Safety-fund  Act  in 
1829,  the  amount  of  chartered  capital  at  the  latter  date 
being  $25,105,000,  of  which  amount  $13,770,000  was  author- 
ized for  banks  in  New  York  City. 

In  1799  the  Bank  of  New  York  was  under  the  control  of 
federalists,  and  both  branches  of  the  Legislature  were  in  the 
hands  of  that  party.  As  it  was  not  probable  that  any  bank 
to  be  controlled  by  opposition  would  be  authorized  a bill  was 
prepared,  largely  through  the  influence  of  Aaron  Burr,  autho- 
rizing a company,  with  a capital  amounting  to  $2,000,000, 
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to  supply  the  city  of  New  York  with  water,  and  providing 
that  the  surplus  capital  might  be  employed  in  the  purchase 
of  public  or  other  stocks,  “ or  in  any  other  money  transac- 
tion or  operation  not  inconsistent  with  the  laws  and  Con- 
stitution of  the  United  States  or  of  the  State  of  New  York.” 
The  real  purpose  of  the  Act  was  concealed,  the  majority  of 
the  Legislature  not  perceiving  that  the  charter  contained  a 
grant  for  banking  purposes,  and  the  Act,  which  incorporated 
the  Manhattan  Company,  was  passed  under  this  misapprehen- 
sion. In  1792  the  Bank  of  Albany  was  chartered,  capital 
$240,000.  “In  1793  the  Bank  of  Columbia,  located  at  Hud- 
son, where  it  was  proposed  to  open  a foreign  trade  and 
establish  a whale-fishery  business,  by  a company  from  Rhode 
Island,  was  chartered,  with  a capital  of  $160,000.”* 

In  the  year  1803  application  was  made  to  the  Legislature 
for  the  charter  of  the  New  York  State  Bank,  at  Albany.  The 
applicants  for  the  charter  alleged  that  the  Bank  of  Albany 
was  owned  by  federalists,  and  was  so  managed  as  to  be 
oppressive  to  business  men  who  were  republicans.!  They 
also  petitioned  the  Legislature  that  the  charter  for  the  bank 
should  grant  to  them,  exclusively,  the  Salt  Springs  in  the 
State  for  say  sixty  years,  on  the  condition  that  the  price  of 
salt  at  the  salt-works  should  not  exceed  five  shillings  per 
bushel,  and  that  they  should  pay  annually  to  the  State 
$3,000  for  the  first  ten  years,  $3,500  for  the  second  ten 
years,  and  $4,000  annually  thereafter.  The  bill  was  reported, 
including  a clause  granting  the  exclusive  right  to  the  Salt 
Springs  ; but  this  clause  was  subsequently  stricken  out,  and 
the  charter  granted  with  an  authorized  capital  of  $460,000. 

The  Merchants*  Bank  of  New  York  applied  for  a charter 
at  the  same  session  at  which  the  charter  of  the  State  Bank 
was  granted.  Through  the  influence  of  the  Clintons  and 
Livingstons  the  charter  for  the  State  Bank  at  Albany  was 
granted.  “ The  ground  taken  in  its  favor  was  that  the  only 
three  banks  in  the  State  of  New  York — the  Bank  of  Columbia 
at  Hudson,  the  Bank  of  Albany,  and  the  Farmers*  Bank 
near  Troy — were  all  in  the  hands  of  the  federalists.  The 
republican  character  of  this  new  bank  and  the  passage  of 
its  charter  were  both  secured  by  admitting  all  the  Clintonian 
members  of  the  Legislature  to  subscribe  for  a certain  num- 
ber of  shares.  The  prevailing  party  in  the  Legislature 
refused  a charter  to  the  Merchants’  Bank,  already  in  opera- 
tion under  articles  of  copartnership,  and  also  to  a moneyed 
corporation  applied  for  by  the  friends  of  Burr.*’|  The  Mer- 
chants* Bank  of  New  York,  disappointed  in  obtaining  a char- 
ter in  1803,  had  continued  business  under  its  articles  of 
association.  A fresh  application  for  a charter  had  been  made 

• Hammond* s Political  History  o/  Nrtv  York,  vol.  x,  p.  324. 

f Ibid.,  p.  328. 

X Hildreth's  History  0/  the  United  States,  vol  5,  p.  477. 
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in  1 804  ; but  instead  of  granting  one,  the  Legislature  of  that 
year  passed  an  Act  prohibiting  banking  by  unincorporated 
companies,  under  severe  penalties,  declaring  notes  or  other 
securities  for  the  payment  of  moneys  to  such  companies 
absolutely  void,  and  giving  the  Merchants’  Bank  one  year  in 
which  to  wind  up  its  affairs.  Similar  acts  for  the  restraint 
of  private  banking  had  recently  been  passed  in  Massachu- 
setts, copied  from  the  old  Act  of  Parliament  of  1741,  the 
first  enforcement  of  which  in  New  England  had  almost  pro- 
duced a rebellion.  The  stockholders  of  the  Merchants’  Bank, 
not  discouraged,  again  made  their  appearance  at  Albany. 
The  leading  democrats,  from  their  concern  in  the  Manhattan 
and  other  banks,  were  not  only  deeply  interested  in  keeping 
up  a monopoly,  but  they  also  considered  it  quite  intolerable 
that  an  association  of  federalists  should  presume  to  ask  a 
democratic  Legislature  for  a bank  charter.  After  very  hot 
debates  and  a violent  altercation,  in  which  two  senators,  both 
having  the  title  of  judge,  came  to  actual  fisticuffs  within  the 
senatorial  precincts,  the  bill  of  incorporation  passed  the 
Senate  by  a majority  of  three  votes.”* 

We  now  enter  upon  the  second  period  in  the  history  of  our 
banking  system  in  New  York.  The  old  common-law  right 
of  banking  was  still  enjoyed  by  private  individuals,  and  the 
statue  of  1804  deprived  of  this  privilege  the  chartered  banks 
only. 

No  further  serious  contests  over  bank  charters  occurred 
until  1812,  when  application  was  made  for  the  incorporation 
of  the  Bank  of  America  with  a capital  of  six  millions.  The 
applicants  offered  a bonus  of  $600,000  to  the  State,  of 
$ 400,000  to  the  common  school  fund,  $ 100,000  to  the  literary- 
fund,  and  $ 100,000  to  be  paid  into  the  treasury  at  the  end  of 
twenty  years,  provided  that  no  other  bank  should  in  that 
time  be  chartered.  One  million  of  dollars  was  to  be  loaned 
to  the  State,  to  be  used  in  constructing  canals,  and  one  mil- 
lion to  farmers.  The  enacting  clause  of  the  bill  for  charter- 
ing the  bank  passed  the  Assembly  by  a vote  of  52  to  46. 
Disclosures  were  made  of  attempts  by  the  applicants  to  bribe 
members  of  both  houses,  but  the  bill  passed  the  assembly  by 
a vote  of  58  to  39.  When  it  became  evident  that  the  bill 
would  pass  the  Senate,  Governor  Tompkins,  who  was  subse- 
quently twice  elected  Vice-President  of  the  United  States, 
sent  a message  to  the  two  houses  proroguing  the  legislature 
until  May  following,  under  authority  of  a clause  in  the  Con- 
stitution of  1777.  One  cause  assigned  by  the  governor  for 
this  action  was  that  sufficient  proof  had  been  furnished  him 
to  show  that  the  bank  applicants  had  used,  or  attempted  to 
use,  corrupt  means  to  secure  the  charter.f 

The  charter  was  granted,  but  the  capital  was  subsequently 

♦ Hildreth’s  History  of  the  United  iUates^  vol.  5,  pp.  548-50. 

t Hamvtona* s Political  History  0/  New  York^  vol.  i,  p.  309:  Buf&lo,  1850. 
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reduced  to  $2,000,000,  and  the  subsidy  to  the  State  dimin- 
ished to  $ 100,000.  Books  for  subscription  to  the  stock  were 
opened  in  ten  different  States,  and  stock  in  the  United  States 
Bank,  whose  charter  had  just  expired,  was  received  in  sub- 
scription to  the  stock  of  this  bank,  and  also  of  the  City 
Bank,  which  was  organized  during  the  same  year.  The  City 
Bank  was  to  pay  $120,000  to  the  State  for  school  purposes, 
which  amount  was  subsequently  reduced  to  $60,000. 

A clause  was  inserted  in  the  Constitution  of  1821  which 
required  the  assent  of  two-thirds  of  both  branches  of  the 
Legislature  in  order  to  incorporate  a moneyed  institution. 
The  only  effect  of  the  restrictive  clause  was  to  increase  the 
evil  by  rendering  necessary  a more  extended  system  of  cor- 
ruption.* 

The  third  period  commenced  with  the  organization  of  the 
safety-fund  banks,  which  were  founded  to  stop  the  abuses 
and  to  prevent  the  dangers  that  were  so  productive  of  scan- 
dals and  disasters.  The  safety-fund  system  of  banks  was 
recommended  by  Mr.  Van  Buren  in  his  message  as  governor 
in  1829,  and  the  act  establishing  it  passed  the  Legislature 
and  became  a law  on  April  2 of  that  year.  Forty  banks 
were  then  in  operation,  and  their  charters  were  about  to 
expire.  It  is  said  to  have  been  suggested  by  a system  which 
originated  with  the  Hong  merchants  in  China,  by  which 
each  member  contributed  to  uphold  and  cherish  the  weak 
members  of  the  Hong.f  The  act  authorized  the  issue  of  cir- 
culating-notes not  exceeding  twice  the  amount  of  capital  paid 
in,  and  limited  the  loans  to  twice  and  one-half  the  amount 
of  the  capital.  The  feature  of  most  importance  in  the  act 
was  the  establishment  of  a common  fund,  by  a provision 
requiring  every  banking  corporation  thereafter  organized,  or 
whose  charter  should  be  renewed  or  extended,  to  pay  annu- 
ally to  the  treasurer  of  the  State  a sum  equal  to  one-half  of 
one  per  cent,  of  its  capital  stock  paid  in;  the  payments  to  be 
continued  until  every  such  corporation  had  paid  into  the 
treasury  three  per  cent,  upon  its  capital  stock.  The  fund 
thus  created  was  made  applicable  to  the  payment  of  the  cir- 
culation and  other  debts  of  any  insolvent  bank  contributing 
to  the  same.  If  the  fund  became  at  any  time  diminished  by 

payments  from  it,  each  bank  was  required  to  renew  its 

annual  contribution  until  the  deficiency  was  restored. 

Contributions  to  the  fund  were  first  made  in  1831.  In 

i84i-*42  eleven  of  the  safety-fund  banks  failed,  with  an 

aggregate  capital  of  $3,150,000.  The  sum  which  had  been 
paid  into  the  fund  by  these  banks  was  but  $86,274;  while 
the  amount  required  for  the  redemption  of  their  circulation 
was  $ 1,548,588,  and  for  the  payment  of  claims  of  their  other 

f Ibid,,  p.  328. 

• Letter  of  Abijah  Mann,  page  37,  in  Banks  and  Banking  in  the  Stats  of  New  York  by 
A.  C.  Flagg,  late  Comptroller.  1868. 
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creditors  $1,010,375,  making  a total  of  $2,558,933.  Accord- 
ing to  the  report  of  the  State  Comptroller,  made  in  1849,  the 
whole  amount  contributed  to  the  fund  down  to  September 
30,  1848,  was  but  $ 1,876,063  ; and  even  if  full  payments,  as 
required  by  law,  had  been  made  by  all  the  banks  organized 
under  the  system,  the  fund  would  still  have  been  insufficient 
to  pay  the  deficiency  occasioned  by  the  insolvency  of  these 
eleven  banks.  This  deficiency  was  subsequently  provided  for 
by  the  issue  of  a six-per-cent,  stock  by  the  State,  to  be 
re-imbursed  largely  by  new  contributions  from  the  banks. 
During  the  year  1842  the  act  was  so  amended  that  the 
safety-fund  became  a security  only  for  the  notes  in  circula- 
tion, and  not  for  the  other  debts  of  the  banks.  The  safety- 
fund  act  did  not  provide  for  the  organization  of  new  banks  ; 
such  banks  were  still  required  to  obtain  special  charters,  as 
before  the  passage  of  the  act. 

Another  feature  of  the  system  was  the  appointment  of  three 
bank  commissioners  to  supervise  and  inspect  the  several 
banks,  and  report  annually  to  the  legislature  the  result  of 
their  investigations.  It  was  supposed  that  in  a commission 
consisting  of  three  persons  each  would  be  a check  upon  the 
others.  To  effect  this  purpose,  the  Governor  and  Senate  were 
to  appoint  one  commissioner,  the  banks  in  the  southern  por- 
tion of  the  State  another,  and  the  remaining  banks  a third. 

The  stock  of  the  safety-fund  banks  was  distributed  by 
agents  selected  from  the  neighborhood  of  the  institutions, 
and  was  in  many  instances  divided  among  the  political 
friends  or  favorites  of  the  agents.  The  bank  commissioners 
in  their  report  for  1837  say  of  this : The  distribution  of 

bank  stocks  created  at  the  last  session  has  in  very  few,  if 
any,  instances  been  productive  of  anything  like  general  satis- 
faction. In  most  instances  its  fruits  have  been  violent  con- 
tention and  bitter  personal  animosities,  corrupting  to  the  pub- 
lic mind  and  destructive  of  the  peace  and  harmony  of 
society.”  The  commissioners,  in  despair  at  the  situation  and 
the  general  complaints,  proposed  that  the  stock  should  there- 
after be  sold  at  auction. 

The  law  authorizing  the  appointment  of  commissioners  was 
changed  in  1837  so  as  to  give  the  selection  of  all  three  of 
them  to  the  Governor  and  Senate.  Hon.  Millard  Fillmore, 
Comptroller  of  the  State  of  New  York,  in  his  report  for  1849, 
says : “ This,  of  course,  brought  them  within  the  vortex  of 
the  great  political  whirlpool  of  the  State,  and  the  place  was 
sought  for  and  conferred  upon  partisan  aspirants  without 
due  regard  in  all  cases  to  their  qualifications  to  discharge 
the  delicate  trust  committed  to  them.  This  state  of  things, 
under  the  administration  of  both  the  great  political  parties 
of  the  State,  continued  until  1843  when  the  Legislature 
abolished  the  office  and  conferred  the  power  of  examining 
these  banks  upon  this  office  whenever  there  was  reason  to 
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suspect  that  a bank  had  made  an  incorrect  report,  or  was 
in  an  unsafe  or  unsound  condition  to  do  banking  business.** 

The  fourth  period  in  the  history  of  the  New  York  Banking 
System  begins  with  the  passage  of  laws  which  restricted  the 
privilege  of  banking  within  much  narrower  limits  than  had 
previously  been  known. 

The  restraining  act  of  1804,  as  has  been  seen,  prohibited 
any  person,  under  a penalty  of  one  thousand  dollars,  from 
subscribing  to  or  becoming  a member  of  any  association,  for 
the  purpose  of  receiving  deposits,  or  of  transacting  any  other 
business  which  incorporated  banks  may,  or  do,  transact  by 
virtue  of  their  acts  of  incorporation.  This  restraining  law  is 
said  to  have  been  passed  through  the  aid  of  influential  men, 
who  controlled  and  were  interested  in  banking  corporations 
then  in  existence,  its  purpose  being  to  prevent  private  bank- 
ing institutions  from  continuing  business.  This  law  prohibited 
associations  of  persons  from  doing  a banking  business  ; but 
individuals  and  incorporated  institutions  subsequently  issued 
bills  in  denominations  as  low  as  six,  twelve,  twenty-five,  fifty, 
and  seventy-five  cents.  To  prevent  the  further  issue  by  irre- 
sponsible persons  of  currency,  in  the  similitude  of  bank-notes, 
which  had  become  a great  evil  at  the  close  of  the  war  of 
1812,  the  restraining  act  of  1818  was  passed,  which  provided 
that  no  person,  association  of  persons,  or  body-corporate, 
except  such  bodies-corporate  as  were  expressly  authorized  by 
law,  should  keep  any  office  for  the  purpose  of  receiving 
deposits,  or  discounting  notes  or  bills,  or  for  issuing  any  evi- 
dence of  debt  to  be  loaned  or  put  in  circulation  as  money. 
This  law  remained  upon  the  statute  books  for  thirty-two  years, 
and,  after  various  unsuccessful  attempts,  was  finally  repealed 
in  1837,  one  year  before  the  passage  of  the  free-banking  law. 

The  fifth  period  of  the  Banking  System  of  New  York,  com- 
menced with  the  establishment  of  the  free-banking  system, 
which  was  authorized  on  April  13,  1838.  Under  its  provisions 
any  number  of  persons  was  authorized  to  form  banking  asso- 
ciations upon  the  terms  and  conditions,  and  subject  to  the 
liabilities  of  the  act.  The  law  originally  provided  that  such 
associations,  on  depositing  stocks  of  the  State  of  New  York, 
or  of  the  United  States,  or  any  State  stock  which  should  be, 
or  be  made,  equal  to  a five-per-cent,  stock,  or  bonds  and 
mortgages  on  improved  and  productive  real  estate  worth, 
exclusive  of  the  buildings  thereon,  double  the  amount  secured 
by  the  mortgage,  and  bearing  interest  at  not  less  than  six 
per  cent,  per  annum,  should  receive  from  the  Comptroller  of 
the  State,  an  equal  amount  of  circulating  notes.  Previous  to 
the  year  1843  twenty-nine  of  these  banks,  with  an  aggregate 
circulation  of  $ 1,233,374,  had  failed ; and  their  securities, 
consisting  of  stocks,  and  bonds  and  mortgages,  amounting  to 
^ 1,555,338,  were  sold  for  $953,371,  entailing  a loss  of  $601,966. 
The  avails  of  the  securities  were  sufficient  to  pay  but  seventy- 
four  per  cent,  of  the  circulation  alone.  The  losses  to  the  bill- 
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holders  occurred  only  in  the  case  of  those  banks  which  had 
deposited  State  stocks  other  than  those  of  New  York.  The 
law  was  thereupon  so  amended  as  to  exclude  all  stocks 
except  those  issued  by  the  State  of  New  York,  and  to  require 
these  to  be  made  equal  to  a five-per-cent,  stock.  An  amend- 
ment in  1848  required  that  the  stocks  deposited  should  bear 
six  per  cent,  interest  instead  of  five,  and  that  the  bonds  and 
mortgages  should  bear  interest  at  seven  per  cent.,  and  should 
be  on  productive  property,  and  for  an  amount  not  exceeding 
two-fifths  of  the  value  of  the  land  covered  by  them.  Subse- 
quently, on  April  10,  1849,  the  law  was  again  so  amended  as 
to  require  that  at  least  one-half  of  the  securities  so  deposited 
should  consist  of  New  York  State  stocks,  ana  that  not  more 
than  one-half  should  be  in  the  stocks  of  the  United  States, 
the  securities  in  all  cases  to  be,  or  to  be  made,  equal  to  a 
stock  producing  an  interest  of  six  per  cent,  per  annum,  and 
to  be  taken  at  a rate  not  above  their  par  value,  and  at  not 
more  than  their  market  value. 

The  banks  were  under  the  supervision  of  a commissioner 
appointed  under  the  safety-fund  act,  until  the  year  1843,  in 
which  year  they  were  required  to  report  to  the  State  Comp- 
troller ; but  in  1851  the  present  office  of  Bank  Superintend- 
ent was  established. 

In  1840,  a law  was  passed  requiring  the  banks  of  New 
York  to  redeem  their  notes  at  an  agency  of  the  bank,  either 
in  New  York  City,  Albany,  or  Troy,  at  one-half  of  one  per 
cent,  discount.  This  discount  was  reduced  in  1851  to  one- 
fourth  of  one  per  cent.  After  the  passage  of  this  act  two 
of  the  principal  banks  in  the  city  of  New  York  inaugurated 
a plan  of  redemption  similar  to  the  Suffolk  system.  The 
notes  of  such  associations  as  kept  a deposit  with  them  were 
returned  to  the  banks  of  issue,  and  the  discount  of  one-fourth 
of  one  per  cent,  was  divided  between  the  redemption  agent 
and  the  associations  whose  notes  were  redeemed.  Those 
banks  which  did  not  provide  the  means  for  redemption  were 
forced  to  close  up  their  affairs. 

Hon.  Millard  Fillmore,  Comptroller  of  the  State  of  New 
York,  in  his  report  for  1849,  says  : 

The  safety-fund  banks  derived  much  of  their  credit  from  the  individuals 
incorporated.  By  granting  a special  charter  in  each  case,  the  Legislature  had 
it  in  its  power,  in  some  measure,  to  control  this  matter.  The  practice  of  grant- 
ing exclusive  privileges  to  particular  individuals  invited  competition  for  these 
legislative  favors.  They  were  soon  regarded  as  part  of  the  ^»oils  belonging  to 
the  victorious  party,  and  were  dealt  out  as  rewards  for  partisan  services.  This 
practice  became  so  shameless  and  corrupt  that  it  could  be  endured  no  longer, 
and  in  1838  the  Legislature  sought  a remedy  in  the  general  banking  law.  This 
was  the  origin  of  the  free-banking  system.  Since  that  time  no  safety-fund 
bank  has  been  chartered  and  |in  i&|.6,  the  people  set  their  seal  of  reprobation 
upon  this  practice  of  granting  special  charters  for  banking  purposes,  by  provid- 
ing in  the  new  constitution  that  “the  Legislature  should  have  no  power  to  pass 
any  act  granting  any  special  charter  for  banking  purposes,  but  that  corporations 
or  associations  might  be  formed  for  such  purposes  under  general  laws'' 

The  Constitution  of  1846  also  provided  that,  after  the  year 
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1850,  stockholders  of  banks  issuing  circulating  notes  should 
be  individually  responsible  to  the  amount  of  their  shares  for 
all  debts  and  liabilities  of  every  kind,  and  that  in  the  case 
of  the  insolvency  of  any  bank  or  banking  association,  the 
bill-holders  should  be  entitled  to  preference  in  payment  over 
all  other  creditors ; and  the  Constitution,  as  amended  in  1874, 
still  contains  substantially  the  same  provisions. 

The  following  table  exhibits  the  number  of  banks  in  the 
State  of  New  York,  and  in  New  York  City,  with  their  prin- 
cipal items  of  resources  and  liabilities  in  various  years,  from 
1836  to  1876  ; the  National  banks  being  included  for  the  year 
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For  the  greater  part  of  the  foregoing  statistics  we  have 
closely  followed  Mr.  Comptroller  Knox,  quoting  his  very 
words  as  far  as  possible.  In  another  article  we  shall  con- 
tinue the  history  of  the  New  York  banks  in  somewhat 
greater  detail. 


BANK  SURPLUS  AS  A GUARANTEE  FUND. 

In  examining  the  Condition  of  our  banking  system  with  a 
view  to  forecast  its  future  movements  in  connection  with  the 
money  market,  it  is  instructive  to  watch  the*  changes  which 
from  time  to  time  develop  themselves  in  popular  opinion 
and  especially  in  the  current  discussions  of  the  financial  com- 
munity. For  some  years  prior  to  the  panic  of  1873  the 
public  mind  was  more  frequently  agitated  about  the  reserves 
of  cash  held  by  the  banks  than  as  to  almost  any  other 
point  relating  to  the  detail  of  our  banking  management.  In 
the  debates  in  Congress,  in  the  Comptroller’s  reports,  in  the 
financial  articles  of  the  leading  newspapers,  and  in  nearly  all 
the  criticisms  of  American  banking  from  foreign  sources,  the 
cash  reserves  claimed  for  a long  period  a prominent  share  of 
inquiry,  complaint,  and  investigation.  Of  late  however,  this 
topic  of  financial  criticism  has  commanded  a decreasing 
share  of  attention.  And  if  we  find  less  said  about  the 
greenback  reserves  and  the  percentage  of  cash  held  against 
bank  liabilities,  we  hear  much  more  about  some  other  points 
and  especially  the  diminishing  bank  capital  and  bank  sur- 
plus. 

Nor  is  this  change  to  be  wondered  at.  The  accumulation  of 
idle  capital  is  now  so  stimulated  and  so  notorious  that  the 
reserves  take  care  of  themselves.  In  all  the  chief  financial  cen- 
ters the  banks  have  no  small  difficulty  in  employing  to  advant- 
age their  large  volume  of  deposits.  Of  course  therefore,  it  is 
a comparatively  easy  matter  for  them  to  hold  a large  propor- 
tion of  greenback  reserves.  In  the  previous  period  to  which 
we  have  referred  the  circumstances  were  very  different.  Dur- 
ing the  eight  or  ten  years  which  culminated  in  the  Jay 
Cooke  panic,  the  magnitude  of  railroad  and  financial  specu- 
lation was  so  vast,  and  the  activity  of  trade  and  commerce 
was  so  well  sustained,  that  the  financial  machinery  created 
always  a greater  demand  for  loans  than  the  money  market 
could  easily  supply.  Thus  the  banks  were  under  a constant 
pressure,  and  every  consideration  of  self  interest  and  of 
desire  to  oblige  their  dealers,  impelled  them  to  extend  their 
loans  beyond  all  safe  limits,  and  to  pursue  a policy  of  dan- 
gerous expansion.  Under  these  circumstances,  it  was  natural 
that  the  public  anxieties  should  frequently  direct  themselves 
to  this  weak  point  in  our  banking  system,  and  that  the 
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reserves  which  are  the  infallible  index  of  danger  should  be 
scrutinized  whensoever  they  sank  to  a level  near  the  danger 
point. 

At  the  present  moment  a new  set  of  dangers  are  coming 
into  view  and  on  them  the  public  eye  is  very  earnestly 
fixed.  Hereafter,  when  still  other  changes  are  developed, 
fresh  abuses  will  perhaps  awaken  apprehension  and  they 
will  in  their  turn  give  place  to  still  newer  forms  of  danger. 
Meanwhile  it  is  gratifying  to  know  from  our  past  financial 
history  that  the  effects  of  the  criticism  on  the  resen^es  of 
the  banks  have  frequently  been  conspicuous  arid  wholesome. 
Similar  beneficial  consequences  may  be  looked  for  from  the 
judicious  and  intelligent  criticism  of  our  banks  in  other 
respects,  and  particularly  in  regard  to  those  changes  in  the 
capital  and  in  the  surplus  which  are  now  causing  so  much 
anxiety  and  alarm  throughout  the  country. 

Among  the  best  characteristics  of  the  National  banking 
system  is  the  universal  accumulation  by  the  banks  of  a sur- 
plus, which  is  a guarantee  fund  in  addition  to  the  capital 
and  is  provided  for  by  law,  with  the  purpose  of  sustaining 
the  solvency  and  strength  of  the  banking  system.  The  sur- 
plus of  the  National  banks  now  amounts  to  132  millions, 
which,  with  forty-six  millions  of  undivided  profits,  gives  an 
aggregate  of  178  millions.  In  December,  1875,  the  aggre- 
gate amounted  to  191  millions;  in  1874,  to  182  millions;  in 
1871,  to  150  millions;  and  in  1868,  to  114  millions;  in  1867, 
to  102  millions ; in  1866,  to  86  millions ; and  in  December, 
1865,  to  72  millions.  Such  has  been  the  steady  increase  in 
the  strength  of  the  National  banks  in  their  surplus  funds 
since  the  passage  of  the  National  Currency  Law  in  1863. 
The  Comptroller  of  the  Currency  has  compiled  an  interesting 
table  (which  we  give  on  page  669)  to  show  the  amount  of 
surplus  which  the  State  banks  brought  into  the  National 
system  when  they  were  converted  into  National  banks,  and 
the  surplus  now  existing. 

This  table  shows  that  the  banks  of  Boston  have  increased 
their  surplus  from  $4,221,990  to  $12,699,663;  those  of  Phila- 
delphia from  ^ 3,972,659  to  $7,439,695;  those  of  New  York 
City  from  $14,022,098  to  $18,926,148.  The  banks  of  Massa- 
chusetts, outside  of  Boston,  have  increased  their  surplus 
from  $3,442,343  to  $13,175,122;  the  banks  of  Pennsylvania, 
outside  of  Philadelphia  and  Pittsburgh,  have  increased  their 
surplus  from  $1,354,935  to  $7,701,746;  and  the  banks  of 
New  York,  outside  of  Albany  and  New  York  City,  have 
increased  their  surplus  from  $2,942,247  to  $8,153,428.  These 
and  other  facts  set  forth  in  the  table  illustrate  the  fact 
which  has  often  been  expounded  in  the  pages  of  this  maga- 
zine, that  a considerable  amount  of  surplus  of  the  banks 
was  accumulated  prior  to  the  war  in  some  of  our  large 
cities.  It  also  appears  that  there  is  great  inequality  in  the 
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rate  of  accumulation  in  various  parts  of  the  country.  Per- 
haps the  most  interesting  fact  in  some  points  of  view  is 
the  slow  rate  at  which  the  surplus  of  the  banks  of  New 
York  City  has  increased.  To  illustrate  the  recent  changes 
we  cite  the  following  statement  of  the  decrease  in  the 
capital  and  surplus  of  the  New  York  banks  for  the  last 
fifteen  months.  It  appears  in  a document  prepared  by  the 
Clearing-House  for  the  Tax  Committee : 

“ Subjoined  is  a statement  of  the  amount  of  capital  and 
surplus  of  the  New  York  City  banks,  compiled  from  their 
official  statements  made  in  September,  1875,  Januar}% 

1877  : 


Septembtr^  1875.  January  ^ 1877. 

Capital $84,085,200  $77>635»20o 

Surplus 38,443,000  2^148,000 


Total $122,528,200  $106,783,200 


The  total  reduction  in  capital  and  surplus  is  $ 15,745,000, 
with  a probable  further  reduction  of  from  six  to  eight  mil- 
lions more,  unless  relieved  from  the  present  unequal  and 
excessive  taxation.  In  1876,  the  tax  commissioners  increased 
the  assessed  value  of  bank  shares  in  the  city  of  New  York 
^11,754,127  over  the  previous  year,  and  their  action  resulted 
in  the  retirment  of  capital  and  division  of  surplus  as  above 
stated.  The  total  assessed  valuation  of  real  and  personal 
property,  including  bank  shareSy  was  increased  only  $10,110,646, 
showing  a reduction  in  the  valuation  of  all  real  and  personal 
property,  exclusive  of  bank  shares,  of  $ 1,643,481.  The  invest- 
ments of  every  kind  of  the  banks  during  the  same  period 
were  reduced  $30  ,018,600.  As  to  the  prices  of  bank  shares,  it 
is  safe  to  say  that  their  market  value  has  been  reduced,  on 
an  average,  from  twelve  and  a half  to  twenty  per  cent. 
Taking  the  reduced  value  of  bank  shares  for  taxation  this 
year,  in  consequence  of  the  increased  assessment  in  1876,  at 
the  minimum  rate  above,  say  twelve  and  a half  per  cent,  on 
$77,635,200,  equals  $9,704,400,  and  add  to  it  the  reduction  on 
capital  and  surplus,  $ 15,745,000,  making  a total  of  $ 25,449,400. 

This  shows  a loss  on  the  assessed  value  of  bank  shares  in 
one  year,  of  more  than  twenty-five  millions." 

The  following  statement,  shows  by  States  and  principal 
cities  the  amounts  of  profits  of  State  banks  when  converted 
to  National  banks  and  brought  over  up  to  this  time,  and 
also  the  amount  of  surplus  fund  of  the  National  banks  as 
shown  by  their  reports  of  October  2d,  1876  : 
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Profits  brought  over  by  No.  Surplus  fund  of  No. 

State  B' ks  "when  converted  0/  Nat' I Banks ^ as  shown  by  0/ 

States  and  Territories.  to  National  Banks.  Banks,  their  Reports^Oct.  2^  Banks. 


Maine 

New  Hamphshire 

Vermont 

Massachusetts 

Boston 

Rhode  Island 

Connecticut 

New  York  City. 

New  Yoik 

Albany 

New  Jersey. 

Philadelphia 

Pennsylvania 

Pittsburgh 

Delaware.  

Maryland 

Baltimore 

District  of  Columbia. 

Washington 

Virginia. 

West  Virginia 

North  Carolina 

South  Carolina 

Georgia 

Florida. 

Alabama 

Louisiana,  New  Orleans... 

Texas 

Arkansas 

Kentucky 

Louisville  

Tennessee 

St.  Louis 

Missouri 

Cincinnati 

Ohio 

Cleveland 

Indiana 

Illinois 

Chicago 

Michigan 

Detroit 

Wisconsin 

Milwaukee 

Iowa. 

Minnesota 

Kansas 

Nebraska 

Oregon 

Colorado 

Utah. 

Idaho 

Montana 

Wyoming 

New  Mexico 

Dakota 

^^^^alifomia. 

San  Francisco 

Totals 


IS09.703 

29  • 

2,392.384 

249,242 

20 

991,698 

110,795 

10 

2.003,752 

3,442,343 

II8  . 

13,175,122 

4,221,990 

42  . 

12,699,663 

841,654 

40  . 

4,336,490 

2,549,995 

63  • 

7,461,119 

14,022,098 

33  • 

18,926,148 

2,942,247 

94  . 

8,153,428 

537,609 

5 • 

1,470,000 

>,365-598 

26 

3.^4,089 

3,972,659 

21 

7.439,695 

L354,935 

44  . 

7,701,746 

963,887 

8 . 

3»037»955 

231,049 

4 . 

448,615 

3»>367 

12 

653.850 

980,977 

8 . 

2,401,387 

20,000 

I 

44,000 

9.243 

I 

280,500 

781,200 

7.873 

1 

441,791 

314 

I 

257,281 

97»535 

I 

462,175 

... 

460,901 

... 

669 

... 

168,160 

16,886 

2 

539,402 

... 

297.448 

... 

29,000 

24,579 

5 . 

1,178,295 

106,150 

3 . 

330,928 

688 

I 

563,907 

529,138 

2 

899,020 

4,236 

2 

510,692 

... 

990,000 

50,346 

3 ! 

4.538.938 

>.675 

I 

708,212 

100,000 

1 

4,808,325 

2,498 

2 

3,786,048 

... 

5,157,500 

20,039 

I 

2,079,649 

... 

925,000 

25,000 

1 

753.819 

10,717 

1 

258,000 

112,850 

3 .’ 

1,569,358 

600 

I 

894,683 

... 

254,542 

... 

171,600 

... 

50,000 

2.519 

1 ' 

273,500 

... 

35,000 

... 

20,333 

... 

77,250 

... 

20,595 

...  ] 

40,065 

... 

10,000 

... 

85,022 

...  [ 

262,333 

#39,756,434 

612 

$132,202,282 

71 

45 

46 
182 

62 

82 

47 
227 

4 

31 

23 

*3 

*7 

H 

1 

4 

19 

15 

*5 

12 

12 

1 

10 

7 

10 

2 
40 

8 
25 

7 
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6 

99 

^32 

14 

76 

3 
37 

3 

78 

33 

17 

9 

1 

10 

I 

1 

5 

2 
2 

I 

7 

? 

2,089 
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REPEAL  OF  TAXES  ON  BANK  DEPOSITS. 

One  of  the  most  important  movements  for  the  repeal  of 
Bank  taxation  has  just  been  organized  by  the  American 
Bankers’  Association,  It  has  a peculiar  interest  for  the  bank- 
ing  community,  not  only  on  account  of  the  energy  and 
success  with  which  it  has  been  directed,  but  also  because  of 
the  wide  influence  which  it  is  already  exerting  throughout 
the  country  for  the  union  of  the  scattered  elements  of  our 
banking  system  into  one  harmonious  organization.  This  is 
evident  from  the  fact,  that  the  deputation  which  appeared 
before  the  Committee  on  Ways  and  Means  at  Washington 
on  the  7th  February,  was  one  of  the  most  numerous  and 
respectable  which  has  for  many  years  appeared  before  the 
Committee.  It  comprised  representatives  not  only  of  the 
banks  and  clearing  houses  of  the  United  States,  but  also  of 
the  Chambers  of  Commerce  and  Boards  of  Trade  of  New 
York  and  most  of  our  large  cities.  The  object  of  the  Com- 
mittee was  stated  by  Mr.  Patterson,  President  of  the  Western 
Bank  of  Philadelphia.  He  said  the  deputation  comprised 
representatives  of  the  commercial  and  manufacturing  interests, 
of  the  Boards  of  Trade,  of  the  Chambers  of  Commerce,  and 
of  the  National  and  other  banks,  from  the  Atlantic  Ocean  to 
the  Pacific.  The  banks  had  paid  taxes  enormous  in  amount 
with  an  alacrity  which  had  attracted  the  attention  and  respect 
of  the  country  and  of  the  world.  They  felt  now  that  they 
were  laboring  under  oppressive  legislation,  and  they  had 
come  to  ask  relief  from  it.  They  represented  no  particular 
locality  and  no  particular  interest.  But  the  localities  and 
interests  which  they  represented  were  co-extensive  with  the 
whole  country. 

Mr.  J.  D.  Hayes,  of  Detroit,  Michigan,  discussed  in  an 
elaborate  address  various  questions  touching  bank  taxation. 
Among  the  points  he  raised,  were  those  which  the  Com- 
mittee had  previously  expressed  a desire  that  the  Deputation 
should  clearly  explain.  These  questions  were,  first,  that  the 
bank  taxes  are  war  taxes,  and  should  have  been  repealed 
when  the  exigency  had  passed  for  which  they  were  created  ; 
secondly,  that  bank  taxes  are  working  mischief ; thirdly,  that 
the  Treasury  can  spare  the  amount  of  revenue  which  will  be 
surrendered  by  bank  tax  repeal ; fourthly,  that  were  this  not 
the  case,  the  nation  would  gain  in  its  productive  power  and 
commercial  strength  more  than  the  Treasury  would  lose  by 
the  surrender  of  the  bank  taxes.  Mr.  Hayes  concluded  by 
saying  that  the  repeal  of  the  taxes  on  bank  deposits  and 
bank  capital  would  be  an  act  of  justice  to  the  banks  and 
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the  business  community,  and  would  receive  the  approval  of 
every  intelligent  citizen  who  has  given  any  attention  to  the 
present  system  of  unequal  bank  taxation. 

The  next  speaker  was  a prominent  member  of  the  New 
York  Chamber  of  Commerce,  Mr.  George  Schwab,  of  the  firm 
of  Oerlichs  & Co.  He  said  the  business  men  of  New  York 
wanted  to  impress  upon  the  Committee  that  the  question  of 
Bank  Tax  Relief  was  by  no  means  confined  to  banks  and 
savings  institutions.  It  was  vital  to  every  department  of 
commerce,  industry  and  trade.  In  the  United  States  the 
business  men  had  to  rely  for  banking  facilities  on  incorpo- 
rated banks ; whereas  in  older  countries,  where  capital  was 
less  scarce  and  better  organized,  it  was  principally  private 
bankers  who  supplied  those  facilities.  It  was,  therefore,  a 
remarkable  fact,  that  although  business  interests  in  this 
country  had  thus  relied  for  a hundred  years  chiefly  upon 
incorporated  banks,  these  banks  were  taxed  far  more  than 
in  any  other  country  in  the  world.  It  was  still  more  singu- 
lar, that  in  a young  country  like  our  own,  where  capital  was 
so  much  wanted,  and  was  in  such  limited  supply,  we  should 
add  to  the  difficulties  of  obtaining  it  by  burdening  with  a 
tax  every  movement  it  makes  between  the  lender  and  the 
borrower.  A tax  of  five  per  cent,  on  capital  which  was 
less  than  the  average  taxation  to-day  on  the  banks  in  the 
city  of  New  York,  was  unknown  in  any  other  part  of  the 
world,  and  would  be  anywhere  else  considered  an  unbearable 
burden.  Its  pressure  had  become  so  great,  that  twelve  and 
a half  millions  of  bank  capital  was  now  withdrawing  itself 
from  the  banking  business,  and  five  millions  of  the  surplus  of 
its  banks  had  been  taken  out  and  distributed  as  dividends, 
thus  making  a reduction  of  banking  capital  in  the  city  of 
New  York  to  the  amount  of  seventeen  and  a half  millions, 
which  was  equal  to  twenty-one  per  cent,  of  the  capital.  This 
reduction  might  not  just  at  this  moment  be  severely  felt, 
because  business  was  so  limited  and  the  demand  for  banking 
facilities  was  small ; but  when  the  time  of  activity  returned, 
the  rising  tide  of  industry  and  commerce  would  find  a serious 
deficiency  in  the  banking  fabric  which  was  now  suffering  so 
severe  a depletion  of  its  capital.  Mr.  Schwab  concluded  by 
saying  that  the  bank  taxes  were  not  only  doing  harm  by 
weakening  the  banking  mechanism  of  the  country,  in  its  most 
sensitive  and  most  vital  part,  but  these  taxes  were  grossly 
unjust,  because  while  our  American  banks,  which  were  doing 
business  on  American  capital,  paid  their  taxes  in  full,  there 
were  many  Canadian  and  other  foreign  banks  with  agencies 
in  New  York  selling  exchange,  buying  and  selling  gold,  and 
holding  very  large  deposits,  which  escaped  United  States  tax- 
ation altogether.  He  concluded  that  these  bank  taxes  did 
great  injustice  by  their  partiality  as  well  as  in  other  ways. 

Mr.  Norris  of  the  First  National  Bank  of  Baltimore, 
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explained  to  the  Committee  the  operation  of  the  tax  on 
circulation.  He  demonstrated  from  the  reduction  of  National 
bank  circulation,  which  is  continually  going  on,  that  there 
was  no  profit  in  its  issue.  After  a few  further  observations 
in  confirmation,  Mr.  George  S.  Coe,  President  of  the  Ameri- 
can Exchange  National  Bank,  said  that  the  Government 
derived  a tax  of  6^  millions  from  bank  deposits,  and  he 
proposed  to  show  that  in  their  nature  such  deposits  ought 
not  to  be  taxed  at  all.  Many  persons  supposed  that  bank 
deposits  are  deposits  of  money.  But  this  is  evidently  a mis- 
take, for  our  banks  have  more  than  two  thousand  millions  of 
deposits,  but  we  have  not  in  the  United  States  more  than 
700  or  800  millions  in  money,  counting  the  gold  and  silver 
coinages,  with  the  greeenbacks,  the  National  bank  notes,  and 
the  fractional  currency.  What  then  do  bank  deposits  really 
consist  of  ? They  are  often  made  up  of  drafts  or  other 
instruments  of  credit  growing  out  of  the  movement  of  any 
kind  of  commodities  moving  towards  a market. 

This  question  involves  not  only  the  question  before  us,  but 
also  the  great  question  of  currency.  What  is  a deposit  ? 
It  may  consist  of  a draft  drawn  against  the  movement  of  any 
kind  of  property  whatever,  whether  the  product  of  manufac- 
turing, agricultural  or  any  other  skill.  For  instance,  100 
bales  of  cotton  are  sent  from  New  Orleans  to  New  York, 
shipped  inland.  This  cotton  is  not  money.  There  is  not  a 
dollar  of  actual  money  connected  with  it.  It  has  a value 
equivalent  to  so  much  money.  The  party  in  New  Orleans 
who  ships  it,  chooses  to  send  it  to  Cincinnati  and  draws  a 
draft  against  it  upon  that  place,  and  deposits  that  draft  in 
bank  in  New  Orleans.  That  becomes  a deposit.  Is  it  money 
Is  it  not  cotton  and  nothing  else?  The  owner  in  Cincinnati 
moves  it  to  Pittsburgh,  and  he  puts  the  draft  which  he  draws 
upon  that  place  against  it  into  a bank  in  Cincinnati,  and 
there  also  it  is  a deposit.  The  owner  in  Pittsburgh  again 
moves  it  to  New  York,  and  there  again  a draft  is  drawn  and 
is  deposited  in  bank.  That  is  the  third  time  that  the  value 
of  that  100  bales  of  cotton  becomes  the  subject  of  a deposit, 
and  yet  not  a single  dollar  of  money  is  deposited.  Now, 
what  is  that  ? Is  not  the  tax  upon  those  deposits  the  tax 
upon  that  cotton  ? Is  it  not  a tax  of  one-half  per  cent,  on 
the  industrial  interests  of  the  country,  as  represented  in  that 
particular  article?  Clearly,  it  is.  Money  has  nothing  to  do 
with  it,  whatever,  except  as  representing  the  value  of  the 
cotton.  The  whole  commerce  of  the  country  is  so  changed 
and  interchanged  by  deposits.  One  illustration  is  as  good 
as  a thousand.  The  cotton  is  a commodity  of  commerce, 
valued  at  so  much  when  it  starts.  It  is  only  valued  for 
the  sake  of  accounting ; and  yet  every  movement  of  it  is 
made  from  time  to  time  the  subject  of  a separate  deposit, 
and  upon  that,  the  banks  are  called  to  pay  a tax.  This,  I 
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say,  is  a tax  upon  commerce,  just  as  clearly  so  as  if  you 
were  to  impose  a tax  of  one-quarter  per  cent,  per  pound  on 
the  cotton  itself.  So  you  may  follow  that  illustration  out 
through  every  item  of  commerce  that  passes  through  the 
country,  changed  and  interchanged.  All  this  movement  of 
commerce,  if  it  be  very  rapid,  is  taxed  more  ; if  it  move  very 
slowly,  it  is  taxed  less  ; and  the  deposits  are,  therefore,  more 
or  less,  as  the  case  may  be.  Therefore,  this  question  before 
us  is  a vital  question,  not  to  the  banks  but  to  the  whole 
country,  and  to  its  entire  commerce  and  trade. 

In  the  next  place,  how  are  these  deposits  made  ? They 
may  be  made  by  deposit  with  a private  gentleman.  Any  on6 
gentleman  sitting  here  may  say  to  the  man  who  moves  the 
100  bales  of  cotton,  I will  give  a check  upon  my  bank  for 
your  cotton.*'  That  is  a deposit.  It  is  a deposit  with 
him  as  an  individual ; and  what  difference  docs  it  make 
whether  he  be  called  a bank  or  a banker,  or  a private  per- 
son ? He  performs  simply  the  duty  of  facilitating  the  trans- 
mission of  the  cotton  to  market.  Consequently  if  you  tax 
such  transactions,  if  at  all,  you  should  not  select  certain 
classes  of  depositaries  to  tax — not  bankers  or  merchants,  but 
you  should  tax  all  who  perform  that  same  service.  In  that 
sense,  there  isn’t  a gentleman  here  who  is  not  a depositary, 
just  as  much  as  a bank  or  banker  is. 

I say,  furthermore,  that  the  more  active  the  commercial 
industry  of  the  nation  is,  the  more  active  are  the  deposits. 
In  other  words,  the  more  produce  there  is  to  be  moved,  the 
more  money  value  is  represented,  and,  that  is  all  that  there 
is  about  it.  The  argument  is  unanswerable.  Taxes  upon 
deposits  are  direct  taxes  upon  industry,  collected  through 
banks  and  bankers.  If  that  be  so,  then  the  question  is, 
whether  it  is  politic  at  this  time  to  tax  industry?  Does  not 
the  country  require  all  the  aids  and  all  the  facilities  that  it 
can  secure,  and  to  have  all  impediments  to  industry  removed, 
if  possible  ? The  instituti<*n  over  which  I have  the  honor  to 
preside  pays  $ 800  every  day  of  its  existence  for  taxes,  before, 
it  pays  a single  dollar  for  expenses,  or  does  anything ; and 
our  next  door  neighbor  pays  $ 1,600  every  day  for  taxes. 
How  is  it  possible  to  get  this  back  ? For  the  last  three  years 
the  rate  of  interest  charged  by  the  New  York  banks  has 
averaged  less  than  5 per  cent.;  and  any  commercial  opera- 
tion now  which  it  is  safe  for  banks  to  go  into  must  be  done 
at  4 per  cent.,  if  done  at  all.  How  then  can  banks  in  New 
York  pay  3 per  cent,  to  the  State,  half  of  one  per  cent,  to  the 
Government,  and  these  peculiar  taxes  on  their  functions 
besides  ? One  of  two  things  must  happen.  These  institutions 
must  be  extinguished,  or  the  tax  removed.  Which  is  best? 
Is  it  public  policy  that  these  institutions  shall  be  extinguished  ? 
Are  we  not  approaching  a period  when,  above  all  other  times 
in  the  history  of  the  country,  organized  capital  is  necessary 
44 
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for  recuperation  ? We  are  passing  through  a period  now 
when  we  must  have,  in  organized  form,  all  our  possible 
resources,  or  we  shall  utterly  fail  in  the  movement  of  a 
return  to  specie  payments. 

These  institutions,  I say,  must  be  extinguished  (because  it 
is  is  impossible  for  them  to  proceed  and  occupy  the  position 
they  do),  or  this  tax  must  be  removed.  Now,  to  prove  this : 
During  the  last  year  from  the  city  of  New  York  alone,  there 
has  gone  out  from  taxation,  from  bank  business,  capital  and 
surplus  (which  is  the  same  thing),  13^  millions.  It  has  been 
divided,  and  given  back  to  the  parties  who  put  it  in. 
Another  large  institution  stands  ready,  waiting  for  the  result 
of  this  proposed  removal  of  taxation,  to  say  whether  it  shall 
send  back  five  millions  more.  I allude  to  the  Bank  of  Com- 
merce, the  largest  banking  institution  in  the  United  States. 
Then  there  are  other  institutions  of  a smaller  class  ( amount- 
ing to  some  two  millions  more),  ready  to  do  the  same. 
That  is  13^  millions  of  banking  capital  already  withdrawn, 
and  eight  millions  in  contemplation  of  withdrawal.  And  the 
value  of  the  remaining  banking  capital  in  the  city  of  New 
York  has  depreciated  12}^  per  cent.  That,  on  a capital  of 
77  millions,  represents  a loss  of  about  nine  millions  more; 
which  makes  a total  of  over  30  millions  of  bank  capital  and 
value  lost,  because  it  could  not  stand  the  taxation.  And 
this  will  go  on  until  there  is  nothing  left. 

Now,  what  is  the  function  that  the  banks  perform  ? At  the 
present  time  when  currency  is  not  wanted,  they  gather  it  up 
in  reservoirs,  waiting  for  the  time  when  it  is  wanted.  That 
is  a service  indispensable  to  be  performed,  and  which  indi- 
viduals cannot  perform.  The  banks  gather  together  the  exces- 
sive currency,  and  they  are  ready,  whenever  the  Government 
says  so,  to  return  it  to  the  Government  in  exchange  either 
for  the  funded  debt,  or  for  coin,  as  the  Government  may 
permit.  And  it  is  very  hard  that  the  banks  should  perform 
this  valuable  service — being  the  custodians  of  this  idle,  unused, 
unnecessary  money — and  then  have  to  pay  the  government 
half  of  one  per  cent,  on  it. 

Mr.  E.  A.  Rollins,  of  Philadelphia,  showed  that  the  taxes 
paid  during  the  fiscal  year,  1876,  by  the  National  and 
State  banks  amounted  to  $1,621,615  on  capital,  $6,504,66000 
deposits,  $3,102,061  on  circulation.  These  aggregates  he  set 
forth  in  the  following  concise  table  : 

BANK  taxes  paid  DURING  FISCAL  YEAR,  1876. 

Number,  On  Circulation.  Deposits.  Capita/. 


By  National  Banks 2,087  . $3,091,795.76  . $3,505,129.64  . $632,396.16 

By  State  Banks  and 
Private  Banks  and 

Bankers 3,829.  10,265.52.  2,572,164.97.  989,219.61 

By  Savings  Banks  hav- 
ing no  Capital  Stock.  691.  . 427,365.78.  


Total 6,607  . $3,102,061.28  . $6,504,660.39  . $1,621,615.77 
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Mr.  Rollins  proceeded  to  show  that  the  number  of  persons 
interested  in  National  banks  either  as  stockholders  or  depos- 
itors, amounts  to  nearly  one  and  one-half  millions  of  persons, 
all  of  whom  were  more  or  less  prejudiced  by  the  taxes  in 
question.  After  an  exhaustive  argument,  refuting  the  popu- 
lar errors  as  to  the  profits  of  banking,  and  the  losses  inci- 
dent to  the  business,  Mr.  Rollins  showed  that  as  other  enter- 
prises and  occupations  had  long  been  relieved  from  war 
taxes — relieved  even  when  they  were  prosperous — Congress 
ought  not  to  insist  that  the  banks  should  carry  their  burdens 
further.  He  gave  the  subjoined  interesting  sketch  of  the  rise 
and  progress  of  the  bank  taxes  : 

“In  the  spring  and  summer  of  1862  Congress  found  it 
necessary  to  impose  internal  taxation.  Through  wise  and 
judicious  committees,  which  spent  much  time  in  determining 
proper  objects  of  taxation,  it  framed  the  first  internal  revenue 
bill,  which  became  a law  on  the  ist  day  of  July  of  that  year. 
This  law  was  very  comprehensive  and  far-reaching.  It  asked 
contributions  from  almost  everything.  It  taxed  manufactures 
and  income,  auction  sales,  and  the  slaughtering  of  cattle,  the 
carriage  in  one’s  stable,  and  the  silver  plate  on  his  table.  It 
subjected  to  stamp  duty  the  marriage  certificate  of  one’s 
parents,  the  inheritance  he  received  from  them,  the  insurance 
policy  on  his  life,  the  mortgage  on  his  house,  the  protest  on 
his  note,  the  writ  under  which  he  asked  for  justice,  and  the 
certificate  of  his  physicians  as  to  the  cause  of  his  death,  but 
it  imposed  no  tax  upon  the  capital,  circulation,  or  deposits  of 
banks.  Circulation  and  deposits  were  not  taxed  until  the  Act 
of  March  3,  1863,  and  capital  was  first  brought  to  charge  by 
the  Act  of  June  30,  1864.  At  that  time  the  rate  upon 
deposits  was  increased,  and  since  then  the  rates  upon  all 
three  have  remained  as  they  now  are  ; not  a dollar  came  to 
the  Commissioner  of  Internal  Revenue  as  a tax  on  circula- 
tion or  deposits  until  October,  1863,  when  at  least  $ 75,000,000 
had  been  paid  from  other  sources,  and  the  pressure  of  the 
war  for  money  was  still  greater  than  it  had  been  before. 

“In  the  winter  of  1865,  the  war  being  over,  Congress  began 
to  consider  the  reduction  of  internal  taxes  generally.  At  this 
time  they  had  reached  the  enormous  amount  of  $310,000,000 
per  annum.  This  at  first  it  accomplished  by  enlarging  the 
free  list  of  manufactured  articles,  as  representations  and 
appeals  were  made  to  them,  until  the  enumeration  of  exemp- 
tions filled  half  a dozen  pages  of  the  law.  Then,  and  at  sub- 
sequent sessions,  relief  was  granted  to  insurance  companies, 
railroads,  telegraph  companies,  occupations,  professions,  &c., 
until,  at  last,  taxes  to  the  amount  of  two  hundred  million 
dollars  were  swept  away.  Parties  in  interest  came  in  crowds 
from  session  to  session,  and  the  rooms  of  the  Ways  and 
Means  and  Finance  Committees,  were  crowded  with  those 
who  sought  and  secured  relief.  The  banks,  however,  had  no 
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organization,  and  as  they  failed  to  make  request  therefor,  the 
law  in  their  behalf  remained  unchanged.  It  is  safe  to  assume 
that  had  their  necessities  been  made  known  their  taxes 
would  have  been  abated,  if  not  abolished.  It  is  monstrous 
that  this  nation  imposes  the  same  taxes  on  banks  now,  as  in 
the  time  of  war.” 

Passing  to  the  sinking  fund,  he  said  that  as  we  had  paid  a 
considerable  surplus  into  that  fund  for  previous  years,  it  is 
far  better  that  the  indulgence  of  the  law  should  be  craved 
again  for  a while  than  that  many  banks  should  be  driven  into 
liquidation  and  all  bear  unjust  burdens.  We  had  already  paid 
223  millions  more  than  the  law  called  for,  and  this  should 
shield  us  from  further  mischievous  demands. 

Mr.  James  Buell,  President  of  the  Importers  and  Traders’ 
Bank,  argued  that  the  repeal  of  the  tax  on  deposits  and  cap- 
ital was  a compromise  measure,  granting  no  more  than  a 
portion  of  the  relief  which  the  prostrate  and  paralyzed  busi- 
ness of  this  country  has  a right  to  ask  in  regard  to  bank 
taxation.  He  favored  the  bill  before  the  committee,  not 
because  he  thought  it  granted  all  the  relief  required,  but 
because  it  was  believed  to  be  acceptable  to  the  committee  and 
to  Congress,  and  because  it  granted  a part  at  least  of  the 
needed  relief.  He  said  the  operation  of  the  bank  taxes  on 
the  commercial  activities  of  the  nation  was  like  the  operation 
of  the  tourniquet  upon  a hospital  patient.  This  little  instru- 
ment, as  is  well  known,  consists  of  a band  capable  of  being 
tightened  by  a screw,  and  by  its  means  the  circulation  is 
arrested  at  will.  This,  said  he,  is  just  the  process  w*hich  is 
now  strangling  our  financial  system.  The  tourniquet  was 
applied  to  it  some  years  ago,  and  the  screw  has  been  tight- 
ened year  after  year,  until  the  circulation  of  capital  in  this 
country  has  been  so  alarmingly  disturbed  and  disarranged, 
that  if  Congress  does  not  interfere,  and  take  out  the  screw, 
the  banking  machinery  of  the  nation  will  be  injured.  He 
entreated  Congress  to  consider  that  no  interests  in  the  coun- 
try are  so  easily  influenced  as  the  commercial  interests,  or  so 
sensitive  to  unequal  taxation,  and  that  upon  no  interests  in 
the  country  have  the  discriminating  war  taxes  been  allowed 
to  remain  so  long. 

Mr.  Buell  proceeded  to  show  that  the  banks  are  the  sources 
from  which  the  wages  of  the  working  classes  are  drawn,  and 
that  if  fiscal  injustice  weakens  the  banks,  the  wages-paying 
power  of  the  employers  of  labor  will  be  seriously  disturbed 
and  curtailed.  His  illustration  of  this  point  was  both  practi- 
cal and  suggestive.  He  said  : 

**  Many  persons  have  supposed  that  the  banks  are  institu- 
tions in  which  working  men  have  little  or  no  concern.  Never 
was  a greater  sophism  advocated  or  tolerated  by  intelligent 
men.  Where,  we  may  ask,  do  our  toiling  artisans  obtain 
their  weekly  wages  ? Not  from  their  employer  alone  ; for,  in 
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most  cases,  he  invests  his  whole  capital  in  machinery,  in 
buildings,  and  in  raw  material.  The  cases  are  very  frequent, 
indeed,  where  the  working  capital  with  which  the  employer 
pays  his  operatives  must  be  had  from  his  bank  or  not  at  all. 
This  is  a fact  familiar  to  every  one  who  is  practically 
acquainted  with  the  banking  business. 

The  application  of  an  employer  to  his  bank  for  money 
to  pay  his  men  is  always  regarded  as  peculiarly  necessary  to 
be  responded  to,  because  so  many  dependent  and  helpless 
persons  will  be  affected  by  a refusal.  If  the  bank  cannot 
accommodate  other  valuable  customers,  it  invariably  gives  the 
preference,  other  things  being  equal,  to  the  prudent  employer; 
for  he  has  to  pay  his  wages  promptly,  or  his  men  must  go 
home  on  the  Saturday  night  to  starving  families.  But  how 
can  a bank  give  such  accommodation  except  it  has  the 
ability  to  lend  ? If  each  of  twenty  manufacturers  want  from 
their  bank  on  the  average  about  $ 2,000  next  Saturday  to  pay 
their  operatives,  and  if  the  bank  has  $40,000  to  lend,  all 
may  be  supplied,  and  the  wages  of  this  regiment  of  artisans 
will  be  promptly  forthcoming.  Those  thousands  of  families 
will  get  their  Sunday's  dinner,  and  the  wants  of  the  week 
will  be  supplied.  But  suppose  that  the  bank  has  been 
crippled  by  a withdrawal  of  one-fourth  of  its  capital,  its  lend- 
ing power  having  been  driven  away  by  excessive  taxation,  so 
that,  instead  of  having  $40,000  it  only  has  $30,000,  what  will 
be  the  result  ? One-fourth  of  the  whole  sum  required  for  the 
wages  of  this  little  battalion  of  work-people  will  not  be  forth- 
coming. Either  one  man  in  four  will  have  to  go  without 
his  wages,  or  else  each  man  will  receive  but  three-fourths 
of  what  is  due  to  him.  Perhaps  the  weaker  men  among  the 
employers  will  be  unable  to  continue  their  business,  and  their 
employes  may  be  made  to  join  the  grand  army  of  tramps. 

“ It  is  one  of  the  alarming  features  of  the  present  taxation 
on  our  banks  that  it  is  driving  so  much  capital  out  of  the 
business,  and  that  it  is  contracting  the  loans  which  these 
institutions  have  been  accustomed  to  make  for  the  payment 
of  the  hundreds  of  millions  of  dollars  required  every  week 
as  wages  throughout  the  United  States.  During  the  last 
twelve  months,  in  the  city  of  New  York  alone,  there  has 
been  a contraction  of  bank  capital  to  the  amount  of  more 
than  twelve  millions  of  dollars.  This  contraction  is  ascribed 
almost  wholly  to  the  pressure  of  taxation;  and  we  beg  the 
Committee  to  inquire,  what  will  be  the  result  of  such  a 
rapid  diminution  of  capital  ? It  shows  not  only  that  there 
are  twelve  millions  less  of  capital  in  the  possession  of  the 
banks,  but  it  shows  a contraction  of  banking  facilities  and 
of  banking  activity,  and  of  banking  credits,  of  more  than  five 
times  twelve  millions.  This  is  but  a single  instance  of  the 
baneful  effects  of  the  tourniquet ; the  screw  of  that  powerful 
instrument  of  contraction  is  pressing  to  its  utmost  tension, 
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and  if  Congress  do  not  interpose,  the  evils  which  are  now  so 
apparent  will  soon  become  almost  irremediable ; another  panic 
may  be  precipitated  upon  us  at  an  early  day. 

We  earnestly  entreat  the  Committee  to  examine  the  evi- 
dence we  have  presented  that  bank  taxes  are  mischievous  ; 
that  they  weaken  and  impair  the  efficiency  of  institutions  by 
whose  means  employers  are  enabled  to  pay  promptly  the 
wages  of  the  millions  of  toiling  artisans  in  every  great  city 
as  well  as  in  every  small  town  and  village  throughout  the 
United  States.  Never  has  there  been  a period  in  the  history 
of  this  country  when  banking  capital  was  so  rapidly  with- 
drawn from  the  business  of  banking  as  during  the  last 
eighteen  months.  Never  have  we  had  such  a multitude  of 
accumulating  proofs  that  bank  taxes  are  mischievous,  that 
they  produce  a contraction  of  credit,  that  they  shake  the 
confidence  of  the  capitalists  and  of  the  banking  community, 
and  that  they  have  already  produced  a contraction  of  the 
lending  power  of  the  banks  equal  to  many  times  the  amount 
of  the  capital  which  has  been  actually  withdrawn.  There 
is  also  this  further  cause  for  apprehension  and  alarm,  that 
the  evils  we  have  briefly  indicated  are  nearly  all  on  the 
increase.” 

In  conclusion,  Mr.  Buell  said  that  as  the  States  cannot  and 
will  not  relieve  the  banks  from  State  taxes,  no  relief  except 
from  Congress  can  be  had  from  the  present  double  taxation. 
He  compared  the  two-fold  and  three-fold  taxation  of  bank 
deposits  to  the  Alcavala,  whose  desolating  influence  in  Spain 
is  well  known  to  the  readers  of  the  history  of  that  country. 

Two  conclusions  are  suggested  by  the  report  just  issued 
by  the  Council  of  the  American  Bankers’  Association,  from 
which  we  have  taken  the  foregoing  narrative.  First,  the 
nation  has  arrived  at  a critical  period  in  the  history  of 
fiscal  legislation  on  the  banking  business.  It  is  impossible 
for  us,  without  g^eat  risks  and  dangers,  to  allow  our  bank 
taxation  to  remain  in  its  present  condition.  Of  this  fact  the 
Committee  of  Ways  and  Means  appear  to  be  aware.  They 
are  anxious  on  the  one  side  to  protect  the  revenue  over 
which  they  are  appointed  to  watch  ; and  on  the  other  side, 
they  are  desirous  to  do  right  in  regard  to  the  industrial 
banking  and  commercial  interests  of  the  country. 

The  four  practical  questions  which  the  Chairman  of  the 
Committee  proposed  to  the  Deputation,  really  exhaust  the 
whole  subject,  in  a legislative  point  of  view.  If  the  bank 
taxes  are  war  taxes,  then  they  are  temporary  in  their  nature, 
and  should  be  rescinded  and  repealed  without  delay.  Indeed 
they  ought  to  have  been  swept  from  the  statute-book  long^ 
ago.  Hence  the  Committee  were  justified  in  throwing  upon 
the  banks  the  burden  of  proof  in  regard  to  this  point.  The 
banks,  on  their  part,  have  clearly  demonstrated  that  the 
taxes  in  question  are  really  war  imposts,  originating  in  the 
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exigencies  of  the  war,  and  destined  to  end  as  soon  as  pos- 
sible after  the  war  was  over.  In  like  manner  the  mischiefs 
which  are  produced  by  the  bank  taxes,  as  referred  to  in  the 
second  of  Mr.  Wood’s  questions,  are  equally  important,  and 
are  completely  proved.  Thirdly,  the  question  of  revenue  and 
of  the  ability  of  the  Treasury  to  spare  the  eight  millions  of 
taxation  which  are  proposed  to  be  given  up,  is  also  of  cardi- 
nal importance. 

Finally,  the  advantages  which  will  be  secured  by  the  repeal 
are  so  great,  that  were  there  no  other  reason  urged  against 
the  taxes  on  the  banking  business,  this  single  reason  ought 
to  suffice  for  their  immediate  repeal. 

When,  however,  we  have  given  their  full  weight  to  these 
reasons,  we  find  that  they  all  lead  us  to  the  conclusion 
referred  to  above,  namely,  that  our  banking  system  and 
our  fiscal  legislation  regarding  it,  have  arrived  at  such  a 
critical  point  as  to  justify  anxious  circumspection,  if  not 
alarm.  We  are  approaching  a dangerous  period  in  the  his- 
tory of  our  currency.  In  less  than  two  years  we  have  to 
make  the  transition  to  specie  payments.  This  movement  can 
scarcely  fail  to  bring  an  enormous  pressure  upon  our  banking 
system,  and  it  is  the  part  of  wisdom  for  us  to  strengthen 
that  system  at  every  point.  If  any  fiscal  burdens  are  weak- 
ening the  banking  machinery,  those  burdens  must  at  all  costs 
be  removed.  The  banks  are  to  our  financial  barque,  what  the 
helm  is  to  a ship  on  the  ocean.  When  a storm  is  expected 
it  is  madness  to  neglect  the  weak  parts  of  the  steering  appar- 
atus; equally  dangerous  is  it  for  us,  with  the  monetary  storms 
which  threaten  u^  in  the  early  future,  to  put  in  jeopardy  our 
financial  system  by  an  exhausting  and  oppressive  taxation  of 
the  banks. 

The  second  deduction  from  the  facts  before  us  is,  that  the 
more  intelligent  classes  of  our  people  all  over  the  United 
States  are  waking  up  to  the  importance  of  the  crisis,  and  to 
the  necessity  of  giving  relief  to  the  banks  from  their  worst 
fiscal  burdens.  Never  before  in  this  country  have  the  cham- 
bers of  commerce,  the  boards  of  trade,  and  the  commercial 
and  industrial  community  generally,  been  so  much  agitated 
by  any  one  fiscal  grievance,  not  directly  affecting  themselves, 
as  they  now  are  in  regard  to  the  bank  tax  repeal.  In  this 
country,  legislation  cannot  lag  far  behind  the  popular  will, 
and  as  public  opinion  has  so  pointedly  and  so  generally 
expressed  itself  on  the  question  before  us,  the  banks  have  a 
right  to  expect  favorable  and  early  action  on  the  part  of 
Congress,  for  the  relief  from  the  burdens  which  bank  taxa- 
tion inflicts  on  commerce  and  trade. 


Digitized  by 


Google 


68o 


THE  banker's  magazine. 


[Blarch, 


THE  LEGAL  ASPECTS  OF  SPECIE  PAYMENTS. 

BY  THE  SOLICITOR  OF  THE  TREASURY. 

[The  following  letter  on  specie  pa^^ents  was  written  on  the  23d  of  January 
by  the  Hon.  George  F.  Talbot,  ^licitor  of  the  United  States  Treasury,  to 
the  Attorney-General,  who  was  requested  by  the  President  to  investi^te  the 
legal  aspects  of  resumption,  with  a view  to  ascertain  what  legislation  is  need- 
ful as  a preliminary  to  resumption  :] 

IS  ANY  FURTHER  LEGISLATION  NEEDFUL  BEFORE  RESUMPTION  ? 

In  my  conference  with  you  yesterday,  you  requested  me  to 
examine  the  statutes,  and  give  you  an  expression  of  my 
opinion,  whether  or  not  they  authorized  the  Secretary  of  the 
Treasury,  without  further  legislation,  to  resume  specie  pay- 
ments upon  the  outstanding  Treasury  notes.  It  is  a very 
grave  question,  and  it  would  be  great  presumption  in  me  to 
consider  that  the  views  I express  with  utmost  diffidence 
should  have  much  weight  in  controlling  your  superior  judg- 
ment. I have  the  honor,  however,  to  transmit  them  to  you, 
to  receive  your  careful  consideration  and  revision. 

It  becomes  necessary  first  to  consider  precisely  what 
resumption  of  specie  payments  is.  A bank  is  said  to  have 
resumed  specie  payment  when  it  gives  coin  in  exchange  for 
its  own  notes  presented  for  payment  at  its  counter.  But  such 
payment  is  not  a cancellation  of  the  redeemed  note,  which 
the  bank  may  and  does  immediately  pay  out  again,  in  the 
form  of  a loan  or  discount,  tO  one  of  its  customers.  A bank 
is  properly  said  to  be  a specie-paying  bank,  when,  not  pay- 
ing its  notes  in  coin,  but  continually  reissuing  them,  it  holds 
itself  ready  to  pay  coin  to  every  bill-holder  ‘demanding  it. 
And  so,  a bank  may  be  a specie-paying  bank,  although  the 
coin  it  actually  pays  out  may  not  equal  the  coin  it  receives 
in  payments  and  deposits. 

Resumption  by  the  United  States  Treasury,  or  by  the  Secre- 
tary, is  precisely  the  same  process  as  resumption  by  a bank, 
and  there  is  no  reason  to  believe  it  will  not  be  governed  by 
the  same  laws.  The  demand  Treasury  notes  of  the  United 
States,  called  legal  tender  and  “ greenbacks,"  have  been  in 
circulation  as  money  since  1862.  They  have  formed,  and 
still  form,  about  one-half  of  the  currency  of  the  people  of 
the  United  States.  As  a currency  they  have  been  eminently 
popular  and  satisfactory,  and,  in  spite  of  the  fact  that  during 
their  whole  existence  they  have  been  dishonored  by  the  Gov- 
ernment, they  have  proved  the  most  convenient,  the  most 
uniform,  and  the  most  successful  paper  currency  the  Ameri- 
can people  have  ever  used.  While  they  are  likely  to  be  in 
request  as  a medium  of  circulation,  and  to  subserve  the  pur- 
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pose  of  a national  currency  still  better,  after  they  are 
exchangeable  at  the  Treasury  for  gold,  than  now,  it  is  not 
to  be  supposed  that  they  will  be  presented  in  any  considera- 
ble numbers  for  redemption,  or  that  their  re-issue  and  circu- 
lation as  money  can  be  prevented  without  positive  and  strin- 
gent legislation.  So  that  the  real  question  submitted  to  my 
consideration  is,  not  whether  the  Secretary  of  the  Treasury, 
under  the  existing  law,  can  redeem,  retire,  cancel,  and  take  out 
of  circulation  the  United  States  Treasury  notes,  but,  whether  he 
can  pay  coin  at  the  Treasury  for  all  that  shall  be  presented 
for  payment,  re-issuing  them  in  the  ordinary  disbursements 
of  the  Government,  which  practice,  established  and  adhered 
to,  would  be,  to  all  intents  and  purposes,  the  much  desired 
and  dreaded  resumption  of  specie  payments  by  the  United 
States. 

With  this  explanation  I proceed  to  examine  the  powers 
and  duties  of  the  Secretary  of  the  Treasury  under  the  laws 
of  Congress. 

There  is  no  statute  of  the  United  States  requiring  or  direct- 
ing the  suspension  of  specie  payments,  so  that  resumption 
may  be  undertaken  at  once,  without  the  infraction  of  any 
positive  law. 

The  Treasury  notes  now  in  circulation  were  first  author- 
ized by  the  act  of  February  25,  1862.  (12  Stat. -at-large  345.) 
By  that  act,  “The  Secretary  of  the  Treasury  is  hereby  author- 
ized to  issue  on  the  credit  of  the  United  States  $ 150,000,000 
of  United  States  notes,  not  bearing  interest,  payable  to  bearer, 
at  the  Treasury  of  the  United  States,  which  notes  may  be  re- 
issued from  time  to  time,  as  the  exigencies  of  the  public  interest 
shall  require.'*  Section  3,  of  the  same  act,  provides  that  “ all 
the  provisions  of  the  act  entitled  an  act  to  authorize  the 
issue  of  Treasury  notes,  approved  the  23rd  day  of  December, 
1857,  so  far  as  they  can  be  applied  to  this  act,  and  not 
inconsistent  therewith,  are  hereby  revived  and  re-enacted. 
Recurring  to  the  act  referred  to  we  find  these  provisions : 
“Such  Treasury  notes  shall  be  paid  and  redeemed  by  the 
United  States,  at  the  Treasury  thereof,  after  the  expiration 
of  one  year  from  the  dates  of  said  notes.*’  “ The  payment  or 
redemption  of  said  notes  herein  provided  for  shall  be  made 
to  the  lawful  holders  thereof,  respectively,  on  presentment  at 
the  Treasury,  and  shall  include  the  principal  of  each  note 
and  the  interest  which  shall  be  due  thereon,  and  for  such 
payment  and  redemption,  at  the  time  or  times  herein  speci- 
fied, the  faith  of  the  United  States  is  hereby  solemnly 
pledged.**  “The  Secretary  of  the  Treasury  is  authorized  and 
directed  to  cause  to  be  paid,  the  principal  and  interest  of 
such  Treasury  notes  as  may  be  issued  under  this  act,  at  the 
time  and  times  when  according  to  its  provisions  the  same 
should  be  paid.  And  so  much  of  any  unappropriated  money 
in  the  Treasury  as  may  be  necessary  for  the  purpose,  is  hereby 
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appropriated  to  the  payment  of  principal  and  interest  of  said 
notes.” 

By  the  act  of  February  25th,  1862,  all  these  provisions  “so 
far  as  they  can  be  applied  to  this  act,  and  not  inconsistent 
therewith,  are  revived  and  re-enacted.”  To  pay,  redeem, 
cancel,  and  retire  the  Treasury  notes  of  1862,  would  be 
inconsistent  with  the  provision  in  the  act  of  1862,  that  such 
notes  might  be  re-issued.  But  to  pay  and  redeem  would  not 
be  inconsistent  with  the  act  of  1862,  inasmuch,  as  the  notes 
paid  and  redeemed  in  the  hands  of  one  holder,  might  there- 
after be  re-issued  to  another  holder.  It  is  fairly  inferable 
therefore,  from  the  two  acts,  that  payment  and  redemption  of 
the  Treasury  notes  by  the  Secretary,  provided  he  does 
not  afterwards  cancel  and  retire  them,  is  not  only  permitted, 
but  directed  by  the  act  of  February  25th,  1862,  and  the 
appropriation  to  make  the  payment  out  of  any  unappropriated 
money  in  the  Treasury  is  revived  and  re-enacted  in  the  said 
act  of  February,  1862. 

A further  issue  of  Treasury  notes  was  issued  under  the 
act  of  July  nth,  1862,  (12  Stat. -at-large,  532.)  These  notes 
were  made  payable  at  the  Treasury  of  the  United  States,  and 
the  act  contained  this  express  proviso : “ Provided  however, 
that  any  notes  issued  under  this  act  may  be  paid  in  coin 
instead  of  being  received  in  exchange  for  certificates  of 
deposit,  as  above  specified,  at  the  direction  of  the  Secretary 
of  the  Treasury.”  So  that  this  act  contained  an  express  per- 
mission to  the  Secretary  to  pay  the  notes  in  coin.  Section  6 
re-enacts  all  the  provisions  of  the  act  of  February  25th,  1862, 
before  recited,  including  the  power  to  re-issue  the  Treasury 
notes,  and  including  the  revising  and  re-enacting  of  the 
before-named  clauses  of  the  act  of  December  23d,  1857. 

The  act  of  March  3d,  1863,  authorized  the  issue  of 
$ 150,000,000  of  Treasury  notes  without  interest,  payable  to 
bearer,  and  authorized  them,  when  returned  to  the  Treasury, 
to  be  re-issued  from  time  to  time,  as  the  exigencies  of  the 
public  service  might  require.  The  same  act  revives  and 
re-enacts  the  provisions  of  the  act  of  December  23d,  1857, 
which  are  hereinbefore  recited. 

Under  these  three  acts  therefore,  the  Secretary  of  the 
Treasury,  appears  to  have  been  authorized,  if  not  directed, 
to  pay  the  Treasury  notes  when  presented  at  the  Treasury,, 
in  coin,  on  demand,  with  the  right  to  re-issue  them  if  the 
exigency  of  the  public  service  required  it. 

Let  us  see  if  this  authority  has  ever  been  taken  away.  The 
act  of  April  12,  1866  (Stat.  14,  sec.  31),  authorized  the  dispos- 
ing of  bonds  of  the  United  States,  and  the  use  of  the  pro- 
ceeds thereof,  for  retiring  Treasury  notes  or  other  obligations 
issued  under  any  act  of  Congress,  “ provided  that  of  United 
States  notes,  not  more  than  $ 10,000,000  may  be  retired  and 
cancelled  within  six  months  from  the  passage  of  this  act,  and 
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thereafter  not  more  than  $4,000,000,  in  any  one  month.  This 
was  a provision  for  retiring  and  canceling,  and  withdrawing 
from  circulation  Treasury  notes,  a process  entirely  different 
from  paying,  redeeming,  re-issuing,  and  so  keeping  them  in 
circulation.  Under  its  operation  the  circulation  of  that  kind 
of  currency  was  considerably  contracted,  but  it  was  not  found 
advantageous,  and  on  February  3d,  1868,  Congress  absolutely 
suspended  its  provisions,  and  took  from  the  Treasury  the 
power  under  it,  ‘‘to  make  any  reduction  of  the  currency  by 
retiring  or  canceling  United  States  notes.**  But  they  did  not 
take  from  the  Secretary  the  power  he  already  possessed  to 
pay  and  redeem  Treasury  notes,  and  re-issue  the  same,  or 
hold  them  in  the  Treasury,  subject  to  be  paid  out  in  the  dis- 
bursements of  the  Government. 

The  only  other  legislation  of  Congress  to  be  considered  as 
bearing  upon  the  question  under  consideration,  is  the  act  of 
January  14,  1875.  This  act  requires  the  Secretary  of  the 
Treasury  to  redeem  the  legal-tender  United  States  notes  to 
the  extent  of  eighty  per  cent,  of  the  circulating  notes  there- 
afterwards  issued  to  National  banks,  until  the  former  class  of 
notes  is  reduced  to  $ 300,000,000.  This  provision  plainly 
requires  not  only  a redemption,  but  a withdrawal,  of  United 
States  Treasury  notes,  until  their  aggregate  is  reduced  to 
$ 300,000,000,  provided  the  vacuum  has  been  filled  by  an 
equivalent  number,  plus  twenty  per  centum,  of  National  bank 
notes  ; but  it  interferes  in  no  way  with  the  existing  authority 
of  the  Secretary  to  redeem  and  re-issue  such  of  the  United 
States  notes  actually  authorized  as  may  be  presented.. 
Another  provision  of  the  same  act  requires  the  Secretary  to 
redeem  in  coin  the  United  States  legal-tender  notes  then 
outstanding,  on  their  presentation  for  redemption  at  the  office 
of  the  Assistant  Treasurer  of  the  United  States,  in  the  city  of 
New  York,  in  sums  of  not  less  than  fifty  dollars,  on  and  after 
January  ist  1879.  There  is  no  implication  in  this  language 
that  he  may  not  pay,  redeem,  and  re-issue  Treasury  notes 
whenever  presented  at  the  Treasury.  And  the  express 
authority,  given  him  by  the  earlier  acts  to  do  so,  could  not 
be  taken  away  by  mere  implication.  I conclude  that  the 
Secretary  of  the  Treasury  has  sufficient  authority  under  exist- 
ing laws  to  pay  coin  for  Treasury  notes  presented  at  the 
Treasury,  provided  he  shall  not  cancel  and  retire  them  from 
circulation.  In  other  words  that  he  has  the  right  to  resume 
specie  payments  at  his  discretion. — Very  respectfully, 

George  F.  Talbot, 

Solicitor  of  the  Treasury,. 

Hon.  Alphonso  Taft, 

Attorney  General, 

In  a letter  to  the  Secretary  of  the  Treasury  written  subse- 
quently to  the  above,  the  Solicitor  gives  his  views  upon  the 
feasibility  as  well  as  the  importance  of  immediate  resump- 
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tion.  Having  already  said  that  no  further  legislation  is 
necessary,  the  Solicitor  would  have  Congress  adopt  a sug- 
gestion made  last  year.  This  is  that  it  re-enact  the  pro- 
vision in  the  two  first  acts  authorizing  the  issue  of  United 
States  Treasury  notes,  “that  any  holder  of  said  United 
States  notes,  depositing  any  sum  not  less  than  one  hundred 
dollars,  or  some  multiple  of  one  hundred  dollars,  with  the 
Treasurer  of  the  United  States,  or  either  of  the  Assistant 
Treasurers,  shall  receive  in  exchange  therefor,  duplicate 
certificates  of  deposit,  one  of  which  may  be  transmitted 
to  the  Secretary  of  the  Treasury,  who  shall  thereupon 
issue  to  the  holder  an  equal  amount  of  bonds  of  the 
United  States,  bearing  interest  at  the  rate  of  $ 3.65  per 
centum  per  annum,  payable  semi-annually,  and  redeemable  at 
the  Treasury  of  the  United  States,  after  five  years,  payable 
in  twenty  years  from  the  date  thereof,"  provided  that  said 
bonds  shall  be  at  all  times,  at  the  option  of  the  holder 
thereof,  exchangeable  for  Treasury  notes,  at  par,  for  the  prin- 
cipal thereon,  the  accrued  interest  being  paid  in  coin.  A 
provision  of  this  kind  would  permit  a contraction  of  the 
currency  to  the  extent  that  it  was  in  excess  of  what  would 
be  needed  in  exchanges — a contraction  regulating  itself, 
according  to  the  activity  of  business,  and  not  subject  to  con- 
trol by  the  Secretary  of  the  Treasury,  by  Congress,  or  the 
National  banks. 


PUBLIC  WORKS  IN  INDIA. 

A vigorous  controversy  has  been  going  on  for  some  time 
as  to  the  productiveness  of  the  public  works  constructed  by 
the  British  Government  in  India.  From  some  recent  reports 
which  have  been  published  it  is  possible  to  obtain  more 
complete  evidence  than  has  been  accessible  heretofore.  For 
Bombay  and  Madras  the  reports  have  not  yet  appeared. 
Consequently  we  must  at  present  leave  them  out  of  the  account. 
For  the  other  three  districts  the  financial  statements  are  re- 


ported  as  follows  : 

CAPITAL  EXPENDITURE. 

Bengal. 

Northwest 

Provinces. 

Punjaub. 

Total. 

Works  in  operation 

a, 344,809  . 

3.858, 516 

■ £ 1,977.765 

■ 8, 181,090 

Works  under  construction. 

1,306,823  . 

677.174 

999*729 

*.983.726 

Total 

3,651,632 . 

4,535.690 

• 2,977,594 

. 11,164,816 

REVENUE. 

From  Rates. 

2h759  • 

271,740 

>75.94* 

469,441 

Estimated  increase  in  land 
revenue  due  to  the  works 

nil. 

857887 

78,519 

. 164,406 

Total  revenue 

*>.759  • 

36.139  • 

357.627 

*54,461 

633  847 

Deduct  working  expenses 

130,860 

118,171 

285,170 

Net  revenue 

— 14.380  • 

226,767  . 

136,290 

348,677 
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It  appears  in  this  statement  that  the  total  expenditure  has 
been  eleven  millions  sterling  ; of  which  eight  millions  have 
been  spent  on  works  in  operation,  and  three  millions  on 
works  as  yet  incomplete.  The  revenue  from  these  works 
amounted  to  $ 633,847  of  which  469,441  were  from  the  taxes 
imposed  on  those  who  were  assessed  for  the  use  of  water, 
and  jQ  164,406  for  the  estimated  increase  in  the  land  revenue 
due  to  the  works.  Of  the  633,847  gross  revenue  285,170 
were  consumed  by  operating  expenses,  so  that  the  net  reve- 
nue was  348,677.  But  the  interest  charges  on  the  capital 
expended  called  for  45  7,070  a year  so  that  there  is  a deficit 
of  jQ  108,393.  But,  as  was  said,  more  than  one-fourth  of  the 
capital  has  been  expended  for  works  which  are  under  con- 
struction and  are  as  yet  unproductive.  Confining  our  esti- 
mate to  the  productive  works,  the  interest  charges  must  be 
set  down  at  jQ  354,782,  and  the  revenue  direct  and  indirect  to 

348,677.  On  these  estimates  it  would  appear  that  the  works 
in  question  are  very  nearly  self-supporting  as  the  deficiency 
is  reduced  to  a little  over  $30,000  a year.  When  the  reports 
of  Madras  and  Bombay  become  accessible  to  the  public,  we 
shall  be  able  to  learn  whether  these  favorable  and  somewhat 
unexpected  results  are  repeated  in  those  districts.  The  proba- 
bility is  that  the  returns  will  be  even  more  favorable  than 
those  we  have  now  been  considering. 

In  the  October  number  of  Fraser's  Magazine^  an  able 
writer  constructs  a very  ingenious  argument  to  show  that  in 
India,  as  well  as  in  other  parts  of  the  world,  productive 
agencies  have  been  multiplied  beyond  all  reason  ; and 
although  there  is  hope  everywhere  else  that  in  due  time, 
and  before  a very  long  interval  has  elapsed,  a revival  of 
prosperity  may  be  looked  for,  still  he  is  obstinately  deter- 
mined to  see  no  such  hope  for  India.  All  he  can  see  in  the 
future  is  ‘‘  continued  dullness,  disturbed  exchanges,  an  embar- 
rassed Government,  and  a possible  financial  crisis,  which 
neither  India  itself,  nor  other  Asiatic  countries  with  which 
we  trade,  may  for  many  a long  day  be  able  to  overcome.'* 
To  sustain  this  grave  charge,  which  at  first  sight  seems  mon- 
strous and  incredible,  this  writer  tries  to  show  that  the 
money  which  has  been  spent  by  England  in  improving  her 
Indian  Empire,  has  been  for  the  most  part  thrown  away. 
One  is  surprised  to  see  in  the  London  Economist^  and  in 
some  other  English  journals  of  late,  a disposition  to  assume 
and  take  for  granted  this  waste  of  capital.  But  the  writer 
in  Fraser  offers  the  only  instance  we  have  met  with  in  which 
an  attempt  has  been  made  to  demonstrate  it  by  argument. 
He  begins  by  giving  an  account  of  what  has  been  done. 
He  says  : 

“ In  no  country,  except  perhaps  the  United  States,  has  the 
modern  doctrine  that  railways,  telegraphs,  and  all  scientific 
improvements  were  the  only  roads  to  speedy  wealth,  had 
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more  unrestrained  free  play  than  in  India.  Ever  since  the 
time  of  Lord  Dalhousie  the  motto  of  the  English  rulers  of 
the  country  has  been  ‘ material  progress  at  any  cost ; ' the 
development  of  the  Empire  by  means  of  railways,  canals, 
irrigation  works,  model  farms,  telegraphs,  and  roads.  High 
pressure  has  thus  been  put  on  wherever  we  directly  ruled, 
and  the  residents  at  the  dependant  native  courts  have  in 
many  cases  carried  the  stimulus  of  this  new  spirit  into  the 
councils  of  the  petty  rulers  whose  hands  they  were  deputed 
to  guide.  As  a result  of  this,  in  less  than  twenty-five  years 
India  has  been  covered  with  a network  of  railways,  which 
now  reaches  upwards  of  6,300  miles,  and  a closer  network 
of  telegraph  wires  extending  to  some  35,000  miles.  The 
enormous  sum  of  jQ  17,000,000  has  been  sunk  in  irrigation 
works  on  the  Indus,  the  Sutlej,  and  on  the  Upper  Ganges, 
in  Orissa,  and  at  the  mouths  of  the  Godaveri  and  Krishna 
rivers,  besides  lesser  works  in  the  Bombay  Presidency  and  in 
the  Deccan,  and  we  are  not  sure  whether  that  sum  includes 
the  indemnifications  paid  to  bankrupt  private  companies.  At 
the  same  time  attention  has  been  given  to  the  improvement 
of  the  agriculture  of  the  country,  and  to  the  introduction  of 
new  inventions,  or  new  plants  for  cultivation,  on  all  of  which 
considerable  sums  have  been  spent  by  the  Government. 
The  intention  of  most  of  these  works  has  undoubtedly  been 
on  the  whole  good.  Military  considerations  probably  had  a 
good  deal  to  do  with  the  rapid  railway  building  that  went 
on  after  the  Indian  Mutiny  was  suppressed,  and  the  direc- 
tions taken  by  such  lines  at  the  Scinde,  Punjaub,  and  Delhi, 
or  the  Indus  Valley  ; and  much  of  the  telegraph  communi- 
cation established  was  purely  for  Government  purposes.  But, 
with  these  deductions,  the  main  object  of  the  Government 
was,  no  doubt  sincerely  enough,  the  good  of  the  people. 
It  was  hoped  that  a great  outburst  of  wealth  would  follow 
the  introduction  of  the  iron  roads,  and  that  India  would 
soon  stand  forward  as  the  richest  country  in  Asia,  one 
well  able  to  bear  all  the  burdens  laid  upon  her  by  her 
forced  material  revolution.  She  was  to  be  ‘ developed  ' pre- 
cisely as  England  has  been. 

‘‘  It  must,  I fear,  be  admitted  that  these  expectations  have 
been  only  very  moderately  fulfilled.  A great  deal  of  the 
work  on  which  so  much  money  has  been  spent  has  proved 
so  far  completely  delusive  in  profitable  results.  No  distinct 
profit  has  accrued  to  either  population  or  Government  from 
most  of  the  irrigation  works  begun  in  undeniable  good 
faith  as  helps  to  the  people,  but  indiscreetly  expanded  by 
officials  who  did  not  know  sufficiently  what  they  were  about. 
There  are  also  in  connection  with  them  singular  instances  of 
transactions  very  like  jobbery.  A company,  for  instance, 
called  the  East  India  Irrigation  Company,  tried  to  construct 
the  Orissa  works,  and  to  make  them  pay,  but  failed,  and 
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the  Government  bought  them  up  at  a cost  of  over  a mil- 
lion sterling,  and  it  is  calculated  that  about  jQ  2,600,000 
will  be  required  altogether  to  complete  the  canals  which, 
when  made,  will  not  pay  their  maintenance  expenses.  The 
Orissa  people  do  not  care  for  irrigation,  and  will  not  pay  for 
it.*  The  history  of  the  Madras  Irrigation  and  Canal  Com- 
pany is  another  instance  too  notorious  to  need  detailing,  and 
we  merely  call  to  mind  the  fact  that  the  Government  has  to 
pay  interest  on  some  ^ 1,600,000  of  capital  guaranteed  to  it, 
and  that  the  works  constructed  by  it  are  maintained  at  a 
dead  loss.  In  other  places,  such  as  the  Upper  Ganges  and  the 
Sutlej  Valley,  matters  have  not  been  so  bad.  The  water  is 
more  appreciated,  and  the  people  seem  better  able  to  pay 
for  it,  so  that  some  of  the  works  yield  a small  net  per- 
centage on  the  capital  outlay.  As  a whole,  however,  the 
irrigation  works  of  the  Indian  Government  are  not  pros- 
perous, and  do  not  yield  on  the  best  view  more  than  half 
the  interest  on  their  capital.  They  and  the  railways  together 
thus  entail  heavy  burdens  on  the  taxation  of  the  country. 
The  result  from  one  point  of  view  of  all  the  progress  fever 
of  the  past  quarter  of  a century  has  in  fact  been  that  the 
gross  debt  of  the  Empire,  including  short  loans  and  the  rail- 
way obligations  guaranteed  by  the  Imperial  Exchequer,  has 
risen  from  162,000,000  in  1865  to  upwards  of  224,000,000 
at  the  end  of  the  last  financial  year.  State  railways  alone 
absorbed  3,000,000  in  the  financial  year  ended  March,  1875, 
and  the  money  needs  to  be  borrowed,  so  that  lately  between 
this  outlay  and  the  heavier  financial  charges  the  debt  of 
India  has  been  increasing  at  an  unusually  rapid  pace.  The 
total  debt,  exclusive  of  the  then  small  guaranteed  railway 
capital,  was  only  59,500,000  in  1858,  when  the  Crown  suc- 
ceeded to  the  inheritance  of  the  defunct  East  India  Com- 
pany, and  ten  years  before  it  was  only  ^49,000,000,  big 
enough  for  the  wealth  of  our  dominions.  The  present 
amount  of  the  debt  we  have  given,  and  the  charge  for  the 
interest  on  the  funded  and  unfunded  debt,  and  on  railway 
guarantees,  is  now  over  10,500,000,  including  the  charges 
on  the  East  India  Company's  stock.  Ten  years  ago  the  total 
charge  was  a little  over  6,000,000,  in  1858  it  was  only 
^ 2,500,000,  and  at  the  beginning  of  Lord  Dalhousie's  admin- 
istration in  1848  it  was  2,300,000.  Of  this  enormously 
increased  burden  the  railways  and  canals  nominally  meet 
about  3,900,000,  and  the  rest  has  to  come  out  of  the  aug- 
mented taxes  of  the  Empire." 

These  arguments  are  very  adroitly  put.  It  is  perfectly 
clear  that  there  has  been  a great  expenditure.  The  works 
which  have  been  constructed  have  involved  an  immense  out- 
lay, but  the  country  is  commensurate  with  that  outlay,  and 
its  population  is  more  than  commensurate.  Whether  the 

* Moral  and  Material  Progress  of  India,  1874,  pp.  68,  69. 
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money  has  been  well  spent  or  not  it  has  reared  a vast  mech- 
anism of  productive  power  which  is  at  present  only  in  its  in- 
cipient stages  of  growth.  As  shown  above,  it  is  vigorously  at 
work,  and  is  producing  returns,  which  though  not  so  great  as 
the  same  outlay  would  have  produced  in  England  or  the 
United  States,  are  very  promising  for  the  future,  and  exceed 
the  expectations  indulged  by  many  persons  when  the  works 
were  undertaken.  The  writer  before  us  goes  on  to  say,  that 
further  outlay  on  these  incomplete  government  works  in  India 
must  be  stopped.  If  this  chimerical  proposition  could  be  ac- 
cepted, there  is  no  doubt  that  many  promising  branches  of 
railroad  and  many  useful  improvements  of  other  kinds  would 
be  comparatively  useless.  But  even  then  the  great  body  of 
the  productive  works  created  by  the  Government  in  India 
would  continue  to  increase  in  value,  though  their  growth 
would  not  be  so  rapid  as  if  the  pruning  process  had  been 
more  judiciously  regulated.  The  only  other  argument  worth 
attention  in  the  article  before  us  is  as  to  the  revenue.  It 
says,  the  revenue  of  the  government  in  India  has  not  in- 
creased as  much  as  it  ought  to  have  done,  and  the  people 
are  so  poor  that  they  are  unable  to  bear  a heavy  taxa- 
tion. He  adds  that  the  increase  in  the  Indian  revenue  has 
been  gained  rather  by  an  extension  of  territory  than  by  com- 
pelling the  people  to  pay  a larger  sum  per  capita  as  taxation. 
If  it  be  true  that  the  taxes  now  raised  in  India  press  less 
heavily  upon  the  individual  citizen  than  ten  or  fifteen  years 
ago,  when  the  aggregate  revenue  was  less,  what  does  this 
show,  except  that  the  Indian  tax  payer  has  enjoyed  the  same 
relief  as  the  British  tax  payer  at  home  ? Is  it  not  notorious 
that  although  the  revenue  of  Great  Britain  has  averaged  of 
late  years  a greater  sum  than  ever  before,  the  individual  tax 
payer  has  a less  share  to  contribute,  so  that  the  pressure  of 
taxation  has  been  growing  less.  If  this  principle  has  been 
illustrated  in  India  as  the  writer  in  Fraser's  Magazine  afUnns^ 
very  few  persons  will  treat  his  discovery  as  of  much  conse- 
quence, or  will  deduce  from  it  the  sinister  predictions  which 
seem  to  give  him  so  melancholy  a pleasure.  Perhaps  it  may 
be  possible  to  prove  that  the  great  public  works  of  India  are 
worthless,  and  that  the  capital  sunk  in  them  has  been  wasted. 
But  candor  compels  us  to  say  that  neither  this  writer,  nor  the 
multitude  of  others  who  sympathize  with  him,  have  succeeded 
in  demonstrating  the  fact  or  even  in  rendering  it  probable. 
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THE  NATIONAL  DEBT  MAY  BE  EASILY  PAID- 
COMPARISON  WITH  THE  REVOLUTIONARY  DEBT. 

BY  GEORGE  M.  WESTON. 

If  we  knew  with  accuracy  the  ratio  of  the  present  National 
debt  to  the  wealth  and  revenue  capacity  of  the  country,  and 
also  knew  with  accuracy,  what  the  ratio  was  of  the  Revolu- 
tionary debt  to  the  wealth  and  revenue  capacity  of  the  coun- 
try during  the  first  twenty  years  under  the  present  constitu- 
tion {1790  to  i8io),  we  could  deduce  from  the  comparison 
instructive  lessons.  The  comparison  would  show  what  is  pos- 
sible to  be  done  in  respect  to  the  liquidation  of  our  existing 
debt.  It  would  also  show  what  ought  to  be  done,  so  far  as 
we  are  disposed  to  imitate  the  examples  and  to  follow  the 

safe  precedents"  of  the  founders  of  the  Government. 

Exact  accuracy  in  this  comparison  is  not  practicable,  but 
such  approximations  to  accuracy  may  be  made,  as  to  throw 
valuable  light  upon  the  possibilities  and  duties  of  the  case. 

During  the  first  decade  under  the  present  constitution  (1790 
to  1800)  our  ancestors  paid  the  interest  on  the  Revolutionary 
debt.  During  the  second  decade,  they  paid  half  the  princi- 
pal of  it.  If  the  second  war  of  1812-15,  with  Great  Britain, 
had  not  occurred,  it  is  apparent  that  they  would  have  paid 
the  remaining  half  of  the  principal  by  about  the  middle  of 
the  third  decade. 

The  census  makers  give  the  true  value  of  the  property  in 
the  United  States,  as  follows  : 

Millions  qf 

Years,  Dollars. 

1850 7.«3S 

l86o 16,159 

1870 30,068 

Before  1850  nothing  like  a valuation  was  prescribed  in  the 
various  laws  for  taking  the  census.  To,  and  including  1830, 
there  were  mere  enumerations  of  persons,  with  varying  classi- 
fications. 

The  census  of  1840  gave  some  meagre  accounts  of  employ- 
ments and  industries. 

Some  suspicion  of  inflation  may  attach  to  the  valuation  of 
1870,  the  currency  having  been  then  considerably  depreciated, 
but,  as  a whole,  the  prices  of  real  estate,  which  constitutes 
the  great  item  of  property,  were  not  raised  by  this  deprecia- 
tion.^ It  is  doubtful  if  they  were  at  all  raised  by  it.  They 
were  enhanced,  as  a general  rule,  only  in  the  cities,  and  there 
was  another  cause  for  that — in  the  growth  of  the  urban  popu- 
lations. 

45 
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As  will  be  seen,  the  wealth  reported  by  the  census  makers, 
considerably  more  than  duplicated  between  1850  and  i860, 
but  fell  somewhat  short  of  a duplication  between  i860  and 
1870. 

In  the  whole  twenty  years  the  increase  was  something  more 
than  four-fold. 

If  we  apply  the  rule  of  quadrupling  once  in  twenty  years, 
to  the  sixty  years  running  back  from  1850  to  1790,  it  would 
give  us  only  one  hundred  and  eleven  millions  as  the  wealth 
of  the  country  in  1790.  In  fact,  the  ratio  of  gain  in  wealth, 
was  much  slower  before  1850,  than  afterwards.  Railroads, 
machinery,  and  inventions  of  all  kinds,  have  so  multiplied  in 
recent  times  as  to  double  wealth  in  ten  years,  but  we  cannot 
calculate  backwards  to  1790  in  that  way.  So  much  it  is 
easy  to  apprehend,  but  it  is  not  easy  to  determine  satisfac- 
torily by  what  rule  we  should  be  governed  in  such  a calcu- 
lation. 

Mr.  Tucker,  author  of  Progress  of  the  United  States,  published 
in  1843,  arrives  at  the  conclusion  that  the  decennial  increase  of 
wealth  had  been  fifty-three  per  cent.,  while  that  of  popula- 
tion had  been  only  thirty  three  and  one-third  per  cent.  If 
that  is  the  true  rule  for  calculating  backwards  from  1850 
the  wealth  of  the  country  was  852  millions  in  1790,  and 
1,303  millions  in  1800. 

The  houses  and  lands  were  valued  by  National  authority, 
under  the  direct  tax  acts  of  1798  and  1813,  in  ten  States,  and 
show  an  increase  from  $359,235,067,  to  $802,870,999.  This  is 
123  per  cent,  in  fifteen  years,  or  equal  to  a decimal  increase 
of  68  per  cent.  The  decennial  increase  of  population  in  the 
same  States  was  30  per  cent.  These  ten  States  were  New 
Hampshire,  Massachusetts,  Rhode  Island,  Connecticut,  Ver- 
mont, New  York,  Delaware,  Maryland,  North  Carolina,  and 
Tennessee.  The  other  States  assumed  the  direct  tax  of  1813, 
so  that  as  to  them  these  comparisons  cannot  be  made. 

This  increase  of  the  value  , of  the  realty  in  ten  States  is 
one  of  the  elements  in  Mr.  Tucker’s  calculations.  The  other 
elements  which  he  introduces,  and  which  reduce  the  calcu- 
lated decennial  increase  of  wealth  from  sixty-eight  to  fifty- 
three  per  cent.,  are  comparisons  of  the  valuations  of  the 
realty  at  various  dates,  in  New  York  and  Virginia  ; of  the 
consumption  of  three  articles  in  common  use,  tea,  coffee,  and 
wine  ; and  of  exports,  imports,  manufactures,  and  specie  in 
circulation.  All  authorities  agree  that  wealth  has  always 
increased  in  this  country  more  rapidly  than  numbers. 

The  total  National  valuation  of  houses  and  lands,  in  1798, 


was  as  follows : 

Number.  Value  in  dollars. 

Acres  of  land 163,746,688  479f293,263 

Houses 276,695  140,683,984 
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Houses  and  the  lots  ( not  exceeding  two  acres ) on  which 
they  were  built,  of  less  than  $ 100  in  value,  were  excluded 
altogether  from  the  assessment. 

In  1798  the  wealth  of  the  country,  outside  of  houses  and 
lands,  was  inconsiderable,  and  if  they  were  correctly  valued, 
such  an  estimate  of  the  total  wealth  in  1790,  and  1800, 
namely,  852  millions  and  1,303  millions,  as  would  result  from 
applying  the  rule  of  Mr.  Tucker,  is  too  high.  But  if  we  adopt 
this  rule,  and  take  for  the  years  1795,  mean  of 

the  valuations  and  populations  at  the  immediately  preceding 
and  succeeding  census  periods,  the  following  figures  represent 
the  numbers  and  wealth  of  the  country  at  the  dates  named  : 

Valuation 

Years.  Population.  in  millions, 

1795 4*619,543  1,077 

1865 35,000,896  23,114 

Our  present  debt  reached  its  maximum  in  1865  (August 
31  ).  The  Revolutionary  debt,  as  its  different  portions  were 
successively  funded,  reached  its  maximum  in  1795,  adopting 
for  that  year,  the  figures  of  January  i,  1796.  The  debt  of 
1795  was  eighty-four  millions  ; that  of  1865  was  2,846  mil- 
lions. This  would  show  in  1865,  a valuation  twenty-two  times 
as  great,  and  a debt  thirty-four  times  as  great,  as  in  1795. 

But  valuation  is  only  one  measure  of  the  capacity  to  yield 
revenue,  as  taxes  fall  on  labor,  incomes,  and  consumption, 
as  well  as  on  property.  At  the  present  day,  as  compared  with 
the  rude  and  impoverished  period  which  followed  the  revolu- 
tion, wages  and  the  income  of  capital  are  higher,  and  the  con- 
sumption is  relatively  greater,  of  the  articles  upon  which 
duties  of  importation  and  excise  may  be  levied. 

The  actual  net  revenue  of  the  government,  excluding  loans 
and  premiums  on  loans,  compares  in  three  decades  as  follows  : 


Decades 

ending 

1800. 

1810. 

1875. 


Income,  Dollars. 

56,800,000 

132,000,000 

3,767,643,652 


The  last  decade  is  from  June  30,  1865,  to  June  30,  1875. 

These  figures,  as  comparisons  of  the  revenue  capacity  of 
the  periods  named,  are  probably  too  favorable  to  the  two 
first  decades  named.  Taxation  was  high  and  searching  for 
two  or  three  years  after  the  late  civil  war,  but  great  reduc- 
tions began  then  to  be  made.  The  tea  and  coffee  duties,  the 
income  tax,  and  nearly  all  the  stamp  duties  have  been  taken 
off,  and  the  reductions  in  other  taxes  have  been  great.  The 
aggregate  revenue  was  thus  cut  down  from  520  millions  in 
1865  to  234  millions  in  1875.  On  the  contrary,  all  historical 
accounts  prove  that  from  1790,  to  1810,  the  successive  adminis- 
trations, struggling  with  difficulties  of  all  kinds,  and  intent 
upon  the  early  payment  of  the  Revolutionary  debt,  imposed 
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every  burden  which  they  believed  the  country  could  bear,  and 
intended  to  improve  all  sources  of  revenue  to  the  utmost.  In 
the  first  decade,  they  resorted  to  direct  taxes  (in  1798),  and 
to  taxes  on  whiskey,  which  brought  on  a rebellion,  assuming 
the  proportions  of  a war;  General  Washington  calling  15,000 
troops  into  the  field.  There  was  no  relaxation  of  the  struggle 
to  pay  the  interest  and  reduce  the  principal  of  the  debt. 
Improving  revenues  did  not  lead  to  propositions  to  take  off 
taxes,  but  the  spectacle  of  a diminishing  debt  seemed  rather 
to  encourage  the  country  to  endure  taxation.  It  is  therefore 
fair  to  conclude  that  the  revenues  actually  obtained  from 
1790  to  1810,  were  up  to  the  limit  of  the  capacity  of  the 
nation. 

President  Washington,  in  his  speeches  to  Congress,  had  con- 
stantly urged  the  great  duty  of  paying  off  the  obligations  of 
the  country.  In  his  Farewell  Address  to  the  people,  upon 
retiring  from  public  life,  he  manifested  how  deeply  he  had 
this  at  heart,  in  the  following  words,  which  cannot  be  too 
often  repeated  : 

Avoid  likewise  the  accumulation  of  debt,  not  only  by 
shunning  occasions  of  expense,  but  by  vigorous  exertions,  in 
time  of  peace,  to  discharge  the  debts  which  unavoidable  wars 
may  have  occasioned,  not  ungenerously  throwing  upon  pos- 
terity the  burden  which  we  ourselves  ought  to  bear.  Bear  in 
mind,  that  towards  the  payment  of  debts,  there  must  be  rev- 
enue ; that  to  have  revenue,  there  must  be  taxes  ; and  no 
taxes  can  be  devised,  which  are  not  more  or  less  inconve- 
nient and  unpleasant.” 

This  address  was  made  to  willing  hearers.  They  increased 
the  revenues  from  fifty-seven  millions  in  the  first  decade 
under  the  constitution  to  132  millions  in  the  second  decade, 
and  of  the  132  millions  they  applied  only  fifty-six  millions 
to  the  support  of  the  Government,  leaving  seventy-six  mil- 
lions for  the  service  of  the  public  debt,  the  principal  of  which 
( including  the  new  debt  for  the  purchase  of  Louisiana,)  was 
thus  reduced  one-half  in  ten  years.  These  vigorous  exertions^ 
in  time  of  peace ^ to  discharge  the  debts  which  unavoidable  wars " 
had  occasioned f we  certainly  imitated  in  the  first  four  or  five 
years  after  the  surrender  of  Appomattox,  but  we  have  failed 
to  emulate  the  steadiness  of  purpose  which  characterized  our 
ancestors.  They  augmented  revenue,  as  growing  wealth  and 
population  made  it  possible  to  do  so.  We,  on  the  contrary, 
have  diminished  revenue.  No  nation  can  be  said  to  be  mak- 
ing “ vigorous  exertions  in  time  of  peace  ” to  pay  off  debts,  when 
it  relieves  from  taxes,  and  very  little  for  the  benefit  of  con- 
sumers, such  articles  as  tea  and  coffee. 

If  we  compare  the  first  and  second  decades  under  the  Con- 
stitution, not  with  the  first  decade  after  the  close  of  the 
Civil  War,  but  with  the  second  decade,  upon  which  we  have 
just  entered,  it  becomes  apparent,  with  what  ease,  as  com- 
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pared  with  the  difficulties  with  which  our  ancestors  strug- 
gled, our  present  debt  can  be  grappled  with,  and  how 
unjustifiable  the  proposition  is  to  issue  bonds  irredeemable 
for  half  a century.  Our  debt  April  i,  1876,  deducting  cer- 
tificates of  deposits,  the  deposits  being  on  hand,  was  2,132 
millions.  With  the  same  ratio  of  increase  as  between  i860 
and  1870  the  mean  population  for  the  decade  ending  in 
1885  will  be  48,197,964,  and  the  mean  valuation  will  be 
56,000  millions.  As  to  our  revenue,  it  may  be  said  that 
within  reasonable  limits,  it  will  be  just  what  we  choose  to 
make  it.  It  will  be  fifty-two  hundred  millions,  if  we  bring 
it  up  to  the  standard  of  the  year  1866;  it  will  be  thirty-seven 
hundred  and  sixty-seven  millions,  if  we  fix  upon  the  mean 
revenue  of  the  decade  ending  in  1875.  With  any  approxima- 
tion to  the  economies  and  reform  promised  by  both  the  great 
political  parties,  very  little  of  the  debt  would  remain  in 
1885,  with  the  smaller  revenue  of  3,767  millions. 

But  let  us  suppose  that  we  get  no  reform,  and  no  econom- 
ies, but  spend  as  much  in  this  decade  as  in  the  last,  and  with 
no  more  revenue,  when  the  receipts,  exclusive  of  loans,  were 
3,767  millions,  and  the  outgoes,  exclusive  of  the  service  of  the 
debtt  were  2,030  millions.  That  left  for  the  deb,  1,747  mil- 
lions. Such  a balance  as  that  would  pay  off  principal  far 
more  rapidly  in  this  decade,  because  the  interest  account  is 
so  much  reduced.  In  the  two  years  when  it  was  highest,  it 
stood  as  follows  : 


1867  $143,781,59* 

1868  140,424,045 


In  the  whole  decade  it  was  $1,235,101,451, 

In  the  first  year  of  this  decade,  the  interest  account  was 
ninety-five  millions.  The  mean  for  the  decade,  with  any  tol- 
erable management,  will  not  exceed  seventy  millions.  The 
refundings  alone,  in  which  the  Secretary  of  the  Treasury  is 
is  engaged,  will  reduce  it  to  eighty  millions,  and  the  reduc- 
tion of  the  principal  will  diminish  the  average  annual  inter- 
est for  the  ten  years  to  seventy  millions. 

On  this  calculation,  the  income  of  the  decade,  3,767  mil- 
lions, will  be  applied  as  follows : 

Millions. 


Expenses  of  Government. 2,030 

Interest  on  debt 700 

Principal  of  debt *,037 


This  calculation  calls  for  no  more  *‘Weform''  or  economies^" 
than  we  have  had  for  the  past  ten  years,  and  for  no  more 
revenue  than  we  have  had  in  the  past  ten  years,  although  our 
wealth  during  this  decade  will  be  nearly  double  what  it  was 
during  the  last.  Such  exertions  in  time  of  peace'"  will  not  be 
deemed  overstrained,  to  pay  off  debts,  incurred,  to  be  sure, 
in  an  unavoidable  warf  but  very  largely  from  the  reckless 
and  extravagant  manner  in  which  it  was  carried  on.  And 
considering  that  this  generation  profited  by  the  extravagance 
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and  recklessness  of  the  war,  not  to  make  such  exertions"  will 
be  most  “ ungenerously  throwing  upon  posterity  the  burden  whch  we 
ourselves  ought  to  bear." 

The  pensions  paid  during  the  last  decade  were  268  mil- 
lions. They  will  be  less  during  this  decade,  unless  they  are 
supplemented  by  new  grants  to  claim  agents,  under  the  name 
of  equalized  bounties.  And  it  should  be  added,  that  in  the 
ordinary  expenditure  of  2,030  millions  of  the  last  decade  is 
included  the  payment  of  several  items  which  appear  in  the 
debt  of  2,846  millions  of  August  31,  1865. 

In  the  article  on  the  Funding  System,  furnished  for  the 
Encyclopedia  Britannica^  David  Ricardo  says  : 

‘‘To  pay  off  the  whole,  or  a great  portion  of  our  debt, 
is,  in  our  estimation,  a most  desirable  object.  If  the  debt 
were  paid  by  a tax  on  property,  once  for  all,  it  would  effect 
its  object.  Its  operation  might  be  completed  in  two  or  three 
years  during  peace.  Thus,  by  one  great  effort,  we  should  get 
rid  of  one  of  the  most  terrible  scourges  which  was  ever 
invented  to  afflict  a nation.” 

To  the  suggestion,  that  money  could  not  be  obtained  to 
pay  taxes  so  heavy,  Mr.  Ricardo  replies  that  it  would  be 
readily  furnished  by  those  to  whom  the  government  would 
be  paying  the  debt. 

“Withdraw,”  he  says,  “this  great  borrower  from  the  mar- 
ket, and  private  borrowers  would  be  readily  accommodated.” 

The  statement  that  enlightened  opinion  in  England  is  in 
favor  of  the  permanent  continuance  of  the  English  debt,  is 
not  confirmed  by  the  fact  that  this  trenchant  article  of 
Ricardo  has  been  continued  in  successive  editions  of  the 
Encyclopedia  Britanica.  In  a note  in  the  eighth  edition,  the 
editors  say  : 

“The  article  on  the  Funding  System,  by  the  late  David 
Ricardo,  Esq.,  has  always  been  reputed  so  excellent,  that  it 
has  been  deemed  advisable  to  retain  it  entire,  and  the  sup- 
plement to  it  by  his  son,  will  bring  down  the  information  on 
the  subject  to  the  present  time.” 

What  would  be  practicable  in  respect  to  the  British  debt, 
which  is  all  held  at  home,  would  not  be  practicable  in  respect 
to  our  debt,  so  considerable  a portion  of  which  is  held  abroad. 
We  have  neither  the  disposable  gold  and  silver,  nor  merchan- 
dise, wherewith  to  discharge  what  we  owe  in  Europe,  within 
two  or  three  years.  But  we  can  easily  pay  everybody,  at 
home  and  abroad,  within  ten  years.  If  we  fail  to  do  it,  it 
will  not  be  from  the  lack  of  means,  but  because  we  do  not 
choose  to  do  it. 

It  is  unfortunate  that  the  existing  Act  of  1870,  under 
which  the  debt  is  being  refunded,  permits  a portion  of 
it  to  be  negotiated  on  a term  of  thirty  years.  That 
was  contrary  to  all  the  National  precedents.  The  debt  for 
the  purchase  of  Louisiana  was  all  reimbursable  wfthin  fiiteen 
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years.  The  loans  of  the  war  of  1812-15,  with  Albert  Gallatin 
at  the  head  of  the  Treasury,  were  limited  to  twelve  years. 
Down  to  the  Civil  War,  no  loan  was  made  beyond  twenty 
years.  During  the  Civil  War,  Mr.  Chase  was  even  more 
stringent  and  inflexible  in  reserving  the  right  of  the  Govern- 
ment to  pay  within  short  terms.  Nearly  all  the  borrowings 
under  his  administration  could  be  re-imbursed  within  five 
years,  at  the  option  of  the  Government,  and  beyond  the 
limit  of  ten  years  he  absolutely  refused  to  go  in  any  case. 
Those  who  now  say  that  he  could  have  borrowed  at  better 
rates,  on  longer  terms,  reason  carelessly  from  the  state  of 
things  at  present  existing.  It  is  undoubtedly  true,  to-day, 
that  a long  bond  can  be  marketed  at  a less  rate  of  interest 
than  a short  one.  But  that  was  not  true  in  any  appreciable 
degree,  while  the  Civil  War  was  raging,  and  the  proof  of  that 
was  the  near  approximation  in  prices  of  six  per  cent,  bonds 
redeemable  in  five  years,  and  of  six  per  cent,  bonds  not 
redeemable  until  1881.  The  dominating  question  at  that  time, 
was  not  the  length,  but  the  safety,  of  the  bond,  depending  as 
that  did  on  the  issue  of  the  struggle  for  the  Union.  Mr. 
Chase  made  mistakes,  but  not  in  this  matter. 

A loan  on  thirty  years  from  1871,  implies  a continuance  of 
some  portion  of  the  debt  to  1907,  for  which  there  can  be 
no  justification,  and  the  proposed  interest  of  four  per  cent., 
is  as  excessive  as  the  proposed  term  of  it.  England  floats  a 
debt  of  thirty-five  hundred  millions  of  dollars,  at  a price  for 
its  stocks  which  yields  to  investors  an  income  of  only  three 
and  one-fifth  per  cent.  Home  customers  for  our  stocks  are 
less  wealthy,  and  have  less  power  of  absorbing  securities,  but 
we  could  certainly  float  one  thousand  millions  at  as  easy  a 
rate.  Long  before  1907  our  debt,  with  any  tolerable  manage- 
ment, will  be  brought  far  within  one  thousand  millions.  All 
interests  demand  that  it  should  be,  except  the  single  one, 
unfortunately  too  powerful,  which  profits  by  the  high  rate  of 
income  which  its  existing  amount  necessitates. 


Great  Discovery  of  Coins  in  Rome. — The  London  Times  states  that  a 
numismatic  discovery  almost  unparalleled  in  extent  has  been  made  near  Verona. 
Two  large  amphorse  have  been  found  containing  no  less  than  two  quintals,  or 
about  six  hunted  English  pounds  weight,  of  coins  of  the  Emperor  Gallineus 
and  his  successors  within  the  hundred  years  following  his  reign.  The  number 
of  coins  is  estimated  at  between  50,000  and  55,000.  Of  those  of  the  Emperor 
Probus  there  are  more  than  4,00a 

The  majority  are  of  bronze,  but  there  are  some  of  silver  and  others  of  bronze 
silvered  (subterata).  They  are  all  in  the  finest  state  of  preservation,  and,  with 
the  exception  of  those  of  Gallineus,  which  are  a little  worn,  they  are  so  fresh 
from  the  mint  as  to  make  it  evident  they  were  never  put  into  circulation.  The 
discovery  has  been  considered  of  sufficient  importance  for  the  Minister  of  Pub- 
lic Instruction  to  dispatch  Signor  Pigorini  socially  to  Verona  to  report  upon 
it.  All  the  finest  examples  are  to  be  placed  in  the  museum  of  Verona,  and  the 
remainder  either  exchanged  in  sets  with  other  ^museums  or  sold,  as  may  be 
decided  upon. 
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INTEREST-BEARING  LEGAL  TENDERS  IN  THEIR 
RELATIONS  TO  RESUMPTION. 

BV  DUDLEY  P.  BAILEY,  JR. 

On  the  necessity  of  funding  a portion  of  our  paper  money 
as  a condition  of  successful  resumption,  our  principal  financial 
authorities  are  substantially  agreed.  There  is,  however,  room 
for  doubt  whether  funding  in  an  ordinary  four  or  four  and  a 
half  per  cent,  bond  is  the  wisest  course.  Conversion  into  inter- 
est-bearing legal-tender  notes  offers  some  advantages  which 
deserve  consideration.  The  Government  might  annually,  for 
the  next  two  years,  withdraw  and  cancel  from  fifty  to  seventy- 
five  millions  in  United  States  notes,  of  denominations  of  ten 
dollars  and  upwards,  and  issue  in  their  place  Treasury  notes 
of  similar  denominations,  running  three  years  and  bearing 
interest  at  the  rate  of  four  and  a half  or  five  per  cent.,  paya- 
ble with  the  principal  in  coin,  or  having  principal  and  inter- 
est, or  either,  exchangeable  at  the  option  of  the  Government,  in 
sums  of  $50,  or  any  multiple  thereof,  for  four  and  a half 
per  cent,  bonds,  like  those  authorized  by  the  funding  acts. 
These  Treasury  notes  should  be  a legal  tender  to  the  same 
extent  as  United  States  notes,  for  their  face  value,  excluding 
interest,  until  the  resumption  of  specie  payments,  after  which 
they  should  cease  to  enjoy  this  quality,  but  might  be  made 
exchangeable,  at  the  option  of  the  holder,  in  sums  of  $ 50,  or 
any  multiple  thereof,  for  the  bonds  already  mentioned,  the 
details  to  be  so  arranged  as  to  avoid  inconvenience  in  dealing 
with  fractional  periods  or  amounts.  The  banks  should  be 
allowed  to  hold  only  a limited  quantity  of  them  as  a part  of 
their  reserves,  this  to  be  gradually  diminished  as  the  resump- 
tion of  specie  payments  approaches. 

The  effect  of  such  an  issue  of  Treasury  notes  may  be 
readily  foreseen.  At  first  they  would  be  largely  used  as  cur- 
rency, but  as  the  interest  accumulated  the  holders  would 
grow  more  reluctant  to  part  with  them  for  their  face  value. 
Before  touching  money  that  was  growing  every  day  more 
valuable,  they  would  give  up  all  their  non-interest-bearing 
notes.  The  circulation  of  the  former  would  grow  slower  and 
slower  until  they  were  absorbed  among  the  hoards  of  the 
country,  and  were  permanently  withdrawn  from  circulation 
for  investment.  Not  being  beyond  reach  however,  they  could 
be  called  forth  in  case  of  emergency,  thus  giving  the  cur- 
rency an  elastic  reserve  power,  which  would  be  most  useful 
in  the  progress  of  contraction.  By  this  means,  $ 100,000,000 
or  more  of  the  government  demand  notes  might,  in  the  course 
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of  the  two  years  remaining  before  the  resumption  of  specie 
payments,  be  funded  with  the  smallest  possible  disturbance 
to  the  money  market,  thus  limiting  by  so  much  the  risks 
attendant  on  so  great  an  undertaking. 

This  is  no  novel  or  untried  scheme.  It  was  several  years 
ago  advocated,  among  others,  by  the  late  Amasa  Walker,  one 
of  the  ablest  writers  on  currency  in  New  England.  The 
operation  of  interest-bearing  legal  tenders  upon  the  currency, 
was  fully  tested  among  the  numerous  expedients  resorted  to 
during  the  war.  The  first  act,  authorizing  their  issue,  bears 
date  of  March  3,  1863,  and  authorized  not  over  $400,000,000 
in  Treasury  notes,  payable  in  not  over  three  years  from  their 
date,  and  bearing  not  over  six  per  cent,  interest,  “ payable  at 
periods  expressed  on  the  face  of  such  notes.*'  They  were  to 
be  issued  in  denominations  of  not  less  than  ten  dollars,  and 
might  be  made  a legal  tender  to  the  same  extent  as  United 
States  notes,  for  their  face  value,  excluding  interest.  The  act 
of  June  30,  1864,  authorized  the  Secretary  of  the  Treasury  to 
issue  $ 200,000,000  more  of  such  notes,  bearing  not  over  seven 
and  three-tenths  per  cent,  interest,  “ payable  in  lawful  money, 
at  maturity,  or  at  the  discretion  of  the  Secretary,  semi-annu- 
ally." The  act  of  January  28,  1865,  authorized  a further  issue 
in  lieu  of  bonds  authorized  by  the  act  of  June  30,  1864, 

remaining  nnsold. 

The  success  of  the  Five-Twenty  Loan  carried  the  govern- 
ment nearly  through  the  year  1863,  and  no  interest-bearing 
legal  tenders  were  issued,  until  near  the  close  of  the  year. 
They  were  first  issued  in  the  shape  of  coupon  notes,  running 
two  years,  and  bearing  interest  at  the  rate  of  five  per  cent. 
Of  these,  $50,000,000  were  reported  outstanding,  January  i, 
1864.  Their  volume  reached  $95,502,031,  March  1st,  and 
$115,581,414,  April  ist.  There  were  also  issued  a few  Treas- 
ury notes,  running  two  years,  and  bearing  interest  at  five  per 
cent.,  payable  at  maturity.  Of  these,  $ 29,801,536  were 
reported  outstanding  April  i,  1864.  The  amount  of  all  the 
two-year  Treasury  notes  outstanding  on  the  retirement  of 
Secretary  Chase,  on  the  30th  of  June,  1864,  was  $108,951,450. 
There  were  besides,  one  year  five  per  cent,  legal  tenders,  of 
which  $26,520,000  were  outstanding  April  i,  and  $44,520,000, 
June  30,  1864.  The  whole  amount  of  one  and  two-year  notes 
issued  was  $211,000,000.  Compound-interest  notes  had  at  the 
last  date  mentioned,  been  issued  to  the  amount  of  $ 17,250,000, 
of  which  $ 15,000,000  were  then  outstanding,  giving  a total  of 
$ 168,471,450  interest-bearing  legal  tenders  at  that  date. 

Such  was  the  incongruous  multiplicity  of  these  obligations, 
which  Secretary  Fessenden  found  in  circulation  on  entering 
the  Treasury  department,  and  it  reflects  great  credit  upon  the 
sagacity  of  his  financial  administration,  that  he  not  only 
reduced  them  to  greater  simplicity,  but  gave  them  that  form 
in  which  they  were  least  likely  to  cause  monetary  derange- 
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merit.  In  his  annual  report  for  1864,  he  thus  explains  the 
operation  of  these  notes,  and  his  policy  in  regard  to  them  : 
“ To  a considerable  extent  these  notes  have  been,  and  will 
continue  to  be  used  as  currency.  Those  with  coupons  have 
been  found  particularly  objectionable,  as,  though  withdrawn 
to  a certain  extent  while  the  interest  is  maturing,  they  are 
liable  to  be  periodically  rushed  upon  the  market.  In  consid- 
eration of  this  feature,  a large  amount,  viz  : about  ninety 
millions  of  the  original  issue  of  one  hundred  and  fifty  mil- 
lions of  these  coupon  notes,  have  been  withdrawn  and 
destroyed,  and  their  place  occupied  by  notes  payable  in  three 
years,  bearing  interest  at  six  per  centum,  compounded  semi- 
annually. This  is  believed  to  be  the  best  form  of  interest- 
bearing  legal  tender  notes,  as  being  more  likely  to  be  with- 
drawn and  held  until  maturity  as  an  investment." 

The  anticipations  of  the  Secretary,  in  this  respect,  were 
fully  realized.  The  pressing  necessities  of  the  Government 
were  met,  $217,024,160  of  compound-interest  notes  were  issued 
without  much  additional  inflation  of  the  currency,  and  they 
were  subsequently  withdrawn  without  producing  any  serious 
stringency.  The  volume  of  the  interest  bearing-legal  tenders, 
and  the  proportion  which  they  constituted  of  the  whole  legal- 
tender,  fractional,  and  bank-note  currency,  is  shown  below  : 


One  and  two-  Comp.- Interest-  Total  Govern-  Total 

Date.  year  Notes.  Notes.  ment  currency.  Bank  Notes.  currency. 

^ ^ ^ $ $ 

June  30, ’64  153.47I1450  • i5iOoo,ooo  . 623,325,997  . 152,022,271  . 775*348,268 
Oct.  31,  “ 120,519,110 . 102,329,680  . 676,735,230 . 175,000,000 . 851,735,230 
M’ch  31,^65  69,522,359.156,477,650.  683,414,672.220,496,488.903,911,160 
Sept.  30,  “ 32,954,030 . 217,012,141  . 704,614,695  . 250,189,478 . 954,804,173 
Dec.  31,  “ 8,536,900  . 180,012,141  . 640,780,851  . 258,688,685 . 899,469,536 

June  30, *66  3,454,230  . 159,012,140  . 590,428,614 . 287,794,841 . 878,223,455 

“ “ *67  1,123,630  . 122,394,480  . 523,817,662 . 296,253,665 . 820,071,327 

“ “ '68  555.492  . 28,161,810  . *467,485,976 . 298,072,035 . 765,558,011 

“ “ '69  347,772  . 2,871,410  . t443.577.558 . 295,312,160 . 738,889,718 


The  volume  of  the  currency  and  interest-bearing  legal  tenders, 
as  well  as  prices,  reached  a maximum  in  August  or  Septem- 
ber, 1865,  from  which  period,  to  June  30,  1869,  when  the 
interest-bearing  legal  tenders  were  nearly  all  withdrawn,  the 
aggregate  contraction  of  the  currency  amounted  to  216  mil- 
lions, which  proceeded  as  follows  : 

Contraction  of 

Int. -bearing  Contraction  of 

Notes.  total  currency. 


Sept  31  to  Dec.  31,  1865,  (3  mos.J $61,417,130 

Jan.  I to  June  30,  1866,  (6  mos.; 26,082,671 

July  I,  1866,  to  June  30,  1^7,  year.^  38,948,260 

July  I,  1867,  to  June  30,  1868,  f i year.)  94,800,808 

July  I,  186^  to  June  30,  1869,(1  year.)  25,498,120 


t S3. 334.637 
21,246,081 
58,152,128 
54.513.3*6 
26,668,293 


Total,  45  months $246,746,989  ...  $215,914,455 

Average  per  month 5,483,000  ...  4,798,000 


* Including  ^50,000,000  of  three  per  cent,  certificates  payable  on  demand,  for  the  most 
part  used  as  a substitute  for  currency. 

t Including  $52,120,000  three  per  cent,  certificates. 
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The  aggregate  contraction  was  considerably  less  than  the 
reduction  in  the  amount  of  Government  currency  outstanding, 
the  contraction  in  the  latter,  which  amounted  to  261  millions, 
being  to  some  extent  offset  by  a bank  note  expansion.  The 
net  contraction  was,  however,  considerably  larger  than  many 
have  supposed  possible,  without  producing  serious  monetary 
disturbance.  Yet  aside  from  a temporary  stringency,  caused 
by  the  greenback  contraction  under  Secretary  McCulloch,  the 
change  proceeded  so  quietly  as  scarcely  to  attract  notice. 
The  interest-bearing  notes  were  not  missed,  from  the  fact  that 
for  a year  or  two  before  their  withdrawal  they  were  not  in 
circulation  at  all,  but  had  been  withdrawn  for  investment. 
As  early  as  October  i,  1865,  the  Comptroller  of  the  Currency 
estimated  that  not  over  $ 10,000,000  of  the  compound-interest 
notes  remained  in  actual  circulation,  and  that  of  the  remain- 
der, $74,261,847  were  held  by  the  banks,  and  $121,314,195 
by  insurance  and  trust  companies,  and  savings  banks,  mostly 
as  investments.  The  circulation  at  that  date  was  estimated 
by  the  Comptroller  at  only  $460,844,229,  while  on  the  ist  of 
July,  1869,  it  had  increased  to  $552,000,000. 

The  proposed  change,  briefly  stated,  is,  to  substitute,  to  a 
limited  extent,  for  our  active  greenback  circulation,  a cur- 
rency which  tends  to  become  progressively  inactive  and  is 
destined  to  be  ultimately  funded.  The  great  bulk  of  the 
interest-bearing  legal  tenders  issued  under  this  scheme  in 
1877,  and  a considerable  proportion  of  those  issued  in  1878, 
would  cease  to  circulate  by  the  ist  of  January,  1879,  thus 
effecting  the  needed  contraction  of  the  currency  with  the 
least  possible  derangement  to  business.  Some  degree  of 
pressure  is  inevitable  in  the  transition  to  the  specie  standard, 
but  any  serious  stringency  is  the  less  to  be  feared  under  our 
present  free  banking  law,  since  the  banks  have  it  in  their 
power  to  issue  more  currency  if  needed.  In  view  of  the 
probability  that  the  Treasury  will  be  but  poorly  supplied  with 
coin  on  the  ist  of  January,  1879,  the  urgent  necessity  of 
reducing  the  demands  that  can  be  made  upon  it,  in  the 
manner  suggested,  or  in  some  other  way,  is  sufficiently 
apparent. 


Thrift  in  Scotland. — The  reports  of  the  annual  meetings  of  the  National 
Security  Savings-Banks  in  Scotland  show  a distinct  advance  on  the  previously 
hoarded  wealth.  The  habit  of  thrift  in  the  industrial  ranks  has  risen  even 
superior  to  the  dull  trade,  for  we  find  that,  in  all  the  cases  we  have  seen,  the 
deposit  receipts  are  greater  in  value  and  number  for  1876  than  those  of  the 
previous  years.  It  is  a most  extraordinary  fact,  turn  it  round  as  you  like, 
that  the  accumulated  capital  of  these  depositors  in  Scotland  is  nearly  five 
and  a half  millions  sterling,  and  that  the  growth  would  seem  to  be  steady, 
at  the  rate  of  a quarter  of  a million  per  annum. — Public  Opinion, 
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BY  EMILE  DE  LAVELEYE. 

[ Continued  from  February  No,^  page  624.] 

TRANSLATED  BY  GEORGE  WALKER. 

If  it  be  a fact  that  bi-metallic  money  is  subject  to  greater 
depreciation  in  the  long  run,  than  money  composed  of  one 
metal  only,  I have  shown  that  this  disadvantage  ( from  the 
standpoint  of  stability  iil  the  common  measure  of  value,) 
is  compensated  by  two  signal  advantages,  namely  : 

Firsts  an  abundance  of  money  diminishes  the  relative  bur- 
den of  old  debts  ; and  secondly,  it  favors  the  growth  of  pro- 
duction and  trade.  On  the  other  hand,  bi-metallic  money  is 
less  subject  to  sudden  variations  within  short  periods,  and 
this  is  a point  of  much  importance  to  industry  and  commerce, 
inasmuch  as  the  larger  number  of  contracts  are  at  short  dates. 

The  greater  stability  of  bi-metallic  money  is  an  economic 
truth  of  the  greatest  importance.  To  M.  Wolowski,  I think, 
belongs  the  honor  of  having  discovered  it.  M.  Chevalier,  and 
the  economists  of  his  school,  have  always  denied  it.  Mr. 
Jevons,  the  eminent  Manchester  professor,  explains  the  com- 
pensating action  resulting  from  the  simultaneous  use  of  both 
the  precious  metals,  in  a chapter  specially  devoted  to  the 
subject,  in  his  new  work  on  Money.  He  thus  speaks  of 
it : “ English  writers  seem  to  have  completely  misunder- 

stood the  question,  asserting  that  the  system  of  the  double 
standard  exposes  us  to  the  extreme  fluctuations  of  both 
metals.  A little  reflection  must  show  that  MM.  Wolowski 
and  Courcelle-Seneuil  are  quite  correct  in  arguing  that  a 
compensatory^  or,  as  I should  prefer  to  call  it,  equilibratory\  action^ 
goes  on  under  the  French  currency  law,  and  tends  to  main- 
tain both  gold  and  silver  more  steady  in  value  than  they 
would  otherwise  be.  If  silver  becomes  more  valuable  than  in 
the  ratio  of  one  to  fifteen  and  a half,  compared  with  gold, 
there  arises  at  once  a tendency  to  import  gold  into  any 
country  possessing  the  double  standard,  so  that  it  may 
be  coined  there,  and  exchanged  for  a legally  equivalent 
weight  of  silver  coin  to  be  exported  again.  This  is  not 
matter  of  theory  only,  the  process  having  gone  on  in  France 
until  the  principal  currency,  which  was  mainly  composed  of 
silver  in  1849,  was,  in  i860,  almost  wholly  of  gold.  France 
absorbed  the  cheapened  metal  in  vast  quantities,  and  remitted 
the  dearer  metal,  which  must  have  had  the  effect  of  prevent- 
ing  gold  from  falling  and  silver  from  rising  so  much  in  value 
as  they  would  otherwise  have  done.  It  is  obvious,  that  if 
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gold  rose  in  value  compared  with  silver,  the  action  would  be 
reversed  ; gold  would  be  absorbed  and  silver  liberated.  At 
any  moment  the  standard  of  value  is  doubtless  one  metal  or 
the  other,  and  not  both ; yet  the  fact  that  there  is  an  alterna- 
tive, tends  to  make  each  vary  much  less  than  it  would  other- 
wise do.  It  cannot  prevent  both  metals  falling  or  rising  in 
value  compared  with  other  commodities,  but  it  can  throw 
variations  of  supply  and  demand  over  a larger  area,  instead 
of  leaving  each  metal  to  be  affected  only  by  its  own  acci- 
dents. 

‘‘Imagine  two  reservoirs  of  water,  each  subject  to  indepen- 
dent variations  of  supply  and  demand.  In  the  absence  of 
any  connecting  pipe,  the  level  of  the  water  in  each  reservoir 
will  be  subject  to  its  own  fluctuations  only.  But  if  we  open 
a connection,  the  water  in  both  will  assume  a certain  mean 
level,  and  the  effects  of  any  excessive  supply  or  demand  will 
be  distributed  over  the  whole  area  of  both  reservoirs.  The 
mass  of  the  metals,  gold  and  silver,  circulating  in  Western 
Europe,  in  late  years,  is  exactly  represented  by  the  water  in 
those  reservoirs,  and  the  connecting  pipe  is  the  law  of  the 
7th  Germinal,  An.  XI,  which  enables  one  metal  to  take  the 
place  of  the  other  as  an  unlimited  legal  tender.  * 

Mr.  Jevons  also  shows  by  a lineal  diagram,  that  with  bi- 
metallic money,  prices  are  more  stable  than  with  money 
composed  of  one  metal  only. 

The  same  truth  may  be  demonstrated  in  another  way.  We 
know  that  the  precious  metals  have  a very  uniform  value  ; 
inasmuch  as  the  annual  production  is  only  a sixtieth  part  of 
the  entire  mass  which  exists  in  the  world,  an  increase  of  pro 
duction  can  have  only  a slight  influence,  and  must  be  long 
continued  in  order  to  be  felt.  The  larger  the  stock,  the  less 
will  an  increase  of  supply  of  gold  or  silver  diminish  the  value 
of  the  whole  mass.  If  you  admit  both  gold  and  silver  into 
the  circulation,  the  monetary  stock  will  be  about  fifty  mil- 
liards of  francs  ( ^ 10,000,000,000 ) ; if  you  exclude  silver,  it 
will  not  be  more  than  twenty-seven  or  twenty-eight  milliards 
($5,200,000,000  to  $5,300,000,000).  Thus  reduced,  it  will  be 
more  affected  by  an  increase  of  supply.  Let  us  suppose,  that 
after  1850,  following  the  advice  of  M.  Michel  Chevalier,  gold 
had  been  demonetized,  what  an  enormous  fall  in  value  that 
metal  would  have  sustained  ! What  a rapid  advance  in 
prices  in  countries  having  the  gold  standard,  in  the  presence 
of  a sudden  increase  of  half  a milliard  ($100,000,000)  in  the 
annual  production  ! As  the  Dutch  Monetary  Commission  of 
1873,  has  well  observed,  the  coining  of  gold  in  countries  hav- 
ing the  double  standard  has  served  as  a parachute — has  pre- 
vented the  debasement  of  that  metal,  and  the  commercial  dis- 
turbances which  would  have  resulted  from  it.  At  the  present 
day,  Holland,  which  has  a single  standard,  but  one  of  silver 


Digitized  by  CjOOQle 


702 


THE  banker’s  magazine. 


[ March, 


adopted  in  accordance  with  the  ideas  of  M.  Chevalier,*  is 
returning  to  gold  in  order  to  escape  the  consequences  of  a 
depreciation  of  silver.  This  is  a proof  that  the  adoption  of 
the  single  standard  does  not  furnish  protection  against  mone- 
tary disturbances,  as  has  been  claimed. 

The  German  economists  have  generally  recognized  the 
compensatory  action  of  bi-metallic  money,  even  those  who  are 
partizans  of  the  gold  standard.  The  employment  of  two 
sorts  of  legal-tender  money,”  says  Soetbeer,  **  has  had  the 
most  salutary  influence  upon  the  general  interests  of  public 
economy,  by  furnishing  an  equilibrium  to  the  sudden  and  enor- 
mous production  of  gold  in  California  and  Australia.”  Prince- 
Smith,  in  his  book  entitled,  Metallic  Types  and  Money, 
expresses  a similar  opinion:  ‘‘The  fluctuations  in  the  rate 
charged  for  the  use  of  the  circulating  medium  diminishes  in 
proportion  to  the  quantity  of  these  latter  available.  Gold 
and  silver  taken  together  are  less  subject  to  market  fluctua- 
tions than  either  of  them  taken  alone.  The  so-called 
double  standard  system  has  the  advantage  of  superior  con- 
sistence and  stability.” 

The  patriarchs  of  political  economy  in  Germany,  have  vrrit- 
ten  to  M.  Wolowski,  in  the  same  sense  : “ I should  regard  the 
general  adoption  of  the  metal  gold  as  the  only  legal-tender 
money,”  said  Roscher,  “ as  a misfortune  : with  a mixed  cur- 
rency of  both  metals  the  fluctuation  of  prices  will  be  less 
extreme  than  with  one  only.  Something  approaching  this 
now  exists  in  the  general  markets  of  the  world,  where  certain 
nations  represent  the  gold,  and  others  the  silver  type.”  Rau, 
also,  in  1868,  wrote  as  follows  : “ I entirely  approve  of  your 
views  in  resisting  the  proscription  of  silver,  and  of  the  picture 
which  you  have  drawn  of  the  unfortunate  consequences  which 
would  result  from  such  a measure.  It  is  precisely  such  con- 
siderations which  have  determined  me  to  oppose  the  adop- 
tion of  the  gold  standard.” 

We  may,  therefore,  I think,  consider  as  demonstrated,  the 
fact  pointed  out  by  M.  Wolowski,  and  denied  by  M.  Cheva- 
lier, that  money  of  two  metals  is  less  subject  to  fluctuations 
in  value,  within  short  intervals,  and  consequently  entails 
fewer  changes  of  prices,  than  money  composed  of  one  metal 
only,  for  precisely  the  same  reason  that  a compensated  pen- 
dulum, made  of  steel  and  copper,  is  less  subject  to  expan- 
sion than  if  it  were  made  of  a single  metal. 

Another  very  signal  advantage  resulting  from  the  simulta- 
neous employment  of  both  the  precious  metals  is,  that  it 
enables  banks  of  issue  the  better  to  protect  their  rescr\'e, 
and  consequently  to  maintain  a steadier  rate  of  discount. 
The  bank  has,  in  effect,  the  right  to  redeem  its  notes  in  the 
metal  which  is  least  in  demand  for  export.  If  gold  is  at  a 

♦This  is  a mistake — Holland  established  the  silver  standard  in  1S47,  before  gold  had  been 
discovered  in  California,  and  upon  considerations  entirely  independent  of  that  fact.  (Tr.) 
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premium,  it  will  pay  in  silver  ; if  silver  is  most  in  demand  it 
will  pay  in  gold.  This  point  is  established  on  the  authority 
of  M.  Rouland,  Governor  of  the  Bank  of  France,  and  of  Mr. 
H .Aggard,  Cashier  of  the  Bank  of  England,  and  it  is  further 
demonstrated  by  the  fact  that  the  rate  of  discount  in  Paris, 
has  always  been  less  subject  to  variations  than  in  London. 
As  gold  is  everywhere  in  demand,  the  Bank  of  England  is 
often  obliged  to  resort  to  very  energetic  measures  by  advanc- 
ing its  rate  of  discount,  in  order  to  protect  its  reserve.*  The 
Bank  of  France  accomplishes  the  same  result,  by  disbursing 
the  metal  which  is  least  in  demand  for  export.f 

But,  says  M.  Michel  Chevalier,  if  France  uses  silver,  and 
England  gold,  the  French  will  have  to  pay  dearly  for  English 
products,  for  they  will  have  to  pay  in  gold,  which  is  at  a 
premium,  whilst,  on  the  other  hand,  the  English  will  obtain 
French  products  at  a cheaper  rate,  being  able  to  pay  for 
them  in  silver,  which  is  at  a discount.  I do  not  think  that 
this  would  take  place,  because  in  each  country  prices  regulate 
themselves  according  to  the  value  of  its  money.  But,  admit- 
ing  M.  Chevalier’s  hypothesis,  it  could  not  be  French  indus- 
try that  would  suffer,  for  the  consequence  would  be  that  the 
French  would  cease  making  purchases  in  England,  while  the 
English  stimulated  by  the  facility  of  paying  in  silver,  would 
considerably  increase  their  orders  in  France.  In  short,  the 
use  of  a circulating  medium  considerably  depreciated  does 
not  prevent  the  extension  of  foreign  commerce.  Take  the 
case  of  Italy,  where,  in  consequence  of  the  suspension  of 
specie  payments,  paper  money  is  at  a discount  of  twenty  per 
cent.;  yet  no  other  country  has  shown  such  a development 
of  foreign  commerce  ; within  twenty  years  it  has  increased 
six  hundred  per  cent. 

“ And  the  scandalous  profits  of  the  bullion  merchant ; do  you 
say  nothing  of  these  ? ” they  exclaim.  I answer,  those  profits 
are  precisely  like  those  made  by  grain  merchants  or  dealers 
in  oil  or  coffee,  when  those  commodities  rise  in  value.  The 
profit  is  made  by  the  citizen,  and  the  nation  as  a whole 
loses  nothing.  The  dealer  in  the  precious  metals  who  realizes 
a profit  in  exporting  them,  brings  back  to  his  country  an 
exact  equivalent  for  the  metal  which  he  exported. J If  gold 
is  at  a premium  of  ten  per  cent.,  for  every  Napoleon 

♦The  London  Economist  of  March  18,  1876,  expresses  the  opinion  that  in  resuming  swcic 
payments,  the  Bank  of  France  will  find  itsell  embarrassed,  by  having  in  its  vaults  1,300  millions 
of  francs  (1^260,000,000  ) in  gold,  and  only  500  millions  ( 100,000,000 ) of  silver,  and  that  it 
cannot  pay  out  its  gold  without  the  danger  of  having  that  metal  exported  because  it  bears  a 
premium.  To  this  I answ'er,  that  the  bank  can  easily  guard  against  the  danger  by  disbursing 
only  silver,  which  will  not  be  exported.  Silver  mon^  favors  me  increased  circulation  of  bank 

Saper,  because  the  metal  being  heavy,  notes  are  preferred  to  it.  Banks  of  emission  therefore, 
ave  no  interest  in  the  adoption  of  the  gold  standard  throughout  the  Latin  Union ; but  the 
contrar>'. 

t Here  is  a conclusive  fact ; In  1873,  the  German  Government  held  about  six  millions  of  francs 
in  notes  of  the  National  Bank  of  Belgium,  received  from  P' ranee  in  payment  of  the  indemnity 
If  they  could  have  drawn  gold  for  these  notes,  by  sending  them  to  Brussels,  they  could 
have  drained  the  bank  dry.  As  the  bank  offered  only  silver,  Germany  had  recourse  to 
London,  and  caused  the  bank  rate  there  to  rise  to  nine  |^r  cent. 

t There  is  a very  simple  way  of  securing  to  the  nation  the  profit  resulting  from  the  sub- 
stitution of  a depreciated  metal  for  that  which  has  risen  in  v^ue ; namely,  by  reserving  to 
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exported  there  will  be  retained  silver  corresponding  to  four 
five-franc  pieces,  plus  two  francs. 

But,  say  the  objectors,  if  we  allow  the  coinage  of  silver  to 
go  on,  we  shall  presently  have  only  pieces  of  five  francs,  an 
inconvenient  njoney,  in  place  of  handsome  gold  pieces, 
which  are  light  and  easily  carried.  This,  replies  M.  Cer- 

nuschi,’  is  an  unimportant  argument.  Unimportant,  I agree, 

from  a scientific  point  of  view,  but  a serious  one  practically, 
inasmuch  as  the  five-franc  piece  is  too  heavy  for  people  to 
carry  who  are  in  comfortable  circumstances,  who  create 
opinion,  and  who  make  the  laws.  M.  Cernuschi,  however, 
still  insists  and  says,  not  without  reason,  that  “ for  the  arti- 
san, for  the  peasant,  the  large  coin  is  preferable  ; it  inspires 
more  respect,  and  produces  more  impression.  For  rich 
people  bank  notes  of  twenty  francs  are  issued,  which  weigh 
still  less  than  the  Napoleons.”* 

It  is  certain  that  gold  and  silver  together  would  not  con- 
stitute a superabundant  instrument  of  exchange  in  the  world, 
since  for  some  time  past  prices  have  not  risen  ; and  on  the 
other  hand,  a scarcity  of  money  has  produced  an  advance  in 
the  rate  of  discount  the  moment  that  any  unusual  activity 
has  taken  place  in  business.  If  silver  is  universally  pro- 
scribed the  countries  which  have  only  paper  money  will  be 
prevented  from  substituting  metallic  money  for  it.  As  was 
remarked  by  M.  J.  Errera,  (in  the  Nord"  oi  April  21,  1876,) 
all  the  available  gold  augmented  by  the  entire  production  of 
gold  for  many  years  to  come,  would  not  suffice  to  furnish 
America,  Russia,  Austria  and  Italy  t with  the  metal  which 
those  countries  would  require  in  order  to  resume  specie 
payments. 

Let  us  now  consider  the  legal  aspects  of  the  question 
under  discussion.  It  may  be  safely  asserted  that  the  demone- 

government  the  right  of  coinage.  This  is  just  what  is  taking  place  at  this  moment  in  the 
countries  of  the  Latin  Union.  Since  1873  the  States  belonging  to  the  Union  have  limited 
the  coinage  of  silver,  allowing  each  country  to  coin  an  amount  proportioned  to  its  population, 
'rhe  contingents  fixed  by  the  Convention  of  the  present  year  ( 1876,)  are  as  follows  : France 
54,000,000  francs;  Belgium  10,800,00;  Switzerland  7,200,000;  Greece  3,600,000— with  extra  allow- 
ance of  8,400,000.  Total  410,000,000  ( 82,000,000. ) 

The  Belgian  Government,  like  that  of  Italy,  h.as  turned  the  limitation  put  upon  the  privi- 
lege of  coining  silver,  to  its  own  exclusive  profit,  and  has  gained  by  it  this  year  a million 
of  francs.  In  France,  the  Minister  of  Finance  presented  to  the  Senate,  on  the  2ad  of  March 
last,  a **projet  de  loi  ” similar  to  that  by  which  Belgium  is  now  governed.  M.  de  ParieUj,. 
who,  with  M.  Chevalier,  is  the  principal  advocate  of  the  single  gold  standard,  cited  the 
example  of  Belgium  as  worthy  of  imitation  by  France.  There  are  two  conclusive  reasons  in 
favor  of  it : ist,^  because  since  the  government  would  have  to  bear  the  expense  of  demonetiz- 
ing silver,  it  is  just  that  it  should  have  the  profit  of  the  coinage.  2d,  The  government  alone 
IS  able  to  act  in  harmony  with  the  demands  of  the  circulation,  while  individuals  are  only 
gui  ettby  their  selfish  interests,  which  are  often  opposed  to  the  general  w'clfare. 

• A leading  Swiss  banker,  in  a recent  letter  to  the  translator,  confirms  this  statement.  He 
says  that,  notwithstanding  the  partiality  of  the  Federal  Government  of  Switzerland  for  the 
single  gold  standard,  the  people  cling  to  the  silver  five-franc  piece,  and  regard  gold  as  the 
monw  of  the  aristocratic  classes.  (Tr.) 

t The  report  of  Ministers  Minghetti  and  Final!  (referred  to  in  note  to  p.  ante)  states  that 
the  metallic  circulation  of  Italy  before  1866,  when  specie  payments  were  suspended,  was 
about  tw’o  hundred  millions  of  dollars,  a sum  which  has  been  replaced  by  an  equal  amount 
of  “ consortial  notes,”  issued  by  the  oanks  and  guarantied  by  the  Government.  The  report 
of  the  House  of  Commons  Committee,  p.  xlii.,  shows  that  most  of  the  metallic  stock  of  Italy 
has  been  exported  since  specie  payments  were  suspended.  Prcci.se  information  is  not  to  be 
obtained  as  to  the  amount  of  the  precious  metals  existing  in  the  countries  now  under  the 
regime  of  paper  money  : but  aside  from  France,  it  may  be  safely  assumed  that  the  existing, 
stock  will  nave  to  be  largely  replenished  before  resumption  can  take  place.  (Tr.) 
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tization  of  silver  is  a great  injustice,  since  it  modifies  all 
contracts  to  the  detriment  of  those  whose  interests  are  most 
worthy  to  be  considered  — namely,  the  debtors.  They  have 
at  present  the  right  of  paying  their  debts  either  in  gold  or 
silver  at  their  option,  and  to  deprive  them  of  that  right, 
and  oblige  them  to  pay  in  gold  only,  at  the  very  moment 
when  by  the  act  of  demonetizing  silver  the  value  of  gold 
has  been  considerably  increased,  would  be  a grave  hardship. 
It  would  be  sacrificing  the  tax-payers  for  the  benefit  of  the 
bond-holders. 

The  remedy  for  all  the  embarrassments  to  which  the 
monetary  question  is  giving  rise,  is  pointed  out  by  M.  Cer- 
nuschi  ; it  is  the  adoption  by  all  countries  of  the  relation 
between  gold  and  silver  of  i to  153^.  Let  each  country 
retain  its  peculiar  coinage  — its  marks,  its  dollars,  its  florins, 
its  pounds  — but  let  all  allow  unlimited  payments  in  either 
gold  or  silver,  in  the  proportion  adopted  by  the  French  law 
of  Germinal,  An.  XI.  There  would  thus  be,  in  all  civilized 
countries,  a universal  bi-metallic  money.  The  advantages 
which  would  result  from  it  are  numerous,  as  M.  Cernuschi 
demonstrates.  Such  an  international  system  would  have  for 
its  effect — 

1.  To  make  the  relative  values  of  gold  and  silver  much 
more  stable. 

2.  To  reduce  to  a minimum  the  variations  in  the  power  of 
commanding  a supply  of  money  — which  arise  from  variations 
in  price.* 

3.  To  raise  the  market  price  of  silver,  the  present  decline 
in  which  is  chiefly  due  to  a refusal  to  admit  it  to  coinage. 

4.  To  escape  the  incalculable  losses  and  convulsions  in  the 
money  market,  which  would  be  caused  throughout  the  world 
by  the  demonetization  of  silver. 

5.  To  facilitate  the  adjustment  of  balances  with  India  or 
China,  where  silver  alone  circulates,  an  adjustment  which 
would  offer  great  difficulties  if  Europe  should  have  hereafter 
only  a gold  currency. 

6.  To  render  easier  the  resumption  of  specie  payments  in 
countries  which  are  now  under  the  regime  of  inconvertible 
paper  money. 

The  Dutch  Monetary  Commission  of  1873,  composed  of  men 
exceptionally  competent  in  financial  matters,  proposed  the 
same  solution  of  the  problem  as  M.  Cernuschi  : We  desire,'' 

they  said,  “ to  see  the  double  standard  adopted  everywhere  in 
Europe,  with  the  same  proportional  relation  between  gold 
and  silver.  This  principle  applied  over  so  large  a territory 
would  exercise  such  authority  on  the  actual  values  of  com- 

♦ A large  portion  of  exports  and  Imports  of  the  precious  metals  are  mere  operations  of 
arbitrage : that  is,  of  draft  or  remittance  of  anything  (bills  or  specie)  which  will  yidd  a 
small  profit.  If  gold  and  silver  had  everj'whcre  the  s;ime  relative  price  established  by  legis- 
lation, there  would  be  no  such  thing  as  a better  market  for  diner,  and  consequently  no 
exports  or  imports  except  such  as  were  required  to  settle  commercial  balances.  (Tr.) 
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mercial  markets,  that  the  prices  of  the  precious  metals  would 
derive  from  it  a steadiness  unknown  up  to  the  present  time.*’ 
This  is  an  admirable  solution  of  the  whole  matter  expressed 
in  a few  words.  But,  objects  M.  Chevalier,  law  is  incapa- 
ble of  fixing  arbitrarily  the  price  of  products.  I reply  that 
although  by  a naked  decree  it  can  effect  nothing,  yet  it  can 
exercise  immense  influence  by  stimulating  demand.*  If  the 
production  of  silver  increases  its  price  falls,  and  there  is  an 
advantage  in  coining  it  ; hence  an  increased  demand 
which  arrests  the  decline.  And  if  the  coinage  were  to  take 
place  all  over  Europe,  on  the  same. conditions,  it  would  open 
an  immense  field  of  employment,  which  would  absorb  the 
surplus  production,  and  render  the  decline  in  price  very 
moderate  and  inappreciable.! 

Suppose  that  Germany  had  not  attempted  to  expel  silver, 
thus  forcing  Holland  to  imitate  the  Latin  Union,  in  limiting 
the  coinage ; the  one  hundred  millions  francs  of  excess  which 
the  United  States  are  producing,  would  have  penetrated  into 
the  circulation  of  Europe  without  producing  the  slightest  dis- 
turbance. 

Germany  has  the  greatest  interest  in  maintaining  the 
simultaneous  employment  of  the  gold  and  silver  which  she 
still  possesses  ; for  she  cannot  retain  her  gold  except  at  the 
price  of  heavy  sacrifices,  and  by  keeping  the  rate  of  discount 
always  very  high.  It  is  even  doubtful  if  she  can  retain  it  at 
all,  and  in  that  case,  with  a circulating  medium  too  seriously 
depleted,  the  country  would  be  delivered  over  to  a permanent 
monetary  crisis. 

The  United  States  must  naturally  desire  to  keep  up  the 
value  of  the  silver  which  they  produce  at  their  mines,  for 
with  a heavy  fall  in  that  metal,  many  of  those  mines  would 
cease  to  be  profitable.  If  they  wish  to  preserve  that  source 
of  wealth,  they  ought  to  adopt  the  bi-metallic  money.  Eng- 
land and  Holland  have  evidently  an  interest  in  pursuing  the 
same  course,  by  reason  of  their  relations  with  their  Asiatic 
colonies,  which  have  the  silver  standard.  As  to  France,  and 
her  monetary  allies,  it  is  evident  that  they  could  not  come  to 
a single  standard  of  gold  without  encountering  immeasurable 
difficulties  of  the  same  sort  as  those  which  Germany  is  now 
meeting,  and  if  they  were  to  reach  it  in  the  end  it  would 
involve  the  deplorable  result  of  augmenting  the  charge  of 
their  public  debts,  by  the  enormous  increase  in  value  which 

* When  Belgium  first  established  its  nickel  coin.i^e,  the  metal  was  worth  eleven  francs  a 
kilogram.  It  was  w'onh  twelve  francs  in  1870.  When  the  German  Government  began  to 
manufacture  its  token  currency  of  nickel,  the  price  rose  to  thirty-five  francs : it  is  still  thirty 
francs.  The  demand  for  coinage  purposes  has,  therefore,  enhanced  the  price  three-fold. 

t Mr.  Bagehot,  editor  of  the  Economist , testified  before  the  House  of  Commons  Committee, 
that  if  it  had  not  been  for  the  change  of  policy  among  the  states  of  the  Latin  Union,  by 
which  the  coinage  of  silver  was  largely  reduced,  “ all  the  silver  which  is  now  fiooding  the 
London  market  and  lowering  the  price,  could  have  been  long  since  in  the  mints  of  those 
countries  ; it  would  have  released  gold  from  them,  and  the  combined  effect  of  the  two  opera- 
tions would  have  been  — that  the  comparative  value  of  gold  and  silver  would  have  been  very 
little  altered,  prwb.'ibly  not  at  all.”  (Tr.) 
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gold  would  factitiously  have  acquired,  in  becoming  hence- 
forth the  only  medium  of  payment.* 

The  silver  mines  of  America  would  be  stricken  with  bar- 
renness, the  value  of  the  stock  of  silver  existing  in  the  world, 
estimated  at  twenty-five  to  thirty  milliards  of  francs,  ( five  to 
six  thousand  millions  of  dollars,)  would  be  reduced  by  one- 
half.f  In  the  States,  the  owners  of  mortgaged  property, 
industrial  companies  which  have  issued  bonds,  all  those  in 
short  who  have  debts  at  long  dates,  would  be  completely 
crushed  ; and  a crying  injustice  would  have  been  committed 
towards  them  ; the  instrument  of  exchange  would  have  been 
rendered  scarcer  and,  as  a consequence,  there  would  follow  a 
contraction  of  credit,  a rise  in  the  rate  of  discount,  and 
monetary  crisis.  The  restraint  and  embarrassment  from 
which  Germany  suffers  in  her  unfortunate  attempt  to  estab- 
lish a gold  standard,  would  extend  to  the  whole  world  ; the 
relations  of  Europe  with  the  extreme  East  would  be  pro- 
foundly troubled,  as  has  indeed  already  happened  ; and  all 
these  disturbances  would  have  been  fomented  for  the  sake 
of  establishing  an  abstract  and  disputed  principle  ! 

Economists  who  attach  themselves  to  absolute  theories,  are 
very  much  like  the  political  philosophers  of  the  eighteenth 
century,  from  whom  they  are  descended.  They  follow  out 
at  whatever  cost,  what  seems  to  them  a simple,  logical, 
rational  principle,  without  taking  any  account  of  nature, 
history  or  traditions.  They  assert  that  in  the  matter  of 
money  there  needs  to  be  but  one  metal,  precisely  as  in  legis- 
lation there  needed  to  be  but  one  Chamber.  A nation  has 
but  one  will,  how  absurd  then  to  give  it  two  organs  to 
express  that  will,  and  it  is  no  less  absurd  to  have  two  metals 
with  which  to  carry  on  their  exchanges,  when  one  metal  only 
would  suffice.  History,  bn  the  contrary,  shows  us  that  civil- 
ized nations  have  always  made  use  of  both  metals  as  money.J 
We  are  to-day  witnessing  a revolt  against  the  natural 
and  historical  necessity  which  this  fact  reveals,  and  the  ban- 
ishment of  silver  is  demanded.  Without  doubt  it  can  be 

* This  reasoning  might  be  equally  well  applied  to  the  policy  of  nations  whose  existing  debt 
is  payable  in  gold  only.  Without  changing  the  nature  of  the  past  obligation  the  burden  of 
it  in  future  would  be  made  heavier  or  Tighter  by  the  absence  or  presence  of  silver  in  the 
currency.  (Tr.) 

t Sir  Hector  Hay,  a bullion  broker,  testified  before  the  House  of  Commons  Committee,  that 
if  France  were  to  demonetize  silver,  it  might  go  to  half  a crown  an  ounce.  [3od.]  (Tr.) 

X The  total  production  of  both  metals  in  the  last  nine  years  has  remained  stationaiy',  and 
in  the  last  two  years  it  has  rather  declined.  Is  this,  then,  the  time  to  prohibit  the  use  of  one 
<ti  these  metals  ? 
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accomplished  ; a single  section  of  a law  will  do  it.  But  it  is 
impossible  to  foresee  the  disastrous  consequences  which  would 
result  from  such  a measure.  The  profound  trouble  into  which 
the  monetary  reform  attempted  by  Germany  has  plunged 
the  circulation  of  the  whole  world,  as  well  as  its  own,  can 
give  us  but  a faint  picture  of  the  miseries  which  would 
ensue  if  all  other  civilized  nations  were  to  follow  her  example. 


THE  SILVER  QUESTION. 

BY  SAMUEL  SMITH, 

PRESIDENT  OF  THE  CHAMBER  OF  COMMERCE  OF  LIVERPOOL,  ENGLAND. 


To  the  Editor  of  the  Banker’s  Magazine  : 

I address  you  herewith,  the  President  of  Liverpool  Chamber  of  Commerce, 
Mr.  Samuel  Smith’s  “Three  letters  on  the  Silver  Question.”  As  this  is  a most 
important  document,  coming  from  such  an  influential  quarter,  I would  esteem  it 
a personal  favor  if  you  could  conveniently  on  some  future  occasion  republish  it 
in  your  columns;  I am  emboldened  to  proffer  this  request,  as  you  have  already 
given  such  a hospitable  reception  to  my  “Bi-Metallic  Money,”  and  I consider 
Mr.  Smith’s  pamphlet  as  still  more  useful. 

Henri  Cernuschl 


Washington,  D.  C.,  January  2d,  1877. 


[the  author’s  preface.] 

The  “ Silver  Question  ” is  now  attracting  general  attention,  and  deservedly  so, 
for  it  is  one  of  capital  importance. 

The  discussions  that  have  taken  place  are  gradually  enlightening  the  public 
mind,  and  the  time  is  approaching  when — in  the  author’s  judgment — an  Inter- 
national Monetary  Conference  could  be  held  with  conspicuous  advantage. 

It  is  hoped  that  the  views  set  forth  in  these  Letters  will  commend  themselves 
to  unprejudiced  thinkers,  and  tend  towards  that  consummation. 


I. 

IS  THE  BI-METALLIC  SYSTEM  PRACTICABLE? 

It  is  supposed  that  the  metallic  money  in  the  world  is  pretty 
nearly  equally  divided  between  gold  and  silver.  Up  till 
lately  it  may  be  said  roughly  that  half  the  business  of  the 
world  was  transacted  in  gold  and  half  in  silver,  or  paper 
founded  upon  them ; and  as  France  for  three  quarters  of  a 
century  coined  either  gold  or  silver  to  an  unlimited  extent, 
making  them  both  full  legal  tender,  at  the  ratio  of  i of 
gold  to  15^  of  silver,  that  ratio  practically  obtained  all 
over  the  world.  Nor  was  it  disturbed  when  the  discovery 
of  the  Californian  and  Australian  mines  suddenly  increased 
the  yield  of  gold  from  six  to  thirty  millions  sterling 
annually,  without  any  change  in  the  production  of  silver. 
France  was,  in  fact,  the  regulator  of  the  world,  and  her  legal 
ratio  was  practically  adopted  by  all  other  nations  that  used 
silver  money.  The  first  blow  to  this  convenient  arrange- 
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merit  was  struck  by  Germany  resolving  to  demonetize  silver 
and  adopt  gold  as  its  sole  standard,  but  even  then  there 
was  but  little  depreciation  so  long  as  France  continued  to 
coin  on  the  old  ratio.  It  was  only  when  she,  fearing  the 
enormous  influx  of  German  silver,  in  self-defence  practically 
ceased  to  coin  that  metal,  and  carried  along  with  her  the 
Latin  union  of  States,  that  the  great  depreciation  set  in. 

The  real  cause  of  the  fall  in  silver  is  neither  the  increased 
production  nor  the  diminished  demand  for  India,  but  the  de- 
monetization policy  of  Europe  forced  on  by  Germany.  Had 
the  monetary  state  of  Europe  remained  the  same  as  before 
the  Franco-German,  war,  and  the  mints  been  open  to  coin 
silver  at  the  old  ratio  of  15^  to  i,  there  would  have  been 
no  deviation  from  that  ratio  to-day,  and  silver  would  have 
been  quoted  about  5s.  per  ounce.  The  increase  in  the  pro- 
duction of  silver  of  late  years  has  been  from — say  ten  mil- 
lions sterling  annually  to  sixteen  millions,  and  that  would 
have  no  more  affected  the  relative  value  of  the  metals  than 
did  the  increase  in  the  production  of  gold  in  1848-50  from 
six  millions  to  thirty  millionsj  which  also  had  no  effect  in 
lowering  the  relative  value  of  gold. 

This  brings  us  to  the  kernel  of  the  whole  question — Can 
legislation  fix  a definite  ratio  between  gold  and  silver^  or  can  it  not  ? 
Our  opponents  say  it  cannot,  any  more  than  it  can  fix  a defi- 
nite ratio  between  corn  and  cotton.  They  say  that  the  cost 
of  production  must  determine  the  market  price  of  the  respect- 
ive metals,  and  that  all  legislative  interference  is  mischievous 
and  futile.  This  would  be  perfectly  true  if  the  precious 
metals  were  not  used  as  money.  Could  we  conceive  that  we 
were  in  a state  of  barter,  and  that  gold  and  silver  were  used 
simply  for  purposes  of  ornament,  the  law  would  of  course  be 
unable  to  assign  them  a fixed  relative  value.  It  is,  moreover,- 
very  unlikely  that  either  of  them  would  bear  nearly  as  high 
a value  as  they  do  now,  seeing  that  the  chief  use  of  these 
metals  is  for  money,  and  even  their  subordinate  use  for  orna- 
ments arises  partly  from  the  factitious  distinction  they  have 
acquired  on  account  of  their  higher  use  for  money.  An 
entirely  new  set  of  laws  is  introduced  from  the  time  that 
governments  elevate  either  or  both  metals  to  the  rank  of 
money.  First  of  all,  a vastly  increased  use  is  given  to  the 
metal  or  metals  so  used,  and  along  with  this  increased 
use  a much  higher  value  than  would  otherwise  have  pre- 
vailed. 

All  this,  however,  it  may  be  said,  is  mere  abstract  reason- 
ing. The  precious  metals  have  always  been  used  for  money, 
and  no  doubt  were  designed  to  be  so  used,  and  the  only 
point  to  be  discussed  is  whether  legislation  should  leave  their 
respective  value  to  be  settled  by  the  laws  of  supply  and 
demand,  or  try  to  establish  a fixed  ratio  between  them.  I 
Mold  that  it  is  better  for  the  world  at  large  to  retain  them  both  as 
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full  legal-tender  money  at  a fixed  ratio y and  that  it  is  possible  to 
do  so  by  common  consent. 

The  latter  proposition  I will  try  to  prove  first.  Suppose 
that  in  England  all  debts  could  legally  be  discharged  either 
by  gold  or  silver  at  the  rate  of  i of  gold  or  15^  of  silver,  or 
by  bank  notes  payable  in  either  at  the  option  of  the  bank  ; 
and  suppose,  further,  that  the  mint  would  receive  either  gold 
or  silver  for  coinage  to  an  unlimited  extent,  giving  legal- 
tender  notes  of  equal  value  for  one  of  gold  or  15)4  of  silver, 
I say  that  in  England  it  would  be  impossible  to  have  fluc- 
tuations in  the  relative  value  of  gold  and  silver.  Neither 
would  there  be  a temptation  to  pay  in  the  cheaper  metal, 
for  there  would  be  neither  cheap  nor  dear,  any  more  than 
there  is  now  between  gold  and  bank  notes.  Money  is  of  no 
use  except  to  make  payments,  and  if  no  person  could  settle 
debts  by  silver  so  as  to  gain  any  advantage  as  compared  with 
settling  them  in  gold,  why  should  he  prefer  to  pay  in  silver? 
Payment  would  in  fact  be  made  as  now  by  bank  notes, 
cheques,  &c.,  and  the  only  difference  would  be  that  the  issu- 
ing banks  would  hold  silver  as  well  as  gold,  for  each  metal 
would  be  alike  valuable  to  them.  It  is  clear,  however,  that 
such  a system,  to  work  safely,  would  require  the  consent  of 
adjacent  nations.  If  silver  in  France  and  Germany  was 

valued  at  18  to  i,  while  in  England  it  was  15^  to  i,  gold 
would  leave  England,  where  it  exchanged  for  only  15^  of 
silver,  and  flow  to  countries  where  it  exchanged  for  18  of 
silver.  England  would  become  a country  of  silver  currency 
and  France  and  Germany  of  gold.  This  is  just  the  position 
in  which  France  finds  herself  at  present,  and  is,  therefore, 
compelled  to  discontinue  coining  silver. 

It  is  quite  clear,  in  order  to  have  a bi-metallic  system  per- 
•manently  established,  that  a convention  of  leading  nations  is 
required  to  fix  a common  ratio  in  which  they  will  all  coin 
money  and  pay  their  debts.  A more  proper  subject  for  an 
international  agreement  could  not  be  conceived.  All  nations 
benefit  by  stability  in  monetary  matters.  None,  except 
thieves  and  rogues,  wish  to  borrow  in  one  standard  and  pay 
in  another.  Were  such  an  agreement  entered  into,  and  all 
the  leading  commercial  nations  undertook  to  coin  the  pre- 
cious metals,  and  make  them  full  legal  tender,  on  the  plan 
I have  supposed  for  England,  it  would  be  as  impossible  for 
gold  and  silver  to  fluctuate  in  relative  value  all  through 
those  countries,  and,  indeed,  through  the  world,  as  it  would 
be  in  Great  Britain  on  the  hypothesis  I assumed  above* 
And  the  greater  or  less  production  of  the  respective  metals 
would  have  nothing  to  do  with  it,  just  as  the  sudden  jump 
in  the  gold  production  from  6,000,000  to  30,000,000  at 
1848-50  did  not  depreciate  gold  compared  with  silver,  because 
the  bi-metallic  system  then  ruled  on  the  Continent ; neither 
would  a jump  in  the  production  of  silver  from  16,000,00a 
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to  30,000,000  or  40,000,000,  were  such  to  happen,  if  the 
bi-metallic  system  were  again  adopted. 

What  the  law  cannot  fix  is  the  purchasing  power  of  the  pre- 
cious  metals  in  relation  to  other  commodities. 

Suppose,  for  argument’s  sake,  that  the  joint  production  of 
gold  and  silver,  which  is  now  about  forty  millions  annually, 
were  to  become  400  millions,  we  would  find  a rapid  rise  in 
money  prices ; in  other  words,  a diminution  in  the  real  value 
or  purchasing  power  of  money ; but  what  the  law  can  do  is 
to  prevent  fluctuations  in  value  as  between  gold  and  silver 
by  making  them  both  legal  tender  at  a definite  ratio.  If, 
however,  the  law  makes  gold  only  legal  tender,  silver,  of 
course,  would  fluctuate  like  other  rare  metals,  such  as  plati- 
num. In  the  same  way,  if  silver  was  made  sole  legal  tender, 
gold  would  fluctuate  like  other  rare  metals.  If,  for  instance, 
Chevalier’s  proposal  to  demonetize  gold  made  some  twenty 
years  ago,  had  been  generally  adopted  we  should  have  seen 
far  more  violent  fluctuations  in  the  market  price  of  gold 
measured  by  silver  than  we  have  lately  seen  in  the  market 
price  of  silver  measured  by  gold.  Now,  as  stability  of  value 
is  one  of  the  most  necessary  qualities  of  money,  I hold  that 
it  is  better  to  confine  fluctuations  to  the  mass  of  gold  and 
silver  combined  than  let  each  metal  fluctuate  separately. 
Gold  alone  has  varied  within  this  century  from  an  annual 
production  of  3,000,000  to  30,000,000,  or  tenfold ; but 
gold  and  silver  combined  have  only  varied  from  about 

10,000,000  to  40,000,000,  or  fourfold — hence  the  joint 
metal  forms  a more  stable  mass  than  gold  alone.  It  is  like 
a kite  with  a heavy  tail  to  it,  which  prevents  it  from  sway- 
ing to  and  fro ; whereas  gold  alone  is  like  a kite  without  a 
tail,  which  obeys  every  gust  more  readily. 

II. 

IS  THE  BI-METALLIC  SYSTEM  DESIRABLE? 

In  my  former  letter  I dealt  chiefly  with  the  question 
whether  or  not  it  was  possible  for  nations  by  common  con- 
sent to  establish  a fixed  ratio  of  value  between  gold  and  sil- 
ver, and  tried  to  show  that  it  was  perfectly  practicable  pro- 
vided both  metals  were  made  full  legal  tender  for  the 
payment  of  debts  at  the  ratio  fixed  by  law,  whether  that  be 
of  silver  to  i of  gold  or  any  other. 

I now  wish  briefly  to  point  out  some  of  the  advantages 
which  would  result  from  the  adoption  of  the  bi-metallic  sys- 
tem as  thus  defined. 

I.  It  would  greatly  facilitate  transactions  between  countries 
using  a gold  and  countries  using  a silver  standard,  by 
reducing  their  money,  as  it  were,  to  a common  denominator. 
For  three-quarters  of  a century  the  silver  rupee  was  practi- 
cally worth  the  tenth  part  of  a sovereign,  the  silver  franc 
the  twenty-fifth  part,  and  all  other  leading  silver  coins  some 
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Other  fixed  proportion,  and  the  reason  of  this  stability  was 
that  France  coined  either  gold  or  silver  to  an  unlimited 
extent  at  the  ratio  of  i to  15^.  The  whole  world  benefited 
by  the  regulating  influence  of  her  bi-metallic  system  ; hence 
it  happened  that  when  the  extraordinary  gold  discoveries  of 
1848-50  increased  the  yield  of  gold  five-fold,  there  was  no 
change  in  the  relative  value  of  the  precious  metals,  and  com- 
merce went  on  all  over  the  world  undisturbed  by  the  change. 

The  same  happy  result  would  flow  from  the  re-adoption  of 
the  bi-metallic  system  ; the  annoyance,  inconvenience,  and 
loss  to  merchants  trading  between  countries  using  a gold 
and  a silver  standard  would  be  at  an  end.  We  should  no 
longer  see  the  rupee  worth  at  one  time  the  tenth  of  a sover- 
eign, at  another  time  the  thirteenth  part,  and  perhaps  at 
some  future  time  the  twentieth  part.  We  would  preserv’e  the 
incalculable  advantage  for  mankind  of  speaking  as  it  were 
one  monetary  language  instead  of  a Babel  of  tongues.  But 
this  is  the  least  advantage.  Commerce  can  no  doubt  overleap 
the  barriers  of  fluctuating  exchanges,  and  our  merchants, 
warned  by  the  past,  can  protect  themselves  tolerably  well  in 
the  future  against  fluctuations  in  silver  as  they  have  done 
against  fluctuations  in  the  inconvertible  currencies  of  America, 
Russia  and  other  countries — business  will  go  on  in  spite  of 
these  difficulties,  just  as  people  would  continue  to  cross  the 
Atlantic  if  steamships  were  abolished,  but  with  less  comfort 
and  more  risk. 

2.  A much  greater  advantage  would  be  the  gain  to  the 
cause  of  honesty  and  fair  play  as  between  man  and  man. 
Let  me  explain  what  I mean.  During  the  seventy  years  of 
this  century  when  gold  and  silver  remained  practically  at  the 
ratio  of  i to  15^^,  an  immense  pile  of  national  debts,  rail- 
way bonds,  private  mortgages  and  other  obligations  ( public 
and  private ) has  been  reared.  The  greater  part  of  our 
national  debt  has  been  contracted  in  that  period,  with  inter- 
est payable  in  gold.  The  United  States  debt  has  been  piled 
up  also  with  interest  payable  in  gold  ; the  debt  of  France 
with  interest  payable  in  either  gold  or  silver ; the  debts  of 
Russia,  Austria  and  Italy  with  interest  payable  part  in  gold 
and  part  in  silver ; the  rupee  debt  of  India,  with  interest 
payable  in  silver,  and  so  on  with  the  minor  States.  These 
engagements  represent  thousands  of  millions  sterling,  and 
constitute  the  chief  investment  of  the  savings  of  a large 
portion  of  mankind,  including  the  property  of  multitudes  of 
widows  and  orphans.  The  same  may  be  said  of  the  borrow- 
ings of  railway  and  other  private  corporations,  whose  inter- 
est is  payable  throughout  these  countries  in  one  or  other 
metal  or  in  both. 

The  innumerable  multitude  of  people  who  lent  this  money 
did  so  on  the  faith  that  the  standard  in  which  they  were 
paid  would  not  be  tampered  with  by  violent  monetary 
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changes.  They  may  have  known  little  of  monetary  laws,  but 
they  knew  from  experience  that  gold  and  silver  were  alike 
valuable  at  the  ratio  of  i to  15^,  which  had  ruled  during 
their  lives  and  the  lives  of  their  fathers,  and  it  was  the  im- 
plicit faith  in  this  fixity  of  value  which  induced  English 
capitalists  to  lend  one  hundred  millions  to  the  Indian  Gov- 
ernment, with  interest  to  be  paid  in  rupees  at  the  rate  of 
four  or  five  per  cent,  and  vast  sums  to  other  countries,  also 
to  be  paid  in  silver.  The  same  confidence  made  the  French 
peasant  empty  his  old  stockings  of  silver  five-franc  pieces 
and  gold  Napoleons  and  lend  them  to  his  Government,  and 
made  the  thrifty  German  invest  much  of  his  savings  in  Aus- 
trian silver-paying  securities.  On  the  other  hand,  Russia  and 
other  foreign  countries,  notably  the  South  American  Repub- 
lics, borrowed  much  money  in  London,  engaging  to  pay  the 
interest  in  gold,  though  their  own  revenue  was  collected  in 
silver,  because  they  expected  ( as  past  experience  had 
taught  them  ) that  they  could  procure  the  gold  to  pay  the 
interest  by  exchanging  for  it  15^  times  the  weight  of  silver. 

/«  shorty  a large  net-work  of  borrowing  and  lending  has  been 
drawn  over  the  entire  civilized  worldy  based  upon  the  belief  that  either 
metal  was  alike  valuable  at  the  ratio  which  had  so  long  prei'ailed. 

Any  one  can  see  at  a glance  what  an  evil  it  would  be  to 
have  gold  and  silver,  as  it  were,  divorced  from  each  other, 
and  following  incalculable  laws  of  relative  value  in  future 
like  the  unknown  motions  of  comets.  At  present  all  the 
nations  and  individuals  who  have  contracted  to  pay  silver 
are  saving  much  of  their  legitimate  outlay.  The  unfortunate 
recipients  are  mulcted  out  of  their  just  dues.  Those  again 
who  have  engaged  to  pay  gold  will  gradually  find,  by  the 
operation  of  another  law  (which  I have  not  yet  referred  to), 
that  their  obligations  will  get  heavier  and  heavier,  and  that 
their  creditors  will  reap  an  undue  advantage. 

It  is  as  if  all  contracts  for  the  sale  of  land  had  been  made 
by  a yard  measure  throughout  the  world,  but  in  some  coun- 
tries the  yard  was  divided  into  three  feet  and  in  others  into 
thirty-six  inches.  For  a long  time  these  measurements  coin- 
cided, but  at  last,  by  some  freak  of  fortune,  the  inch  came 
to  be  shortened  by  a quarter,  and  so  it  came  to  pass  that 
people  in  one  country  who  had  bought  land  in  another 
expressed  in  the  common  term  ‘‘yard,”  found  that  they  were 
getting  twenty-five  per  cent,  less  than  they  had  paid  for. 
The  analogy  would  be  closer  if  we  could  suppose  that  a 
great  portion  of  the  earth’s  surface  had  been  so  transferred 
during  a long  period  in  which  payment  was  deferred,  and 
that  when  the  buyers  had  paid  their  money  and  taken  up 
the  titles  they  suddenly  found  that  by  a trick  of  words  they 
had  been  defrauded  out  of  a quarter  of  what  they  had  paid 
for  and  believed  that  they  would  get. 

Of  course  this  parallel  is  imperfect,  for  we  know  well  that 
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no  wilful  monetary  fraud  has  been  practised  by  any  country; 
but  the  effects  of  the  revolution  we  are  passing  through  are 
very  similar  to  what  we  have  described,  and  it  must  be 
apparent  to  any  one  who  loves  to  see  justice  and  fair  play 
among  mankind,  that  if  this  wrong  can  be  obviated  it  is 
worth  attempting,  and  ought  to  be  attempted. 

3.  But,  thirdly,  another  weighty  consideration  is  this  : the 
countries  using  silver  money — that  is,  fully  half  the  world — 
will  find  that  the  inconveniences  are  so  great  (provided  no 
remedy  is  applied)  that  they  will  be  driven  ultimately  one 
after  another  to  demonetize  silver  and  use  gold  exclusively 
as  their  standard.  The  result  of  that  will  be  that  silver, 
instead  of  being  worth,  as  at  present  4s.  6d.  per  ounce,  say 
about  to  I of  gold,  may  drop  to  2s.  per  ounce,  or  some 

other  figure  so  low  as  practically  to  beggar  all  nations  that 
have  borrowed  in  silver  and  have  to  pay  in  gold,  and  vir- 
tually confiscate  the  property  of  all  who  have  lent  their 
money  to  nations  or  individuals  for  payment  of  interest  in  silver. 

No  doubt,  if  such  a state  of  things  were  to  happen,  some 
countries  would  have  to  pass  into  liquidation,  and  make  a 
composition  with  their  creditors,  and  ultimately  matters  would 
settle  down  everywhere  after  excessive  suffering  and  confu- 
sion into  a universal  system  of  gold  payments ; but  the  neces- 
sary consequence  would  be  that  the  metallic  basis  on  which 
the  business  of  the  world  was  done  would  be  immensely 
reduced  ; it  would  be  as  if  the  mines  were  shut  up  for  sev- 
eral years.  Instead  of,  say,  1,400  millions  of  gold  and  silver 
to  do  the  business  of  exchange,  there  would  be  700  or  800 
millions  of  gold,  and  a limited  amount  of  silver  as  small 
change.  Money  values  would  fall  greatly ; national  debts 
like  our  own  would  press  much  more  heavily,  and  a period 
of  suffering  and  contraction  of  business  would  ensue  similar 
to  what  the  United  States  has  experienced  on  coming  pain- 
fully back  from  inflated  paper  towards  specie  payments. 

No  doubt  at  last  the  process  would  be  accomplished,  and 
after  a century  or  so  the  world  could  trade  as  well  on  gold 
alone  as  gold  and  silver  combined.  But  why  have  the  inter- 
mediate chaos  if  it  can  be  avoided  ? My  contention  is  that 
it  can  be  avoided  by  an  international  monetary  conven- 
tion between  the  four  leading  commercial  nations — perhaps 
between  England  and  France  alone,  and  in  this  convention 
all  would  be  gainers  and  none  losers,  for  in  the  long  run 
all  the  best  interests,  either  of  men  or  nations,  are  served 
by  keeping  their  obligations  inviolate. 

III. 

“free  trade”  objections  answered. 

There  cannot  be  a doubt  that  at  first  sight,  and  before 
the  question  is  fully  studied,  the  bi-metallic  system,  as 
advocated  by  M.  Cernuschi,  Mr.  Williamson,  and  others, 
appears  to  be  opposed  to  the  principles  of  “ free  trade,*' 
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and  to  ignore  the  laws  of  “supply  and  demand.”  This  gen- 
eration of  Englishmen  has  been  trained  up  to  believe  in  free 
trade  so  implicitly  that  a presumption  is  raised  against  any 
scheme  which  involves  legislative  interposition. 

It  appears  at  the  first  blush  that  gold  and  silver  being 
articles  produced  by  human  labor,  must  have  their  respect- 
ive value  determined  by  the  same  laws  as  cotton,  or  corn, 
or  coal,  or  iron.  It  would  be  folly  to  ignore  the  strength 
of  the  prejudice  we  have  to  encounter  from  the  commercial 
and  economical  training  of  the  people  of  this  country.  It 
all  the  more  devolves  on  us  to  show  how  far  those  “ laws 
of  supply  and  demand  ” bear  upon  the  question  at  issue, 
and  to  point  out  clearly  where  they  hold  good  and  where 
they  fail  to  be  applicable.  Now  it  is  an  undoubted  fact 
that  the  price  of  all  articles  intended  for  consumption  is 
determined  by  the  relation  of  supply  to  demand  at  any 
particular  time,  and  over  longer  periods  by  the  cost  of 
production.  The  price  of  cotton  or  sugar  at  the  moment 
is  determined  by  the  state  of  the  market,  but  ultimately  and 
in  the  long  run  by  the  cost  of  producing  them.  Every  one 
knows  that  if  either  of  them  fell  for  some  years  much 
below  the  cost  of  growing  it,  production  would  fall  off  and 
the  price  rise  correspondingly.  The  connection  between  the 
two  is  so  palpable  that  every  one  can  perceive  it.  This  law, 
however,  acts  with  immensely  greater  force  upon  articles  of 
trade  than  upon  the  precious  metals,  for  the  simple  reason 
that  most  crops  grown  in  the  world  are  consumed  within 
the  same  year,  or  at  most  the  following  one,  and  pretty 
nearly  the  same  may  be  said  of  manufactured  goods.  The 
world’s  production  of  all  consumable  articles  is  but  a few 
months  ahead  of  the  world’s  consumption,  hence  any  falling 
off  in  production  quickly  brings  on  scarcity,  and  such  high 
prices  as  to  stimulate  production  again. 

It  is  altogether  different  with  the  precious  metals.  Their 
durability  is  so  great  that  probably  a considerable  proportion 
of  all  the  gold  and  silver  that  has  been  extracted  from  the 
bowels  of  the  earth  since  the  days  of  Abraham  is  still  in 
existence  either  as  money  or  ornaments,  and  the  addition 
made  annually  to  this  mass  by  the  yield  from  the  mines  is  so 
small  that  it  hardly  affects  the  bulk  appreeiably  ; hence  it 
happens  that  long  periods  of  small  production,  such  as  last 
century  and  the  early  part  of  this,  scarcely  increased  the 
purchasing  power — that  is,  the  real  value  of  the  precious 
metals.  Neither  did  the  extraordinary  discoveries  of  Australia 
and  California,  which  increased  the  gold  production  five-fold,, 
appreciably  lower  the  purchasing  power  of  money  for  several 
years,  and  even  yet  economists  dispute  whether  it  has  been 
lowered  so  much  as  fifteen  or  twenty  per  cent,  in  consequence 
of  the  great  production  of  gold  for  twenty-eight  years  past. 

These  remarks  are  made  to  show  how  little  the  “cost  of 
production”  has  to  do  with  the  value  of  the  precious  metals 
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at  any  given  time,  and  how  the  phrases  that  are  derived  from 
commercial  experience  are  misleading  when  applied  to  mone- 
tary matters.  It  would  almost  seem  as  if  it  were  the  design 
of  the  Creator  to  supply  the  precious  metals  in  such  quanti- 
ties that  their  value  should  be  more  fixed  and  stable  than 
that  of  anything  else,  and,  with  the  experience  of  4000  years 
to  guide  us,  we  may  fairly  conclude  that  the  future  has  no 
monetary  cataclysm  in  store  for  us  to  upset  well-devised 
schemes  based  upon  the  comparative  stability  in  value  of  the 
precious  metals. 

All  this,  however,  is  merely  preliminary  to  what  I have  to 
say  as  to  the  value  of  gold  and  silver  in  relation  to  one 
another.  The  crucial  point  of  the  whole  question  is,  can  legis- 
lation fix  a ratio  between  them^  or  does  the  cost  of  production  fix  it 
irrespective  of  all  legislation  ? Our  opponents  say  that  gold  will 
fall  in  relation  to  silver  when  produced  more  cheaply,  and 
that  silver  will  fall  in  relation  to  gold  when  produced  more 
cheaply — in  spite  of  all  laws  of  mankind  to  the  contrary.  I 
marvel  that  none  of  them  attempt  to  explain  why  it  was 
that  in  1848-50,  when  the  production  of  gold  increased  all  at 
once  five-fold,  and  its  cost  of  production,  perhaps,  fell  nearly 
as  much,  //  did  not  vary  in  value  as  compared  with  silver : here 
was  a crucial  test  of  the  soundness  of  their  theories  : the 
very  thing  happened  which  should,  according  to  their  view, 
have  shattered  all  bi-metallic  theories.  There  never  was  an 
instance  before  of  a more  remarkable  change  in  the  cost  of 
production  and  the  quantity  produced  of  one  metal  com- 
pared with  the  other. 

We  all  know  what  would  have  happened  if  the  produc- 
tion of  wool  had  suddenly  increased  five-fold,  while  that  of 
cotton  remained  unchanged.  Wool,  instead  of  being  worth 
more  than  double  the  price  of  cotton,  would  for  some  time 
have  been  cheaper,  just  as  cotton  during  the  American  war, 
from  extreme  scarcity,  became  worth  more  than  wool  for  a 
short  time.  Why  did  we  not  see  gold,  in  place  of 

exchanging  for  15^4  times  its  weight  of  silver,  as  in  1800  to 
1848,  suddenly  fall  till  it  only  fetched  eight  or  ten  times  its 
weight  of  silver  ? The  cost  of  producing  silver  and  the  quan- 
tity annually  produced  remained  about  the  same  during 
1850-60  that  it  was  during  1840-50 ; but  gold  was  pro- 
duced at  the  rate  of  thirty  millions  annually  in  place  of 
six,  and  during  the  first  flush  of  gold  mining  the  cost  of 
producing  was  vastly  less  than  it  had  been  for  centuries  before. 

Is  it  not  present  to  the  recollection  of  most  people  what» 
fortunes  the  first  miners  in  Australia  and  California  made  ? 
We  would  not  be  surprised  if  statistics  could  prove  that  in 
the  first  year  or  two  of  the  gold  discoveries  the  average 
takings  of  each  miner  were  ff  i per  day,  whereas,  probably, 
the  average  earnings  in  all  the  gold  and  silver  mines  of  the 
world  up  till  1848  was  not  more  than  5s.  per  day — that  is, 
the  cost  of  producing  gold,  as  measured  by  the  wages  of 
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labor,  fell  to  one-fourth  of  what  it  was  before,  while  that  of 
silver  remained  unchanged.  We  could  not  imagine  any  set 
of  circumstances  more  elaborately  contrived  to  bring  out  into 
bold  relief  the  so-called  “ cost  of  production  *’  theory  in  rela- 
tion to  the  precious  metals. 

All  the  arguments  of  our  opponents  would  go  to  prove 
that  silver  must  have  mounted  up  quickly  to  los.  per  ounce 
in  the  London  market ; but,  strange  to  say,  nothing  of  the 
kind  happened  ! The  price  of  silver  was  not  affected — it  kept 
exchanging  at  the  old  ratio  of  15^4  to  i of  gold,  just  as  if 
the  gold  mines  had  never  been  discovered  ! How  is  this  to 
be  accounted  for.^  We  have  not  heard  a word  of  explanation 
from  our  opponents.  Surely  the  best  test  of  any  theory  is  its 
power  of  explaining  phenomena.  Did  not  astronomers  find 
out  the  falseness  of  the  Ptolemaic  theory  by  its  inability  to 
explain  some  of  the  movements  of  the  heavenly  bodies  ? 
Would  not  the  calculations  of  modern  astronomers  be  dis- 
credited if  eclipses  did  not  tally  with  their  predictions  ? In 
the  same  way  the  monetary  theory  which  accounts  for  all 
fluctuations  of  gold  and  silver  simply  by  the  respective  cost 
of  producing  each  metal,  utterly  breaks  down  at  the  very 
point  where,  if  true,  it  should  be  infallibly  demonstrated. 
I repeat  that  the  true  and  the  only  explanation  is  that  the 
bi-metallic  system  of  France  then  in  full  force  and  follow’ed 
more  or  less  on  the  Continent,  whereby  gold  and  silver  could 
be  coined  to  an  unlimited  extent  and  made  full  legal  tender 
at  the  ratio  of  i to  15}^,  prevented  either  metal  in  any  part 
of  the  world  fetching  more  or  less  than  that  ratio.  It  was 
nonsense  to  suppose  that  a gold  miner  in  Australia  would 
exchange  his  gold  anywhere  in  the  world  for  10  or  12  times 
its  weight  of  silver,  when  by  coining  it  in  France  it 
exchanged  for  15^4  of  silver.  The  bi-metallic  system  of 
France  was,  in  fact,  the  monetary  safety-valve  of  the  world. 
It  prevented  gold  sinking  indefinitely  in  relation  to  silver, 
and  thus  producing  a far  wider  range  of  disturbance  than 
the  fall  in  silver  has  produced  now. 

I hold,  therefore,  that  the  proposition  is  established  beyond 
controversy,  legislation  can  fix  a definite  ratio  between  gold 
and  silver — notwithstanding  great  fluctuations  in  the  relative  supply 
of  either  metal  and  great  changes  in  their  cost  of  production.  There 
can  be  no  doubt  that  the  leading  commercial  nations  com- 
bined, probably  even  France  and  England  alone,  can  do  for 
silver  now  what  France  and  some  other  European  States  did 
for  gold  in  1848-50.  There  can  be  no  reasonable  doubt  that 
bi-metallism  can  deal  in  1876  with  a two-fold  production  of 
silver  as  well  as  it  did  with  a five-fold  production  of  gold  in 
1848-50.  The  proof  seems  to  me  indisputable,  and  our  oppo- 
nents must  either  grapple  with  it  in  place  of  dealing  with 
vag^e  generalities,  or  admit  that  they  have  not  probed  the 
subject  to  the  bottom. 
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ON  SENDING  VALUABLE  PACKAGES  BY  EXPRESS. 

The  underv.aluation  of  packages  of  bonds  or  currency  ship- 
ped by  express,  for  the  sake  of  reducing  the  charges  for  their 
transportation,  is  so  clearly  wrong  that  no  argument  against 
it  would  seem  to  be  necessary.  It  seems  incredible  that  any 
respectable  banker  should  permit  such  dishonesty,  yet  that  its 
occurrence  is  by  no  means  rare  is  an  undeniable  fact. 

There  are  some  who  attempt  to  justify  themselves  in  this, 
by  claiming  the  right  to  assume  on  their  own  part,  such  por- 
tion of  the  risk  of  loss  as  they  may  see  fit ; and  that,  there- 
fore, there  is  nothing  wrong  when  the  value  of  the  contents 
is  understated  on  a package.  Such  reasoning  is  false  through- 
out. The  express  company  undertakes  the  labor  of  transpor- 
tation, as  well  as  its  risks.  It  is  understood  that  the  pay- 
ment for  such  labor  is  to  be  according  to  the  value  involved. 
To  misstate  that  value  intentionally,  is  nothing  less  than  false- 
hood and  fraud,  and  we  therefore  indorse  fully  the  comments 
so  sharply  made  in  the  article  below,  which  we  find  in  the 
‘‘  Expressman's  Monthly  " for  January,  addressed  to  its  editors  : 

The  article  in  your  November  number,  entitled  “Bankers  and  Express  Com- 
panies,” points  to  an  evil  practice  which  fair  dealing,  common  honesty,  and 
good  morals  alike  condemn  as  pernicious  and  demoralizing. 

It  is  known,  and  imiformljr  recognized,  that  the  rule,  practice  and  right  of 
carriers  of  money,  is  to  receive  compensation  for  the  service,  by  charging  for 
the  amount  carried.  The  right  and  justice  of  this  rule  is  conceded  by  all. 
Whether  the  package  occupy  much  or  little  space,  the  charge  made  by  the 
carrier  is  upon  the  amount.  Notwithstanding  this  fact  is  brou^t  home  to  the 
knowledge  of  the  shipper,  there  are  those  who  would  commit  a fraud  upon  the 
carrier  by  depriving  him  of  his  proper  revenue  for  the  service  performed,  and 
which  is  opposed  to  fair  dealing. 

Common  honesty  would  oppose  this,  because  in  the  attempt  or  effort  to 
obtain  service  without  giving  proper  compensation,  through  withholding  the  facts 
regarding  the  sum  to  be  forwarded,  the  shipper  is  committing  a fraud  up>on  the 
carrier  who  has  provided  facilities  for  the  service,  to  be  paid  for  as  rendered 
and  in  proportion  to  the  amount  transmitted. 

The  practice  is  opposed  to  good  morals,  in  that  it  must  be  known  to  the 
employes  of  the  shippers  that  deception  is  being  used  by  their  principals,  and 
that  the  clerk,  cashier,  or  teller,  is  made  the  means  for  a falsification  of  their 
books,  in  the  process  of  effecting  the  fraud  upon  the  carrier,  thereby  opening 
the  minds  of  all  persons  cognizant  of  the  facts,  to  the  question  of  how  they 
also  may  benefit  themselves  through  deception. 

It  is  opposed  to  true  ethics  of  business  in  that  in  the  hope  of  saving  to 
themselves  a few  cents  per  thousand  dollars,  those  who  practice  this  deception, 
are  taking  to  themselves  most  extraordinary  risks,  as  it  is  known  that  in  case  of 
loss  from  any  cause,  the  carrier  is  released  from  all  responsibility  for  the  amount 
in  excess  of  that  stated  as  being  the  sum  delivered  to  him,  and  in  the  event  of 
such  loss  officers  of  banks  and  other  coiporations  should  be  held  personally 
responsible  and  liable  to  stockholders  therefor. 

I am  gratified,  Messrs.  Editors,  that  you  have  called  attention  to  this  impor- 
tant matter,  and  hope  the  subject  will  be  brought  to  the  attention  of  all  con- 
cerned, to  the  end  that  the  evil  be  discontinued.  South. 


Digitized  by  LjOOQle 


1877.] 


THE  RESPONSIBILITY  OF  BANKS,  ETC. 


719 


THE  RESPONSIBILITY  OF  BANKS  FOR  COLLECTING 

AGENTS. 


[ FROM  THK  ALBANY  LAW  JOURNAL.  ] 

The  case  of  Higgins  v.  Citizen^  Bank^  recently  decided  in  the  City  Court  of 
Norfolk,  Va.,  involves  a question  of  considerable  interest  to  those  dealing  with 
banks  and  bankers.  The  facts  were  these  : 

In  June,  1875,  Higgins,  who  was  a depositor  of  the  Citizens*  Bank,  desiring 
to  obtain  money  from  his  father  in  England,  applied  to  the  bank  to  ascertain 
how  it  was  to  be  done.  He  informed  the  cashier  that  his  father  banked  in 
London,  and  was  told  that  the  bank  had  no  agent  in  London,  but  that  the 
course  in  such  matters  was  to  draw  a draft  on  the  person  in  London,  which  the 
bank  would  send  to  New  York.  A draft  was  drawn  by  Higgins  for  ;£‘6oo, 
payable  to  W.  W.  Chamterlain,  cashier,  on  the  Rev.  R.  Higgins,  Wareside 
Vicarage,  Ware,  Herts,  dated  June  16,  1875.  This  draft  was  indorsed  : “Pay  to 
Duncan,  Sherman  & Co.  or  order,  for  account  of  Citizens*  Bank,  Norfolk,  Va., 
Wm.  W.  Chamberlain,  Cashier.**  It  was  indorsed  by  Duncan,  Sherman  & Co. 
to  the  order  of  the  Union  Bank  of  London,  and  was  by  them  collected  and 
placed  to  the  credit  of  Duncan,  Sherman  & Co.  Duncan,  Sherman  & Co. 
received  notice  of  its  payment  on  the  24th  of  July,  and  placed  the  amount  to 
the  credit  of  the  Citizens*  Bank  on  the  26th  of  July. 

On  the  26th  of  July,  Duncan,  Sherman  & Co.  mailed  statement  of  proceeds 
of  draft  to  Citizens*  Bank,  in  these  words:  “We  credit  you  for  W.  Higgins, 
£6oo^  $4.87,  and  $I.I2J^  currency,  $ 3,287,  received  June  i8th.**  The  letter 
containing  this  statement  was  received  by  the  Citizens’  Bank  on  the  28th  of 
July ; Duncan,  Sherman  & Co.  failed  on  the  27th  of  July. 

Duncan,  Sherman  & Co.  were  not  the  regular  correspondents  of  the  Citizens* 
Bank  in  New  York  ; but  they  were  in  the  case  of  foreign  bills,  because  they 
paid  the  highest  price  for  foreign  exchange.  The  custom  at  the  Citizens’  Bank 
was,  when  the  drawer  had  credit  with  the  bank,  to  indorse  the  draft,  send  to 
Duncan,  Sherman  & Co.  and  direct  them  to  sell  at  once.  In  such  case  the 
bill  being  sold  partly  on  the  credit  of  the  Citizens*  Bank,  a commission  was 
charged  for  the  collection,  and  the  depositor  was  allowed  to  check  on  the  pro- 
ceed at  once.  But  in  other  cases,  the  bill  was  sent  to  Duncan,  Sherman  & Co., 
who  forwarded  it  to  their  correspondents  in  England,  who  collected  it,  and 
when  Duncan,  Sherman  & Co.  were  informed  of  its  payment,  they  bought  at 
the  highest  market  price,  and  informed  the  Citizens*  ^nk  of  the  fact  Then 
the  Citizens*  Bank  either  drew  on  Duncan,  Sherman  & Co.  directly,  or  through 
their  regular  correspondent,  the  Bank  of  New  York,  as  their  convenience 
might  dictate  ; in  such  case  no  commission  was  charged.  In  the  case  at  bar  the 
latter  course  was  pursued,  and  no  commission  was  intended  to  be  charged, 
although  Higgins  says  that  he  expected  to  pay. 

The  opinion  was  delivered  by  Burroughs,  City  Judge.  After  considering 
whether  the  entry  upon  the  books  of  Duncan,  Sherman  & Co.  was,  by  the 
course  of  dealing  between  the  parties,  to  be  considered  payment,  it  sa3rs : 

“ The  second  proposition  is,  that  the  facts  in  the  case  raise  an  implied  con- 
tract to  transmit  and  collect  the  bill  by  the  defendant : that  Duncan,  Sherman  & 
Co.  were  the  agents  selected  by  the  defendant  to  aid  in  the  transmission  and 
collection  of  the  bill ; that  Duncan,  Sherman  & Co.  were  the  agents  of  the 
defendant,  and  not  the  agents  of  Higgins ; and  that  any  loss  occurring  through 
the  misconduct  of  their  agents,  or  their  failure  to  account  for  moneys  received, 
is  to  fall  upon  their  principal  and  not  on  Higgins. 

“There  was  no  express  contract  in  this  case;  if  there  be  a contract,  it  is 
one  which  the  law  implies  from  the  facts  of  the  case.  It  is  entirely  different 
from  the  case  of  The  Bank  of  Washington  v.  Triplett^  i Pet.  25,  where  the 
note  was  placed  in  the  bank  ^for  the  purpose  of  being  transmitted,' 
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“Upon  this  question,  whether  the  collecting  bank  is. the  agent  of  the  trans- 
mitting bank,  or  the  agent  of  the  owner  of  the  bill,  there  is  an  irreconcilable 
conflict  of  authority — the  courts  in  England,  in  New  York,  and  Ohio,  holding 
that  the  collecting  bank  is  the  agent  of  the  transmitting  bank,  while  the  courts 
of  Massachusetts,  Connecticut,  Missouri,  Illinois,  and  perhaps  Maryland,  hold 
that  the  collecting  bank  is  the  agent  of  the  owner  of  the  bill,  and  that  the 
owner  must  suffer  any  loss  occasioned  by  the  misconduct  or  failure  to  account 
of  the  collecting  bank.  In  Virginia,  there  has  been  no  decision  on  the  subject, 
so  that  I am  free  to  choose  that  view  which  seems  to  me  most  consistent  with 
the  analogies  of  the  law,  and  is  supported  by  the  best  reasons. 

“The  second  class  of  cases  claim,  that  where  a bill  is  deposited  for  collection, 
the  depositor  knows  that  the  bank  cannot  give  its  immediate  attention  to  the 
matter,  that  it  must  employ  agents,  and,  therefore,  that  the  agents  employed 
are  the  agents  of  the  depositor. 

“The  distinctions  to  be  drawn  in  such  cases,  it  is  admitted,  are  often  very 
nice,  but  it  seems  to  me  that  where  a customer  leaves  a bill  with  a bank  for 
collection,  and  it  is  accepted  by  the  bank,  the  undertaking  of  the  bank  is  that 
of  an  independent  contractor,  it  contracts  to  collect  the  bill,  and,  as  in  the  case 
of  the  contractor  to  build  the  house,  it  selects  its  own  agents  to  enable  it  to 
perform  the  contract  The  agents  selected  are  unkoown  to  the  depositor  or 
owner  of  the  bill ; he  has  no  control  over  them ; they  are  controlled  by  their 
superior,  the  bank;  they  recognize  no  one  else  in  the  transaction ; the  legal  title 
to  the  bill,  which  is  negotiable  and  passes  by  delivery  like  a bank  note,  is  in 
the  bank  transmitting  it ; the  original  owner  of  the  bill  is  not  considered  at  all 
by  the  subsequent  parties,  except  as  a means  of  identifying  the  particular  bill 
in  order  to  properly  account  for  iU  proceeds. 

“It  is  unreasonable  to  hold  that  the  depositor  should  be  held  responsible  for 
the  acts  of  a person  in  whose  selection  he  has  no  voice,  whom  he  does  not 
know  in  person  or  by  name,  and  over  whose  actions  he  has  no  control.  To- 
call  such  a person  the  agent  of  the  depositor  seems  to  me  to  be  a misnomer. 

“ I think  Duncan,  Sherman  & Co.  were,  under  the  circumstances  of  the  case,, 
the  agents  of  the  defendant  and  not  the  agents  of  Higgins ; that  the  payment 
to  Duncan,  Sherman  & Co.  by  the  Union  Bank  of  London,  was  payment  to  the 
defendant ; and  that  the  defendant  is  of  course  liable  to  Higgins  for  the  amount 
of  the  bilL 

“The  view  which  I have  taken  is  sustained  not  only  by  the  cases  in  the 
courts  named  above,  but  also  by  a very  recent  decision  in  the  Circuit  Court  of 
the  United  States  for  the  Southern  District  of  New  York,  Kenfs  Assignee  v. 
The  Dawson  NaiioncU  Bank  of  WUmingtony  October,  1875.  The  Supreme 
Court  of  the  United  States  in  Hoover^  assignee^  v.  Wise  et  al.^  13  A.  L.  J.  164, 
decided  October  term,  1875,  the  same  view. 

“It  is  proper  to  observe  that  no  blame  is  imputed  to  the  Citizens*  Bank,, 
they  not  only  selected  agents  in  good  standing  and  repute,  but  having  special 
regard  to  the  interests  of  the  depositor,  they  selected  an  agent  who  gave  the 
highest  price  for  foreign  exchange.  It  is  simply  their  misfortime ; if  the  Union 
Bank  of  London  had  failed  after  collecting  the  bill,  and  before  remitting  to- 
Duncan,  Sherman  & Co.,  the  loss  would  have  fallen  on  Duncan,  Sherman  & Co.;; 
if  the  Citizens’  Bank  had  failed,  and  the  proceeds  of  the  bill  were  mingled  with 
the  assets  of  Duncan,  Sherman  & Co.,  the  loss  w'ould  have  fallen  upon  Higgins,, 
the  depositor.  In  each  case  the  failure  of  the  agent  would  have  occasioned 
loss  to  his  principal,  the  person  who  selected  him,  and  who  controlled  his 
actions  directly.  It  is  the  misfortime  of  the  defendant  that  the  loss  was  occa- 
sioned by  the  failure  of  its  agent.  No  human  foresight  can  prevent  such  losses, 
and  the  law  furnished  no  remedy  for  them  ; all  that  it  can  do  is  by  general 
rules  to  determine  who  is  agent  and  who  is  principal ; the  party  who  selects 
and  controls  the  agent  is  the  principal ; if  such  an  agent,  by  his  acts  or  failure,, 
occasions  loss,  it  must  fall  on  his  principal,  and  not  on  another. 

“Judgment  for  plaintiff  for  $3,279.03,  with  interest  from  July  28,  i87£.’* 
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INQUIRIES  OF  CORRESPONDENTS. 

Addressed  to  the  Editor  of  the  Banker's  Magazine. 

[Note. — It  is  always  a pleasure  to  furnish  in  this  manner  to  our  subscribers, 
information  upon  subjects  of  general  interest,  within  the  usual  range  of  banking 
experience.  At  the  same  time  we  cannot  undertake  to  solve  intricate  legal 
questions,  more  especially  as  to  points  upon  which  no  decisions  are  recorded  in 
the  standard  authorities.  But  a small  proportion  of  the  inquiries  received  at 
this  office  have  been  published  in  the  Magazine.  Want  of  space  has  some- 
times excluded  them  ; many  have  been  repeatedly  answered  in  print  before ; 
some  have  been  such  as  any  bank  clerk,  of  a year’s  experience,  ought  to  be 
able  to  answer ; while  many  others,  at  the  request  of  the  inquirers,  have  been 
replied  to  by  mail.  To  these  last  it  is  not  always  possible,  in  the  pressure  of 
editorial  duties,  to  reply  peomptly^  and,  if  our  friends  will  bear  this  in  mind, 
their  questions  shall  receive  sucn  attention  as  courtesy  should  dictate  and  time 
may  permit] 


I.  National  Banks  and  Mortgage  Security. 

A.  borrowed  of  a National  bank  $2,200.  Said  sum  being  in  three  notes, 
two  of  the  notes,  amounting  to  $ i,  500,  have  matured,  the  remaining  note  of 

9 700,  is  not  yet  due.  The  National  bank  is  fearful  that  A.  will  fail,  and  has 

asked  him  ( A.  ) to  secure  them  by  a mortgage  on  his  land.  This,  A.  declines 
to  do,  unless  the  National  bank  will  furnish  him  with  $ 1,800  more,  making  in 

all  $4,000.  The  National  bank  agrees  to  this  in  order  to  secure  the  $2,200 

pieviously  loaned. 

Now,  is  the  above  $4,000  mortgfage  good  to  the  National  bank?  And 
would  not  the  spirit  of  the  National  bank  act,  which  authorizes  real  estate 
security  to  secure  debts  previously  contracted  in  good  faith,  also  clothe  with 
power  to  procure  such  security? 

Reply. — A mortgage  taken  by  a National  bank  imder  the  circumstances 
indicated  above,  would  be  good  only  so  far  as  it  is  a security  for  the  old  debt. 
There  are  two  decisions  which  settle  that  such  a mortgage  is  invalid  as  to  the 
new  debt  That  by  Judge  Dillon,  of  the  U.  S.  Circuit  Court,  in  the  case  of 
Kansas  VaJUy  National  Bank  of  Topeka^  v.  Schuyler^  ( See  Banker’s  Maga- 
zine of  March,  1875, ) recent  case  in  the  Supreme  Court  of  Pennsyl- 

vania, Woods  vs.  Peoples  National  Bank  of  Pittsburgh^  ( See  number  for  Janu- 
ary, 1877.)  It  is  thus  plain  that  the  “spirit”  of  the  National  Bank  Act  cannot 
overrule  its  letter^  so  as  to  justify  in  the  eyes  of  the  law,  the  transaction  men- 
tioned by  our  correspondent  Common  sense  and  business  experience  might 
suggest  the  acceptance  of  such  a proposition,  as  the  best  thing  that  could  be 
done ; but  the  objection  arises  that,  if  once  authorized,  such  a precedent  would 
inevitably  open  the  door  to  evasions  and  collusions,  which  must  defeat  the 
efficacy  of  this  provision  of  the  Act,  as  one  of  the  safeguardsjof  the  National 
Banking  System. 

Suppose  A.  borrows  of  a National  bank  $ 1,000,  and  puts  down  as  collateral 
security  the  note  of  B.,  to  him  secured  by  mortgage  on  real  estate.  I wish  to 
ask  if  this  can  in  any  manner  be  regarded  as  taking  mortgage  security?  and 
second,  is  the  bank  strictly  within  the  law? 

Reply. — Such  collateral  security  would  be  valid  to^  a National  bank  if 
received  merely  as  a promissory  note,  without  any  regard  tojthe  mortgage. 
The  latter  would  of  course  be  useless  to  the  bank,  but  we  do  not  understand 
that  its  existence  would  vitiate  the  transaction. 
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II.  Alterations  in  Stolen  Bonds. 

City  of  B.  issued  her  $ i,ooo  bonds,  numbered  i to  50  inclusive.  Numbers 
15  and  16  were  stolen  from  one  of  our  citizens.  The  numbers  have  been 
altered  to  and  161.  These  stolen  bonds  are  now  held  by  a savings  or  trust 
institution,  m Boston,  who  purchased  them  of  a broker  in  State  street,  and  are 
innocent  owners.  the  alteration  of  numbers  in  any  way  affect  the  liability 

of  the  city  to  pay  said  bonds  and  coupons  ? 

Reply. — The  liability  of  the  dty  is  in  no  degree  affected  by  the  alteration 
mentioned.  The  bonds  had  been  regularly  issued,  and  the  dty  has  received  for 
them  their  full  value.  No  ofl^t  can  be  pleaded  in  the  case.  The  effect  of  the 
alteration  in  numbers  would  seem  to  be  only  to  lessen  any  difficulty  of  negotia' 
tion  by  the  thief.  If  the  loss  of  the  bonds  was  duly  advertised,  and  the  origi- 
nal numbers  stated,  the  innocency  of  a bona  fide  holder  for  value,  may  still  be 
proved.  If  proven,  we  should  consider  the  title  of  such  a holder  good  as  to 
both  bonds  and  coupons. 


III.  Missent  Collection  Paper. 

Bank  A.  encloses  by  mistake  to  bank  K a collection  intended  for  bank  C 

Should  bank  B.  forward  the  collection  to  bank  C.,  or  return  it  to  bank  A ? 
What  is  the  rule  or  custom? 

Reply. — There  is  no  established  rule  as  to  the  strict  duty  of  the  bank  which 
receives  by  mail  a collection  evidently  ihtended  for  another  bank.  Some  make 
it  a practice  to  return  to  the  sender,  but  in  most  cases  the  bank  receiving 
would  forward  the  paper  and  the  letter  enclosing  it,  to  the  proper  recipient. 
This  is  the  dictate  of  common  sense  and  common  courtesy,  and  if  the  paper 
for  collection  be  near  its  maturity,  or  payable  at  or  after  sights  it  should  be 
regarded  as  the  duty  of  Bank  B,  to  forward  it  to  Bank  C,  advising  Bank  A of 
the  act 


IV.  The  Protest  of  Sight  Drafts. 

A bank  holding  a demand  or  sight  draft  for  collection,  presents  it  for  pay- 
ment at  the  place  of  business  of  the  party  on  whom  it  is  drawn.  Said  party 
being  out  of  town,  shotdd  the  bank  holding  the  draft  protest  it  on  that  day, 
without  seeing  said  party,  or  should  they  hold  it  until  the  party  is  seen?  Are 
the  endorsers  holden  if  it  be  not  protested  on  the  day  it  was  presented  at  the 
place  of  business  of  said  party,  though  he  was  absent? 

Reply. — It  is  the  duty  of  the  bank  to  present  the  draft  at  the  place  of  busi> 
ness  of  the  drawer,  or  at  his  residence  if  he  have  no  place  of  business.  If 
payment  be  not  obtained,  written  notice  of  presentment  and  non-payment, 
should  be  sent  on  the  same  day  to  the  owner  of  the  paper.  Should  the  draft 
be  a fore^  bill  of  exchange,  protest  a notary  is  always  essential,  but  for 
an  inland  bill,  the  certificate  of  a notary  is  not  necessary  in  this  State  and 
' many  others.  It  is  desirable,  however,  as  proof  positive  of  proper  demand  and 
notice,  and  for  this  reason,  regular  protest  is  the  safe  rule  when  there  are 
drawers  or  endorsers  to  be  held. 
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PRESIDENTIAL  MESSAGE  ON  RESUMPTION. 

7h  ^ Senate  and  House  of  RepresentaHves  : 

By  tlie  act  of  Congress,  approved  Janua^  14,  1875,  provide  for  the 
resumptioA  of  specie  payment^*’  the  ist  of  January,  1879,  as  the  date 

when  such  resumption  is  to  begin.  It  may  not  be  desirable  to  fix  an  earlier 
date  when  it  shall  actually  become  obligatory  upon  the  Government  to  redeem 
its  outstanding  legal^tender  notes,  in  coin,  on  presentation,  but  it  is  certainly 
most  desirable,  and  wiU  prove  most  beneficial  to  every  pecuniary  interest  of  the 
country  to  hasten  the  day  when  the  paper  circulation  of  the  country  and  the 
gold  coin  shall  have  equal  values.  At  a later  day,  if  currency  and  coin  should 
retain  equal  values,  It  might  become  advisable  to  authorize  or  direct  resumption. 
1 believe  the  time  has  come  when  by  a simple  act  of  the  legis^tive  branch 
of  the  Government  this  laost  desirable  result  can  be  attained.  1 am  strengthened 
in  this  view  by  the  course  trade  has  taken  in  the  last  two  years,  and  by  the 
strength  of  the  credit  of  the  United  States  at  home  and  abroad  For  the  fiscal 
year  ending  June  30,  1876,  the  exports  of  the  United  States  exceeded  the 
imports  by  $120,213,102,  but  our  exports  include  $40,569,621  of  specie  and 
bullion,  in  excess  of  the  imports  of  the  same  commodities.  For  the  six  months 
of  the  present  fiscal  year,  from  Julv  i,  1876,  to  January  i,  1877,  excess  of 
exports  over  imports  amounted  to  $107,544,899,  and  the  imports  of  specie  and 
bullion  exceeded  the  exports  of  the  previous  metals,  by  $6,192,147,  in  the 
same  time.  The  actual  excess  of  exports  over  imports  for  the  six  months, 
exclusive  of  specie  and  bullion,  amounted  to  $ 113,737,040,  showing  for  the 
time  being  the  accumulation  of  spede  and  bullion  in  the  country,  amounting  to 
more  than  six  millions  of  dollars,  in  addition  to  the  National  prsduct  of  these 
metals  for  the  same  period  a to^  increase  of  gold  and  silver  for  the  six  months, 
not  far  short  of  sixty  millions  of  dollars.  It  is  evident  that  unless  this  great 
increase  of  the  precious  metals  can  be  utilized  at  home  in  such  a way  as  to 
make  it  in  some  manner  remunerative  to  holders,  it  must  seek  a foreign  market 
as  surely  as  would  any  other  product  of  the  soil  or  manufactory  Any  Imsla- 
tion  which  will  keep  coin  and  bullion  at  home,  will,  in  my  judgment,  soon  bring 
about  practical  resumption,  and  will  add  the  coin  of  the  country  to  the  circulat- 
ing medium,  thus  securing  a healthy  ** inflation*’  of  a sound  currency,  to  the 
great  advantage  of  every  legitimate  business  interest  The  act  to  provide  for 
the  resumption  of  specie  payments,  authorized  the  Secretary  of  the  Treasury  to 
issue  bonds  of  either  of  the  descriptions  named  in  the  act  of  Congress,  approved 
TUly  4,  1870,  entitled,  **  An  act  to  authorize  the  refunding  of  the  National  debt,” 
lor  not  less  than  par  in  gold.  With  the  present  value  of  the  four  and  a h^f 
per  cent,  bonds  in  the  markets  of  the  world,  they  could  be  exchanged  at  par 
for  gold,  thus  strengthening  the  Treasury  to  meet  final  resumption,  and  to  keep 
the  excess  of  coin  over  the  demand  penmng  its  permanent  use  as  a circulating 
medium  at  home.  All  that  would  further  be  required  would  be  to  reduce  the 
volume  of  legal-tender  notes  in ' draiUtkm.  To  accomplish  this,  I would  suggest 
an  act  authorizing  the  Secretary  of  the  Treasury  to  issue  four  per  cent,  bonds 
with  forty  years  to  run  before  maturity,  to  be  exchanged  for  le^-tender  notes 
whenever  presented,  in  sums  of  $ 50,  or  any  multiple  thereof,  the  whole  amount 
of  such  bonds,  however,  not  to  exceed  $ 1^0,000^000.  To  increase  the  home 
demand  for  such  bonds,  I would  recommendf  that  they  be  available  for  deposit 
in  the  United  States  Treasury,  for  banking  purposes,  under  the  various  provisions 
of  the  law  relating  to  National  Banks.  I would  suggest  further,  that  National 
banks  be  required  to  retain  a certain  per  cent  of  the  coin  interest  received  by 
them  from  the  bonds  deposited  with  the  Treasury  to  secure  their  circulation. 
I would  also  recommend  the  repeal  of  the  third  section  of  the  joint  resolution 
for  the  issue  of  silver  coin,  approved  July  22,  1876,  limiting  the  subsidiary  coin 
and  fractional  currency  to  $ 50,000,00a 

I am  satisfied  that  if  Congress  will  enact  some  such  law  as  will  accomplish 
the  end  suggested,  they  will  give  a relief  to  the  country,  instant  in  its  effect,  and 
for  which  they  will  receive  the  gratitude  of  the  whole  people. 

Executive  Mansion,  February  3,  1877.  U.  S.  Grant. 
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The  Second  Edition  of  the  Banker’s  Almanac  and  Register  for  1877 
will  be  issued  in  a few  weeks.  Notice  of  changes  of  bank  officers  or  other 
information  for  its  lists  should  be  sent  to  this  office  at  once.  Orders  for  the 
Cards  of  banks  and  bankers  will  be  received  until  March  15th. 

The  New  Resumption  Bill.— The  following  is  the  full  text  of  the  bill  to 
aid  in  the  resumption  of  specie  payments  reported  to  the  U.  S.  Senate  on 
February  21st,  by  Senator  Sherman  from  the  Committee  on  Finance,  and  placed 
on  the  calender  for  consideration : 

Be  it  enacted^  <5r*r.,  That  the  Secretary  of  the  Treasury  be  and  he  is 
hereby  authorized  to  issue,  in  a sum  or  sums  not  exceeding  in  the  aggre- 
gate $100,000,000,  in  redemption  of  an  equal  amoimt  of  United  States  notes 
under  the  authority  of  the  acts  of  Feb.  25,  1862,  July  11,  1862,  and  March 
30,  1863,  coupon  or  registered  bonds  of  the  same  description  and  character 
as  those  authorized  by  the  acts  of  July  14,  1870,  and  Jan.  20,  1871, 
redeemable  in  coin  of  the  present  standard  value  at  the  pleasure  of  the 
United  States  after  thirty  years  from  the  date  of  their  issue,  and  b^iring 
interest  payable  quarterly  in  such  coin  at  the  rate  of  four  per  cent,  per 
annum ; such  bonds  shall  be  in  addition  to  the  loan  authorized  by  the  acts 
of  July  14,  1870,  and  Jan.  20,  1871. 

Section  2.  That  during  any  one  year  there  shall  not  be  issued  of  said 
bonds  or  redeemed  of  said  notes  more  than  $25,000,000,  nor  more  than 
$4,000,000  during  any  one  month,  and  when  said  Treasury  notes  shall  have 
been  so  redeemed  they  shall  not  again  be  reissued,  but  shall  be  canceled 
and  destroyed.  No  commission  in  any  form  shall  be  paid  for  the  exchange 
of  the  bonds  issued  under  the  provisions  of  this  act. 

Section  3.  That  the  Secretary  of  the  Treasury  be  hereby  authorized  to 
issue  in  exchange  for  le^-tender  notes  of  the  United  States  silver  coin  to 
an  amount  which,  includmg  the  amount  heretofore  authorized  to  be  issued 
by  the  act  of  April  17,  1876,  Chap.  63,  and  by  the  joint  resolution  of  July 
22,  1876,  Na  17,  shall  not  exceed  $80,000,000,  and  the  legal-tender  notes 
so  received  shall  be  canceled,  and  be  held  to  be  a part  of  the  sinking  fund 
provided  by  existing  law,  the  interest  to  be  computed  thereon  as  in  the  case 
of  bonds  redeemed. 

Section  4-  That  the  necessary  expenses  of  engraving,  printing,  preparing 
and  issuing  the  bonds,  and  of  r^eeming  and  canceling  United  States  notes 
as  provid^  in  this  act,  shall  be  paid  out  of  any  money  in  the  treasury  not 
otherwise  appropriated ; but  the  whole  amount  thereof  shall  not  exceed  one- 
quarter  of  one  per  centum  of  the  amount  of  bonds  issued. 

Calls  For  Five-Twenty  Bonds  — On  February  12th  the  Treasury  Depart- 
ment issued  the  39th  call  for  the  redemption  of  5.20  bonds  of  1865,  May  and 
November.  The  call  is  for  $10,000,000.  of  which  $7,000,000  are  coupon  and 
$3,000,000  registered  bonds.  The  principal  and  interest  will  be  paid  at  the 
Treasury  on  and  after  May  12th,  and  the  interest  will  cease  on  that  day.  Fol- 
1 )wing  are  descriptions  of  the  bonds,  all  numbers  inclusive : 

Coupon  Bonds — $500,  Nos.  31,501  to  35,800;  $1,000.  Nos.  70,551  to 
79,000. 

Registered  Bonds — $50,  Nos.  401  to  450;  $100,  Nos.  5,301  to  5,950; 
$5co,  Nos.  3,601  to  3,800;  $ i,oco,  Nos.  13,351  to  14,300;  $5,000,  Nos. 
5,101  to  5,350;  $io,occ,  Nos.  9,301  to  9,750. 
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Mr.  Charles  Sedgwick  Hunt,  financial  editor  of  the  New  York  Tribune^ 
whose  death  occurred  a few  weeks  since,  was  an  earnest  and  diligent  student 
of  monetary  science,  and  a writer  of  marked  and  growing  ability.  His  untimely 
decease  is  the  more  to  be  regretted  since  it  has  prevented  the  completion  of  a 
work  upon  the  preparation  of  which  he  had  entered  when  attacked  by  illness. 

Mr.  Hunt  had  carefully  selected  and  gathered  a library  of  works  upon  finance 
and  political  economy  which  is  one  of  the  most  complete  and  valuable  in  the 
Unit^  States.  This  library  is  now  offered  for  sale  by  his  widow,  and  presents 
a rare  opportunity  to  any  one  seeking  such  a collection. 

Colorado. — The  Colorado  Mining  Review  places  the  bullion  yield  of  the 
State  for  1876,  at  $6,625,000,  and  says: 

**The  year  just  ended  may  be  claimed  as  a satisfactory  one  for  our  State. 
Last  year,  for  the  first  time  in  the  history  of  Colorado,  the  silver  production 
exceeded  that  of  the  gold.  This  year,  owing  to  the  disturbance  of  the  silver 
market,  and  the  conseqent  interruption  ( temporary^  of  mining  operations  at 
Georgetown,  Caribou,  Mt  Lincoln,  and  Rosit^  gold  has  once  more  regained 
the  lead,  and  will  probably  hold  it  for  another  year  at  least,  by  reason  of  the 
unusual  progress  of  mining  in  Gilpin  county,  and  the  remarkable  persistence  and 
worth  of  the  more  developed  mines  of  the  tellurium  belt 

Connecticut. — The  examination  by  Bank  Examiner  Mygott  into  the  affairs 
of  the  Farmers  & Mechanics’  National  Bank  of  Hartford,  led  to  the  arrest,  on 
February  loth,  of  the  president,  John  C.  Tracy,  and  the  cashier,  J.  L.  Chap- 
man. The  charge  against  the  former  is  the  falsif^g  accounts  so  as  to  cover  up 
large  deficiencies  from  overdrafts  and  poor  loans  made  without  the  knowledge  of 
the  directors ; and  against  the  cashier  for  embezzlement  of  $ 7,500.  Both  were 
brought  before  the  Commissioner  and  gave  bonds  for  their  appearance  before 
the  United  States  Court.  The  total  loss  by  the  bank  from  the  overdrafts  and 
loans  in  question  is  thought  to  be  about  $ 500,00a  The  bank  has  a surplus  of 
$300,000,  and  undivided  profits  of  $90,000.  The  loss  will  therefore  wipe  out 
the  surplus,  and  somewhat  impair  the  capital  of  $ 1,105,00a  The  president 
and  cashier  have  borne  excellent  characters.  It  does  not  appear  that  either 
Mr.  Tracy  or  Mr.  Chapman  had  personally  profited  by  the  loans.  The  defi- 
ciency has  been  very  adroitly  concealed  from  the  B^k  Examiner  and  the 
directors. 

The  bank  is  able  to  meet  all  its  liabilities,  and  continues  its  business  under 
the  charge  of  Mr.  Henry  Keney  the  leading  stockholder,  who  is  a director 
and  has  been  vice-president. 

Indiana. — The  First  National  Bank  of  Franklin  has  been  compelled  to 
suspend  by  the  defalcation  of  its  cashier,  Richard  T.  Taylor,  which  was  dis- 
covered on  February  6th.  Taylor  fled  from  the  place  leaving  a letter  addressed 
to  the  president  of  the  bank  in  which  he  acknowledged  his  guilt,  stating  that 
speculation  had  led  him  into  it  Taylor  returned  and  was  found,  on  the  9th, 
in  an  unconscious  and  semi-insane  condition.  The  loss  of  the  bank  is  sup- 
posed to  be  near  $ ioo,ocx).  Its  capital  and  surplus  were  $ 167,000. 

Massachusetts. — The  stockholders  of  the  Eleventh  Ward  National  Bank 
have  voted  to  reduce  the  capital  from  $300,000  to  $200,000,  and  to  assess 
each  share  25  per  cent  in  order  to  make  go^  the  funds  of  the  bank.  It  is 
thought  that  the  Comptroller  will  permit  this,  and  that  the  bank  will  go  on  with 
no  losses  to  the  depositors.  There  will  be  a considerable  change  in  the  man- 
agement. The  condition  of  the  bank  is  as  follows:  The  ba^  holds  notes 
for  $235,904,  some  of  which  were  overdue,  although  none  had  been  protested. 
There  is  $ 42,000  in  cash  and  real  estate  to  be  added  and  $ 18,400  in 
Houston  City  (Texas)  six-per-cent,  bonds,  par  value,  $36,000,  which  had  cost 
the  bank  $18,000,  and  could  be  sold  for  about  60  cents  on  the  dollar.  Total 
assets,  $296,000,  less  $90,000  allowance  for  doubtful  paper,  and  $ 46,500 
amount  of  deposits,  leaving  $ 159,500  as  net  assets;  $ 100,000  was  deposited  in 
Washington  to  secure  $ 90,000  circulation. — Boston  Commercial  Bulletin. 

Missouri. — The  Mercantile  Bank  of  St.  Louis  has  withdrawn  from  business 
and  gone  into  liquidation,  in  consequence  of  the  unprofitable  state  of  business. 
The  Dank  pays  all  liabilities  on  demand,  and  is  expected  to  return  to  its  stock- 
holders seventy-five  per  cent,  of  their  capital,  $400,000. 
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New  York. — A bill  was  presented  in  the  Senate,  on  February  ist,  by 
Mr.  Loomis,  entitled  “An  act  to  restrain  brokers  and  individual  bankers 
from  imposing  upon  the  public,  and  to  protect  the  public  from  unauthorized 
banking.  ’ It  provides  that  it  shall  be  unlawful  for  any  person,  partnership, 
or  association  doing  business  as  brokers  or  private  bankers  within  this  State, 
not  organized  as  a bank  under  the  laws  of  the  United  States  or  under  the 
State  kws,  * to  place  over  their  place  of  business,  or  to  inscribe  upon  any 
book,  check,  draft,  certificate  of  deposit,  or  other  p>aper,  the  name  of  any 
county,  city,  village,  town,  hill,  valley,  lake,  or  any  other  device  by  which 
the  public  may  led  to  infer  that  the  banking  business  of  such  a person 
or  partnership  is  being  conducted  by  a person  or  persons  duly  authorized  to 
act  as  bankers  under  the  laws  referred  to  above. 

Pennsylvania. — Several  failures  of  banks  have  occurred  during  February. 
The  Mountain  City  Bank  of  Pottsville,  Pa.  suspended  payment  on  the 

morning  of  February  loth.  The  directors  state  the  assets  at  $ 190,000,  not 

including  guarantee  bonds  for  $40,000  of  unpaid  capital  pledged  for  the  pay- 
ment of  depositors.  Among  the  assets  are  $98,800  of  bills  discounted, 
selected  as  good  out  of  a total  of  $ 120,395.  The  liabilities  are  set  down  at 
$ 164,400,  only  $ 82,000  of  which  is  due  depositors,  against  $ 205,000  six 
months  ago.  The  directors  express  confidence  in  their  ability  to  pay  deposi- 
tors in  full.  The  princip>al  officers  are  H.  C.  Russell,  president;  Jotm  Daw- 
son, vice-president ; C.  H.  Dengler,  secretary  and  cashier. 

The  Miners’  Trust  and  Safe  Deposit  Bank  at  Shamokin  was  closed  on 

the  morning  of  the  i6th.  The  following  notice  was  posted  on  the  door, 

“ Owing  to  our  inability  to  realize  money  on  notes  held  as  bills  discounted, 
we  are  compelled  to  close  this  bank  and  suspend  business.” 

It  was  stated  Iw  the  cashier,  Mr.  A.  G.  Marr,  that  the  deposits 
amount  to  nearly  $ 100,000,  and  that  the  institution  would  p>ay  dollar  for 
dollar,  as  the  assets  more  than  cover  everything. 

The  excitement  at  Shamokin,  caused  by  the  stoppage  of  the  Miners'  Trust 
& Safe  Deposit  Company,  was  intensified  the  next  morning  by  the  suspension 
of  the  Northumberland  County  National  Bank 

This  suspension  is  attributed  to  action  taken  by  the  Comptroller  of  the  Cur- 
rency to  close  it  up,  though  it  is  asserted  by  the  bank  officers  that  it  was 
brought  on  by  a run  cau^  by  the  suspension  of  the  Miners’  Trust  & Safe 
Deposit  Bank  on  the  previous  day.  The  capital  was  $67,000,  and  deposits 
over  $ 200,00a 

The  Philadelphia  Ledger  gives  some  particulars  concerning  recent  mail  rob- 
beries, and  the  payment  of  a number  of  stolen  checks,  with  foiged  indorse- 
ments. Among  others  were  the  following:  On  the  same  day,  (December  30,) 
that  the  Union  National  Bank  was  caught,  the  officers  of  the  Commercial 
National  Bank  sent  for  Mr.  Charles  B.  !&irrett,  special  agent  of  the  Post  Office 
Department,  and  informed  him  that  they  had  paid  a check  for  $2,000,  drawm 
by  Neilson  Brothers  & Co.,  of  this  city,  to  the  order  of  John  Tully,  of  Boston, 
and  purporting  to  be  indor^  by  him,  and  by  an  interm^iate  indorser,  Robert 
Lewis,  and  idso  bearing  the  guaranteeing  indorsement  of  the  drawers,  all  of 
which  were  forgeries.  When  the  check  was  presented,  the  teller  questioned 
the  person  presenting  it,  and  he  stated  that  his  name  was  Robert  Lewis,  the 
intermediate  indorser.  The  teller  submitted  the  check  to  another  of  the  bank 
employes,  and  they  both  agreed  as  to  the  genuineness  of  the  indorsements,  and 
the  teller  asked  the  man  how  he  wanted  the  money.  The  man  replied,  “In 
large  notes,”  and  it  was  paid  in  $ 50  and  $ 100  notes.  The  man  remained 
perfectly  cool  and  collected  during  the  scrutiny  of  the  check,  and  after  he 
received  the  money,  he  stood  deliterately  at  the  counter  and  counted  it  slowly 
before  puttii^  it  in  his  wallet.  The  teller  was  able  to  give  such  a minute 
description  of  him,  that  it  was  at  once  recognized  by  Pinkerton’s  detectives  as 
that  of  one  of  the  most  skillful  and  accomplished  bank  thieves  known  to  the 
police  of  this  country.  He  has  not  yet  been  arrested. 

Washington  City. — The  Police  Court  has  imposed  a fine  of  $ 105,  on  Mr. 
I.  A.  J.  Creswell  representing  the  Citizens’  National  Bank,  on  the  ground  of 
keeping  an  unlicensed  bank.  The  bank  has  appealed,  contending  that  a 
National  bank  is  not  subject  to  local  license  tax. 
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Taxation  of  National  Banks.— In  the  case  of  the  First  National  Bank  of 
Cambridge  against  Tames  H.  Hutton,  Treasurer  of  Guernsey  County,  Ohio, 
the  U.  S.  Circuit  Court  decides  that  bank  stock  must  be  taxed  at  its  actual 
and  not  at  its  par  value ; but  in  making  up  an  estimate  of  value,  the 
judges  hold  the  premium  on  the  bonds  deposited  by  the  bank  with  the  U, 
S.  Treasurer  to  secure  circulation  is  not  to  be  counted  as  assets,  because 
not  available  to  the  bank. 

Usury  Laws. — On  January  24th,  a petition  was  presented  in  the  Assem- 
bly of  New  York,  by  the  Hon.  Elliot  C.  Cowdin,  in  favor  of  the  repeal  of  all 
State  laws  on  the  subject  of  usury,  substituting  therefor  a brief  and  clear  statute 
prohibiting  the  taking  of  more  than  7 per  cent  interest,  and  providing  for  the 
recovery  of  the  excess  within  two  years.  We  subjoin  the  petition,  which  has 
been  signed  by  700  business  me^  of  New-York,  representing  bankers,  manu- 
facturers, and  mercantile  Arms,  with  a capital  of  not  less  than  $ 5cx>,ooo,ocx). 

New  York,  August,  1876. 

To  the  Honorable  the  Senate  and  the  Assembly  of  the  State  of  New  York : 

The  undersigned  respectfully  petition  your  honorable  bodies  to  enact  a law 
repealing  all  laws  on  the  subject  of  usury,  and  to  substitute  therefor  the  fol- 
lowng  provisions,  to  constitute  Title  III,  Chapter  IV,  Part  II  of  the  Re- 
vised Statutes  of  the  State  of  New  York. 

Section  i.  The  rate  of  interest  upon  the  loan  or  forbearance  of  any  money 
goods,  or  things  in  action,  shall  continue  to  be  $ 7 upon  $ 100  for  one  year* 
and  after  that  rate  for  a greater  or  less  sum,  or  for  a longer  or  shorter  time. 

Sec  2.  No  person  or  corporation  shall,  directly  or  indirectly,  take  or  receive 
money,  goods  or  things  in  action,  or  in  any  other  way,  any  neater  sum  or 
greater  value,  for  the  loan  or  forbearance  of  any  money,  go<^s  or  things  in  action, 
than  is  above  prescribed.  Whenever  any  greater  sum  or  value  than  is  above  pre- 
scribed shall  be  taken  or  received,  the  excess  over  said  $ 7 upon  $ 100  allowed 
as  above  provided  may  be  recovered  from  the  person  or  corporation  so  taking 
or  receiving  the  same,  provided  that  such  action  is  commenced  within  two 
years  from  the  time  the  excess  in  said  transaction  occurred. 

Sec.  3.  All  other  laws  on  the  subject  of  usury  or  regulating  the  interest 
of  money,  except  those  laws  which  allow  interest  to  be  taken  in  advance,  and 
allow  exchange  on  drafts  and  checks,  are  hereby  repealed. 

In  Pennsylvania  the  Senate  has  requested  the  Secretary  of  State  to  rep>ort  to 
it  as  a preliminary  to  legislation  on  the  subject  of  usury,  what  special  privileges 
are  now  posessed,  under  charter,  by  savings  banks  and  other  institutions,  the 
resolution  reciting  that  said  special  privileges  extend  from  10  per  cent  up  to 
that  of  the  extraordinary  one  of  *'any  rate  of  interest  agreed  upon  between 
the  par  ties J*' 

In  North  Carolina  a decision  of  the  Supreme  Court  being  that  the  forfeit- 
ures imposed  by  the  Usury  law  of  that  State  could  not  be  enforced  against 
National  banks,  the  Legislature  has  enacted  a new  law  forfeiting  only  the 
entire  interest,  or,  in  case  it  has  been  paid,  authorizing  the  recovery  back 
of  twice  the  amount.  The  rate  remains  at  6 per  cent,  or  8 per  cent, 
upon  special  contract  therefor. 

Irreverence  of  Stock-Brokers. — ^Justice  Duffy  having  occasion,  on  Feb- 
ruary 7th,  to  summon  a stock-broker  to  the  Tombs  Police  Court,  sent  Officer 
George  R.  Braisted  to  serve  the  subpoena.  The  officer  was  allowed  to  pass 
into  the  Long  Room,  but  the  moment  he  had  entered  he  was  seized  by  eight 
or  ten  of  the  inmates  and  hazed  unmercifully.  He  was  knocked  down,  rolled 
in  the  dirt,  and  at  length  ejected  from  the  room  in  a truly  pitiable  condition. 
The  officer  reported  his  reception  by  the  stock-brokers,  and  tne  justice  at  once 
granted  a warrant  for  the  arrest  of  the  offenders  and  sent  the  same  officer 
to  execute  it.  He  could  identify  only  one  of  his  assailants,  whose  name  was 
Edward  Homsbartel,  and  prudently  served  the  warrant  upon  him  by  a mes- 
senger. At  the  Tombs  Mr.  Homsbartel  swore  that  he  took  no  part  in  the 
assault  upon  the  officer  and  was  discharged. — N.  Y,  Tribune^  Feb.  8. 
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Forgery  and  Defalcation. — On  January  25th,  Nathan  L.  Lenheim, 
cashier  of  the  First  National  Bank  of  Montrose,  Penn.,  called  at  the  Importers 
and  Traders*  National  Bank,  of  this  city,  and  offered  for  discount  a note  of 
$ 10,000.  He  was  requested  to  call  the  next  day.  Although  personally  known 
to  the  cashier,  Mr  Perkins,  the  suspicions  of  the  latter  were  aroused  by  some 
peculiarity  in  the  signature,  and  upon  inquiry,  he  discovered  that  the  name  of 
the  maker  was  forged.  Upon  his  return  the  next  day,  Lenheim  was  arrested. 

This  event  was  utterly  unexpected  and  startled  the  people  of  Montrose,  where 
the  culprit,  who  was  but  twenty-five  years  of  age,  moved  in  the  best  society, 
and  was  highly  esteemed.  Investigation  into  the  affairs  of  the  bank  was  made 
at  once,  and  revealed  the  heavy  defalcation  of  $90,000.  This  sum  will,  how- 
ever, be  largely  reduced  by  the  bond  of  the  defaulting  cashier,  leaving  a loss  of 
probably  $ 25,000.  Its  affairs  are  believed  to  be  otherwise  in  sound  condition. 

Other  forgeries  by  Lenheim  have  been  discovered,  one  being  a note  for 
$8,500,  held  by  one  of  the  New  York  city  banks. 

New  Bank  Building — Safety  Vaults. — The  Union  Dime  Savings  Bank, 
of  this  city,  has  moved  into  its  new  building — a beautiful  marble  structure 
facing  the  junction  of  Broadway  and  Sixth  Avenue.  The  banking  room  is  one 
of  the  finest  in  the  country.  It  is  finished  in  variegated  marbles,  even  to  the 
wainscoting,  and  the  jambs  of  the  windows  and  doors.  In  this  room  is  an 
immense  safe,  weighing  upwards  of  fifty  tons,  which  is  entered  by  massive 
double  doors.  Within  this  vault  is  a smaller  sj[fe  which  contains  the  securities 
of  the  bank. 

This  vault  work  is  of  Herring  & Go’s,  manufacture.  Their  safes  are  con- 
structed of  Franklinite,  in  addition  to  steel  and  iron  welded.  The  Franklinite, 
it  is  said,  affords  protection  against  drilling  and  cutting  tools,  for  the  reason 
that  it  is  harder  than  tempered  steel,  and  cannot  be  softened  by  heat.  The 
hardest  steel  will  yield  to  heat  which  may  be  applied  to  a safe  by  the  com- 
pound blow-pipe.  The  new  safes  of  the  Mercantile  and  the  Merchants’  Exchange 
National  Banks,  of  New  York,  are  also  constructed  in  this  maimer.  Another 
one  of  our  large  city  banks — the  Metropolitan  National,  will  have  a most 
secure  depository,  when  their  new  vault  is  completed.  It  is  to  be  four  inches 
thick,  and  will  have  two  doors,  the  outer  one  three  inches,  and  the  inner  one 
two  and  a half  inches  thick. 

Canada. — An  informal  meeting  of  the  principal  shareholders  of  the  Mer- 
chant’s Bank  of  Canada,  called  at  the  request  of  the  directors,  was  held  on 
February  19th,  for  the  purpose  of  discussing  reports  circulated  respecting  the 
concern  and  efforts  made  to  depreciate  its  stock.  Several  of  the  shareholders 
were  invited  by  the  board,  and  others  attended  voluntarily.  The  President  and 
general  manager,  having  answered  several  inquiries  concerning  the  condition  of 
the  bank  and  given  full  explanations,  a resolution  expressing  satisfaction  udth 
their  statements,  and  recommending  the  shareholders  not  to  permit  the  tempo- 
rary depreciation  of  stock  to  lead  them  into  sacrificing  their  interest  in  the 
bank,  was  moved  and  passed.  The  statement  submitted  showed  that  a total 
loss  of  $710,000  might  be  expected.  Of  this  sum  $400,000  resulted  from 
business  losses;  $ 100,000  was  required  for  contingent  losses,  and  $210^000 
represented  Milwaukee  Railroad  bonds,  which  it  was  proposed  to  “wipe  out” 
The  rest  and  contingent  fund  at  the  last  annual  meeting  was  $ i,  ioS,ooo ; 
deducting  the  loss  of  $ 710,000,  there  would,  according  to  the  statement 
submitted,  be  a surplus  of  nearly  $400,000  over  and  above  the  capital. 

Sir  Hugh  Allan  has  resigned  the  presidency  of  the  Merchants’  Bank  and 
the  Hon.  John  Hamilton  has  been  appointed  to  the  position.  Mr.  Jackson 
Rae,  general  manager,  has  also  resigned. 


Nota  Bene. — The  sentence  which  closes  the  article  on  page  684,  in  regard 
to  3-65  bonds,  should  appear  as  the  words  of  the  Solicitor  of  the  Treasury,  and 
not  as  an  opinion  of  this  Magazine. 
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THEiREDEMPTION  OF  NATIONAL  BANK  NOTES. 

A NEW  SERIES  OF  REGULATIONS, 

The  United  States  Treasurer  has  issued  regulations  in  lieu  of  all  others  gov- 
erning the  redemption  of  National  bank  notes  which  provide  as  follows: 

“Every  newly-organized  National  bank,  with  the  exception  of  National  gold 
banks,  is  required  immediately  on  the  receipt  of  its  circulation  from  the  Comp- 
troller of  the  Currency  to  deposit  in  the  Treasury  of  the  United  States  a sum 
equal  to  five  per  centum  thereof  in  lawful  money  of  the  United  States.  The 
notes  of  National  banks  other  than  gold  banks  may  be  forwarded  to  the  Treas- 
urer of  the  United  States  and  Redemption  Agent  for  redemption  under  the 
contract  with  Adams*  Express  Company  in  sums  of  $ i,oc»  or  any  multiple- 
thereof  by  any  company,  firm,  bank,  or  corporation  situated  within  the  territory 
covered  by  the  contract. 

“The  law  officers  of  the  department  having  decided  that  National  bank  notes 
stolen  when  unsigned  and  put  in  circulation  with  forged  signatures  are  not 
obligatory  promissory  notes  of  the  bank  under  section  5,182  of  the  Revised 
Statutes,  such  notes  are  not  redeemed  by  the  agency. 

“Immediately  on  receipt  of  the  Treasurer*s  notification  advising  them  of  the 
redemption  of  their  notes  National  banks  are  required  to  remit  the  whole 
amount  due. 

“The  express  charges  on  National  bank  notes  received  for  redemption,  or 
credit  on  United  States  currency  returned  for  National  bank  notes  r^eemed,. 
and  on  assorted  National  bank  notes  fit  for  circulation,  forwarded  to  the  banks 
of  issue,  are  advanced  by  the  agency,  and  afterward  assessed  upon  the  several 
National  banks  in  proportion  to  the  amount  of  their  circulation  redeemed.  No 
new  currency  is  ordered  to  be  printed  except  on  requisitions  from  the  banks 
specifying  the  amounts  and  denominations  desired.  Banks  usually  order  supplies 
in  advance  from  which  the  Comptroller  remits  from  time  to  time  new  notes  of 
their  issue,  in  return  for  their  notes  unfit  for  circulation  destroyed. 

“Under  section  3 of  the  Redemption  act  the  expenses  incurred  by  the  agency 
for  ‘the  charges  for  transportation  and  the  costs  for  assorting  the  redeemed 
notes  of  National  banks,*  are  assessed  upon  the  several  banks  in  proportion  to> 
their  circulation  redeemed,  and  are  chaiged  to  them  in  their  five  per  centum 
accounts.** 


The  following  is  the  statement  of  the  Controller  of  the  Currency  showing 
the  issue  and  retirement  of  National  bank  notes  and  legal-tender  notes  under 
the  Acts  of  June  20th,  1874,  and  January  14th,  1875,  lo  February  i,  1877  • 
National  bank  notes  outstanding  when  the  Act  of  June  20th,  1874,  was 
^^ssed,  $349,874,182;  issued  from  June  20,  1874,  to  January  14,  1875,. 
$4,734,500;  redeemed  and  retired  litween  the  same  dates,  $2,767,232; 
increase  from  June  20,  1874,  to  January  14,  1875,  $*>967,268;  outstanding 
January  14,  1875,  $35*>^*>450;  redeemed  and  retired  from  January  14,  1875, 
to  date,  $ 46,836,301 ; surrendered  between  the  same  dates,  $ 7,361,456 ; 
total  redeemed  and  surrendered,  $54,197,757;  issued  between  the  same  dates, 
$21,268,985  ; decrease  from  January  14,  1875, February  i,  1877,  $ 32,928,772. 
National  bank  notes  outstanding  at  date,  $ 318,932,678.  Greenbacks  on 
deposit  in  the  Treasury  June  20,  1874,  to  retire  notes  of  insolvent  and  liqui- 
dating banks,  $ 3,813,675  ; greenbacks  deposited  from  June  20,  1874,  to  date 
to  retire  national  bank  notes,  $63948,604;  total  deposits,  $67,762,279;  cir- 
culation redeemed  by  the  Treasurer  between  the  same  dates  without  reissue, 
$49,603,533  ; greenbacks  on  deposit  at  date,  $ 18,158,746;  greenbacks  retired 
under  the  Act  of  January  14,  1875,  $17,015,188;  greenbacks  outstanding 
February  1,  1877,  $324,9^812. 
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CHANGE  SOF  PRESIDENT  AND  CASHIER 

( Monthly  List;  continued  from  February  No,^  page  649.^ 

February,  1877. 

Name  0/  Bank.  ■ Elected,  In  ylace  0/ 

N.  Y.  City.  Bank  for  Savings G.  Cabot  Ward,  Sec,.,  O.  D.  Ward. 

“ Greenwich  Sav.  Bank..  Edward  N.  Pigot,  Pr,  W.  R.  Vermilye.* 

“ Manhattan  Sav.  Inst....  E.  J.  Brown,  Pr, 

“ North  River  Sav.  Bank.  W.  B.  Stafford,  Pr J.  Hooper. 

“ “ “ “ Henry  V.  Parsell,  Sec,  

Ala.  . . First  National  Bank,  ( A.  B.  Peck,  Pr G.  B.  Holmes, 

Montgomery  { Robt.Goldthwaite,  Cj  A B.  Peck. 

^Cal.  ...  Dime  Sav.B.,  San  Francisco.  F.  A.  Rutherford,  Pr,  R.  T.  Carroll. 

“ ...  Stockton  Sav.  & Loan  Asso.  L.  U.  Shippee,  Pr,,.,  J.  M.  Kelsey. 

Col.  ...  City  National  Bank,  Denver.  J.  S.  Brown,  Pr. H.  Crow. 

Conn..  Farmers  & Mechanics*  > d J.  C.  Tracy, 

Nat’l  Bank,  Hartfordf  Henry  Keney,  Ma.  Pr.  j ^ chairman,  Cos. 

“ ...  First  Nat.  Bank,  Hartford..  E.  H.  Crosby,  Pr.  pro  tern,  E.  D.  Tiffany. 

“ ...  Yale  Nat.Bank,  New  Haven.  Charles  L. English, Pr.  J.  A Bishop. 

D.  C...  Second  Nat. B., Washington.  Matthew G. Emery, Pr.  J.  C.  McKelden. 

Ga First  Nat.  Bank,  Americus.  A C.  Bell,  Pr R.  T.  Byrd. 

III.  ...  Hide  & Leather  B.,  Chicago.  Charles  F.  Grey,  Pr.*  W.  V.  Kay. 

...  Alton  National  Bank,  Alton  S.  Wade,  Pr E.  Marsh.* 

...  The  Decatur  National  Bank.  G.W. Bright,  ,<4 f/.  Cos 

“ ...  Exchange  Bank,  Dwight. ...  Jos.  W.  Watkins,  Cos,  AJaf  James  W.  W. 

“ ...  First  National  Bank,  Lanark.  John  Wolf,  Pr O.  P.  Miles. 

“ ...  First  N.  Bank,  Mommouth.  D.  Rankin,  Pr. W.  Laferty. 

“ ...  First  Nat.  Bank,  Rochelle..  A.  Bain,  Pr R.  Paddock. 

“ ...  National  Bank  of  Vandalia.  S.  Perkins,  Pr N.  M.  McCurdy. 

Ind First  National  Bank,  Attica.  Marshall  Nixon,  Pr...  P.  S.  Veeder. 

“ ...  First  National  B*k,  Auburn.  J.  H.  Ford,  Pr J.  R.  Lanning. 

“ ...  First  N.  B., Cambridge  City.  Abiram  Boyd,  Pr H.  H.  Elwell. 

*'  ...  First  Nat.  Bank,  Lebanon..  Samuel  S.  Daily,  Pr,.  A O.  Miller, 

“ ...  First  Nat.  Bank,  Liberty,...  W.  W.  Sullivan,  Pr...  L Corrington. 

“ ...  First  Nat  Bank,  Sullivan...  Murray  Briggs,  Pr.....  T.  K.  Sherman. 

“ ...  Terre  Haute  Savings  Bank..  Lucius  Ryce,  Pr. 

Iowa..  First  National  Bank,  J S.  S.  Sweet,  Pr. J.  A Durand. 

Belle  Plaine  ( L.  T.  Sweet,  Cos S.  S.  Sweet 

“ ...  Brighton  National  Bank Wm.  H.  Lloyd,  Cos..].  W.  Prizer. 

“ ...  First  Nat.  B.,  Washington.^  Norman  Everson,  Pr,  J.  Keck. 

Ky City  National  Bank,  f S.  B.  Hughes,  Pr R.  S.  Ratcliffe, 

Paducah  ^ Elbridge  Palmer,  Cos,  S.  B.  Hughes. 

“ ...  Citizens*  N.  B.,  Winchester.  W.  Miller,  Pr. J.  R.  WomaU. 

Me..  ...  Georges  N.  B.,  Thomaston  Samuel  Watts,  Pr E.  0*Brien. 

**  ...  First  Nat  Bank,  Baltimore*  E.  J.  Penniman,  Ctis, 

Md.  ...  Farmers*  N.  B’k,  Annapolis  Alexander  Randall,  Pr.  G.  Wells. 

Mass...  First  Nat  Bank,  Attelboro  J.  M.  Bates,  Pr. W.  Blackinton. 

“ ...  Cape  Cod  N,  B.,  Harwich..  Joseph  K.  Baker,  Pr.  P,  S.  Crowell. 

“ ...  Southbridge  National  Bank.  Jacob  Edwards,  Pr....  S.  M.  Lane. 

“ ...  Crocker  N.B., Turners  Falls.  R.  N.  Oakman,  Pr.,..  W.  T.  Davis. 

...  People*s Sav. B*k, Worcester.  William  Crossj,  Pr.....  J.  C.  Mason. 

♦ Deceased. 
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Mich..  Second  N.  B.,  East  Saginaw.  G.  W.  Morley,  /V R.  G.  Horr. 

“ ...  First  National  Bank,  Ionia..  R.  P.  Sherman,  Cos ...  A.  F.  Carr. 

“ ...  First  National  Bank,  Leslie.  W.  W.  Peirson,  Cos...  C.  C.  Walker. 

“ ...  First  National  Bank,  Niles..  T.  L.  Stevens,  Pr R.  W.  Landon. 

“ ...  First  National  Bank,  ( Charles  Dawson,  Pr..  W.  W.  Gray. 

Pontiac  ( John  D.  Norton,  Cos..  C.  Dawson. 

Miss...  People’s  Savings  Bank,  ( Thomas  Christian,  Pr^  L.  K.  Latham. 

Meridian  ( W.W. George,  Jr.,  Cos.  J.  R.  Smith. 

Mo Bank  of  Commerce,  St  Louis.  J.C.VanBlarcom,yfr/^  Car.  C.  Enslin.* 

N.  H...  First  N.  Bank,Francestown.  G.  W.  Cummings,  Gw.  T.  B.  Bradford. 

“ ...  Portsmouth  Savings  Bank...  J. H. Foster,  7>. J.  F.  Shores. 

N.  Y...  German  Sav.  B’k,  Brooklyn*  William  Dick,  Pr J.  Raber. 

“ ...  Canajoharie  National  Bank*  C.  G.  Barnes,  Pr J.  C.  Smith. 

“ ...  National  Bank  of  Cortland.  • Chas.  E.  Selover,  Cos.  B,  B.  Woodworth. 

“ ...  First  Nat.  Bank,  Greenport.  G.  C.  Adams,  Ccis 

“ ...  First  National  Bank,  ( Robt  B.  Shepard,  Pr.  J.  W.  Fairfield. 

Hudson  ( William  Seymour,  Cas.  R.  B.  Shepard. 

**  ...  Kingston  National  Bank,  ( R.  Bernard,  Pr. C.  H.  Van  GaasbeeW. 

Kingston  \ C.  H.  Van  Gaasbeck,  Assl  Caskier. 

**  ...  Farmers’  N.  Bank,  Malone.  William  F.  Creed,  Cas.  B.  S.  W.  Clark. 

**  ...  Middletown  National  Bank.  Thomas  King,  Pr J.  B.  Hulse. 

“ ...  First  N.  B.,  Poughkeepsie..  Robert  Slee,  Pr C.  DuBoise. 

“ ...  Rochester  ^vingsBank RoswellHart,.S>r<Sr*7>.  E.  R.  Hammatt 

Ohio..  Chillicothe  National  Bank...  M.  Lewis,  Pr... N.  Wilson. 

**  ...  First  Nat.  Bank,  Jackson.. . Peter  Pickrell,  Pr H.  L.  Chapman. 

**  ...  Citizens’  Bank,  Sidney W.  E.  Kilborn,  Cas...  L.  Mathers. 

**  ...  First  National  Bank,  Xenia.  A.  H.  Baughman,  Pr.  A.  Hivling.* 

“ ...  The  Union  Bank,  Zanesville.  F.  J.  L.  Blandy,  Pr...  A.  M.  Huston. 

Pa First  Nat.B.,Conshohocken.  George  Bullock,  Pr..  A.  Wood,  Jr. 

“ ...  Union  Nat.  B.,  Lewisburg..  William  Jones,  Pr P.  Beaver. 

“ ...  First  Nat  Bank,  Mifflinburg.  B.  F.  Young,  Ctis J.  W.  Sands. 

**  ...  First  Nat  Bank,  Pittston...  William  L.  Watson, Cr 

**  ...  Citizens’  Nat  B’k,  Towanda.  E.  T.  Fox,  Pr J.  P.  Kirby. 

“ ...  W)r*mingN.B  ,Tunkh’nn’ck.  D.  D.  Dewitt,  Cas S.  Stark. 

R.  I....  Nat.  Eagle  B.,  Providence..  Chas.  F.  Sampson, Gw.  J.  A.  Angell. 

“ ...  Coventry  National  Bank,  ( Asahel  Matteson,  Pr.^  J.  Potter  2d. 

Anthony  ( E.  B.  Williams,  Cos..  ^ A.  Matteson. 

Texas.  Nat.  Bank  of  Jefferson J.  H.  Parsons,  Cas 

W.  Va.  Second  N.  B.,  Parkersburg.  James  D.  Dils,  Pr J.  J.  Jackson. 

Ont.  ...  Bank  of  Montreal,  Fergus...  Chas.R.Dunsford,.^^.  G.  D.  Fergusson. 

N.  B...  Bank  of  Montreal,  Moncton.  J.  Robertson,  A^l D.  F.  B.  Glass. 

♦ Deceased. 


■tOa 


Wanted. — A position  as  Cashier  or  Teller  is  desired  by  a competent  per* 
son  having  an  experience  of  over  fifteen  years  in  the  business,  and  references 
of  the  highest  staging.  Address,  **  Cashier,”  35  Niagara  St.,  Buffalo,  N.  Y. 
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NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 

February,  1877. 

(^Monthly  List^  continued  from  February  No.y  page  648.) 

State.  Place  and  Capital,  Bank  or  Banker,  N.  Y,  Correspondent  and  Cashier, 

Col.  ...  Rosita. Ra30iolds  Brothers Kountze  Brothers. 

IND Indianapolis....  Lemon  & King,  {^Brokers),  Indiana  Nat  B’k,  Indianapolis. 

Iowa...  Newton. Bank  of  Newton Chemical  National  Bank. 

William  Vaughan,  Pr,  Thomas  Arthur,  Cos, 

Kan....  Sabetha. Sabetha  State  Bank Bank  of  North  America^ 

Willis  Brown,  Pr,  Edwin  Knowles,  Cos, 

Mass...  Lawrence Pacific  National  Bank Central  National  Bank,  Boston. 

$ 100,000  James  H.  Kidder,  Pr,  W.  H.  Jaquith,  Cas, 

Neb.  ...  Sutton Grimes  & Dinsmore Corbin  Banking  Company. 

Nev.  ...  Reno Reno  Savings  Bank. T.  & W.  Seligman  & Co. 

$ 100,000  M3rron  C.  Lake,  Pr,  James  H.  Kinkead,  Manager, 

N.  Y...  Walden Walden  National  Bank.. ..  Tenth  National  Bank. 

$ 25,000  John  C.  Scofield,  Pr,  W.  G.  Rutherford,  Cas. 

Wis.. ..  Brk  Riv.  Falls.  Jackson  Coimty  Bank. Ninth  National  Bank. 

$ 25,000  W.  T.  Price.  Pr.  W.  R.  O’Heam,  Cas. 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS. 
Authorized  to  February  21,  1877. 

Capital. * 

No.  Name  and  Place.  President  and  Cashier.  Authorized.  Paid. 

2347  Pacific  National  Bank James  H.  Kidder $ 100,000 

Lawrence,  Mass.  William  H.  Jaquith.  $ 100,000 

2348  Walden  National  Bank John  C.  Scofield $ 50,000 

Walden,  N.  Y.  William  G.  Rutherford.  $ 25,000 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK. 


January — February,  1877. 


1876. 

Lowest.  Highest.  1877. 

Lowest. 

Highest. 

1877.  Lowest.  Highest, 

January 

. I2f<  . I3j^...Jan.  22 

6^ 

. 6W 

Feb.  8 

• 

February.... 

13X  • 15H  - *3 

• 

9 

sX  ■ 

SX 

March 

>434  • >7  •••  *4 

6 

. 6X 

10 

SX  • 

6 

April 

14  . *5 

6 

. 

12 

sX  • 

sx 

May 

. 15  . i6f< ...  26 

6H 

. (>H 

13 

sX  • 

sX 

June 

16X  • nH  — *7 

6H 

. 6X 

14 

SX  • 

)“>y 

\i^  . >7X  •••  29 

sH 

6 

15 

5^  • 

August 

12^  . 30 

SH 

. sH 

16 

• 

September  . 

>3J^  • 17X  - 31 

SX 

• sX 

17 

5^  • 

sx 

October 

>4>4  . >73*  — Feb.  I 

43i 

• sX 

19 

SX  . 

November.. 

14%  . 2 

s 

. sH 

20 

sX  • 

sX 

December  . 

12^  . 15X  ...  3 

sX 

■ sX 

21 

4X  . 

sX 

1877. 

S 

sX 

• sX 

22 

Holiday. 

January 

••  >*3<  • 13X  - 6 

sX 

. 

23 

4X  • 

7 

sX 

■ sH 

24 

4X  • 

sX 
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CHANGES  OF  CAPITAL,  ETC. 

Col.  ...  Exchange  Bank,  Denver;  capital  paid  $ 178,00a 

III.  ...  Alton  National  Bank,  Alton;  surplus  $ ;o^ooa 

Iowa...  Farmers*  Loan  & Trust  Co.,  Vinton;  paid  capital  now  $60,000. 

Kan....  Perpetual  Savings  Bank,  Atchison;  surplus  increased  to  $ 5,35& 

Minn..  Citizens*  Bank,  Minneapolis ; paid  capital  $ 50,00a 

Penn...  National  Bank  of  the  Republic,  Philadelphia ; surplus  now  $70,000. 

...  Miners  & Mechanics*  Loan  and  Banking  Association,  pfyi  Park 
(Scranton);  paid  coital  $ 45,72a 

**  ...  Citizens*  National  Bank,  Towanda ; capital  paid  in  full  $i5o^ooa 
Texas.  Merchants  & Planters*  Bank,  Sherman;  paid  capital,  1877,  $i5<^ooa 
Wis. ...  Merchants  & Mechanics*  Savings  Bank,  Janesville  ; capital  paid  $ 100,000. 
**  ...  La  Crosse  National  Bank,  La  Crosse ; capital  fully  paid  f 100,00a 
“ ...  Clark  County  Bank,  NeiUsville ; paid  capital  $ 30,00a 
“ ...  Bank  of  New  London,  New  London ; paid  capital  $30,000. 


DISSOLVED,  DISCONTINUED  OR  CHANGED. 

{Monthly  List^  continued  from  February  No,,  page  6$o.J 

, New  York  City.  Baldwin  & Kimball ; failed. 

**  **  Lancaster,  Saunders  & Co. ; now  R.  A.  Lancaster  & Co. 

“ **  McMicken  & Burras  ; now  Burras  & Whitfield. 

Col.  ...  Colorado  Savings  Bank,  Denver;  failed,  assigned,  canceled  assignment 
and  resumed,  paying  in  fulL 

“ ...  Bank  of  Rosita,  Rosita  ; succeeded  by  Raynolds  Brothers. 

Conn..  Elton  Banking  Co.,  IVaterbury  ; closing.  Paying  depositors  in  fiilL 
III.  ...  City  Savings  Bank,  Chicago ; closed  February  la  Resumed  February  23. 
“ ...  Phenix  Savings,  Loan  & Trust  Co.,  (Corydon  Weed)  Bloomington; 

suspended.  Depositors  paid  in  full. 

“ ...  Alkire  8c  Co.,  Greenview ; now  Marbold,  Alkire  8c  Co. 

**  ...  Hayward  8c  Schuyler,  Pana  ; now  H.  N.  Schuyler. 

“ ...  North,  Wales  & Co.,  fVhi/e  Hall;  succeeded  by  People*s  Bank. 

IND First  National  Bank,  Franklin;  closed.  Defalcation  by  cashier. 

Iowa...  First  National  Bank,  Monroe;  sue.  by  Bank  of  Monroe.  Same  officers. 

“ ...  First  National  Bank,  Newton  ; sue.  by  Bank  of  Newton.  Same  officers. 

Kan....  Barnett,  Morrill  & Co.,  Hiawatha ; now  Morrill  & Janes. 

**  ...  Exchange  Bank,  (M.  £.  Mather,)  Sabetha;  closing. 

Mass..  Fogg  Brothers  8c  Co.,  Boston;  J.  S.  Fogg  continues  under  old  style. 

“ ...  First  National  Bank  of  Amesbury,  Merrimac ; title  changed  by  Act  of 
Congress  to  First  National  Bank  of  Merrimac. 

Mich..  Austin  & Co.  and  E.  K.  Roberts  & Co.,  Detroit ; now  Roberts,  Austin  & Co. 

Mo Mercantile  Bank,  St  Louis ; in  liquidation.  Paying  all  liabilities. 

“ ...  Thompson,  Wyatt  & Co.,  Phelps  City ; now  Thompson  Brothers. 

N.  Y...  Park  Savings  Bank,  Brooklyn;  closing.  Paying  depositors  in  full. 

**  ...  William  Buck  8c  Son,  Sag  Harbor ; failed. 

“ ...  Exchange  Bank,  Walden;  succeeded  by  Walden  National  Bank. 

Penn...  Bank  of  Great  Bend,  (L.  S.  Lenheim  & Son)  Great  Bend;  suspended. 
“ ...  Mountain  City  Bank,  PoUsvillc ; suspended. 

“ ...  Miners*  Trust  & Safe  Deposit  Co.,  Shamokin ; suspended. 

“ ...  Northumberland  County  National  Bank,  Shamokin ; suspended. 

Wis. ...  C.  A.  Mather,  Berlin ; now  C.  A.  Mather  & Co. 

**  ...  Bowman  8c  Humbird,  Black  River  Falls  ; discontinued. 

“ ...  Central  Bank,  Stevens  Point ; discontinued. 
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NOTES  ON  THE  MONEY  MARXET, 

NEW  YORK,  FEBRUARY  2J,  1877. 

Rxchamgt  cn  London  at  tixfy  day**  *iihi,  4.83  a 4.83)4  m gold. 

As  was  anticipated  the  rates  for  money  have  softened  and  the  acciimulatioD 
of  capital  and  of  currency  is  on  the  increase.  Call  loans  range  fit>m  2%  to 
per  cent  and  discounts  from  5 to  8 per  cent  The  general  tendency  is  towards 
increased  ease.  For  several  reasons,  the  demand  for  money  is  much  below  its 
former  average.  The  prices  at  the  stock  exchange  have  been  so  much  reduced 
that  a much  smaller  aggregate  of  capital  is  now  requisite  than  was  formerly 
needful  to  carry  the  same  volume  of  transactions.  But  a check  has  been  given 
to  speculation  and  thus  the  amount  of  business  doing  has  been  considerably 
diminished.  From  these  and  other  circumstances,  the  demand  for  call  loans 
has  suffered  a great  reduction,  and  this  is  one  of  the  circumstances  which 
must  be  taken  into  the  account  in  examining  the  prospects  of  the  future  in  the 
money  market 

In  discounts  there  b also  a falling  off  which  is  due  to  the  dull  and  stag- 
nant  condition  of  several  departments  of  business.  One  of  the  reasons 
assigned  for  this  dullness  is  the  uncertainty  which  has  beclouded  the  political 
atmosphere.  Whether  the  settlement  of  the  difficulties  which  have  caused 
so  much  agitation  will  be  effective  in  producing  a revival  of  commercial  and 
industrial  activity  still  remains  to  be  seen. 

With  regard  to  the  supply  of  capital  in  the  loan  market,  there  is  an  abun- 
dant accumulation  of  idle  deposits  in  the  banks,  and  the  influx  has  a tend- 
ency rather  to  increase  than  to  diminish.  In  a few  weeks  there  will  probably 
be  set  in  operation  a number  of  forces  in  various  parts  of  the  country  which 
will  attract  the  deposits  to  the  subordinate  centers  of  our  financial  systekn,  and 
will  thus  relieve  New  York  of  a portion  of  the  pressure  which  is  now  produc- 
tive of  some  embarrassment  It  is  not  generally  known  that  the  redemption 
bureau  at  Washington  is  doing  good  service  in  relieving  the  plethora  of  the 
money  market  When  this  bureau  was  first  established  many  persons  sup- 
posed that  its  most  important  function  would  be  to  renew  the  bank  notes 
when  they  became  mutilated  and  worn  out  It  was  pointed  out  in  this  Maga- 
zine that  the  mere  renovation  of  the  currency,  important  as  it  may  be,  con- 
stituted a minor  and  subordinate  part  of  the  functions  which  would  be  per- 
formed by  the  redenq>tion  machinery  created  under  the  new  law.  There  is 
little  doubt  that,  but  for  the  agency  of  this  bureau,  the  plethora  of  the  money 
market  would  have  been  more  mischievous  and  less  under  control  It  is  also 
probable  that  a considerably  smaller  volume  of  currency  would  have  been 
given  up  by  the  National  banks  if  they  had  not  been  urged  to  surrender 
their  notes  by  the  continual  reflux  produced  under  the  agency  of  the  present 
system  of  redemption.  Here  we  have  another  instance  of  the  difficulty  of 
forecasting  the  future  operation  of  new  laws  affecting  the  currency.  These 
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laws  touch  so  many  hidden  springs  and  cause  such  numerous  unforeseen  move- 
ments that  the  business  community  usually  look  with  alarm  upon  all  legisla- 
tive tampering  with  the  currency  and  with  the  banking  machinery  of  the 
country.  Some  of  the  banks  in  this  city  are  looking  for  better  rates  of 
interest,  but  at  present  it  is  doubtful  when  these  expectations  will  be  real- 
ized. Subjoined  is  the  Qearing-Honse  statement  of  the  New  York  banks. 

Ltgml  Exett*  ^ 

1S77.  Loan*.  ^^ocU.  Tondor*.  Orcnlmtion.  Do^otiU.  Ro*omo. 

Jan.  27 1353,156,100  . #40,i87/»o  .^42,251,200  .#15,475,900  .#230,625,600  .#24,781,800 

Feb.  3 254,011,800  ..  38.305.*<»  ••  43.3oS»*«>  ••  ••  33i/»9i,70o  ..  13,837,275 

“ 10 256,817,100  ..  35,618,600  ..  43,788,700  ..  15.635,400  ..  232,035,100  ..  21,394,525 

“ 17 259,054,400  ••  33,035,600  ..  45,808,200  ..  15,554*700  ..  232,658,800  ..  19,709,190 

The  Clearittg-House  exhibit  of  the  Boston  banks  for  the  past  month  is  as  below  : 
1877.  Loam.  sped*.  Legal  Tenders.  Deposit*.  Circnlation. 

Jan.  27 #131,492,500  ....#5,708,900  ....#5*059,400  ....#77*635,900  ....#22,471,600 

Feb.  3 13**574,000  ....  5*749*50o  ....  4,869,700  ....  77,652,800  ....  22.312,000 

•*  IQ 132,198,600  ....  5,796,7m  ....  4*433*500  ....  77*593,300  ....  22,337,100 

“ 17 130,661,500  ....  5,269,800  ...  4,416)700  ....  75*378*000  ....  22,467,500* 

The  Philadelphia  bank  statements  for  the  same  time  are  as  follows : 

1877.  Loans.  Specie.  Legal  Tenders.  Deposits^  Circnlaiion. 

Jan.  27 #62,126,018  ....#3,072,345  ....#13,666,170  ....#50,986,030  ....#10,174,865 

Feb.  3 62,033,407  ....  3,076,813  ....  13,563*973  50,713,717  ...  10,161,844 

'*  10 61,700,115  ....  3,053,961  ....  13,7x1,096  ....  49,984*573  ••••  10,233,920 

“ 17 61,351,117  1*975*647  ••••  *3r43l*o86  ....  49,135,792  ....  10,239, 230 

Gold  touched  to-day  104^,  the  lowest  point  since  1862.  From  an  article  in  an 
earlier  part  of  this  issue  it  will  be  seen  that  at  Washington  the  belief  has 
been  entertained  that  the  low  premium  to  which  gold  has  arrived  suggests 
to  us  the  propriety  of  making  an  effort  to  resume  specie  payments,  and 
that  no  further  legislation  is  needfuL  The  Solicitor  of  the  Treasury  in  his 
elaborate  array  of  legal  arguments,  shows  that  the  powers  conferred  by  exist- 
ing laws  upon  the  Secretary  of  the  Treasury  authorize  him  to  pay  the  green- 
backs in  coin  if  he  possesses  the  funds  requisite  for  the  purpose.  The  weak 
point  in  the  Solicitors  argument  is  that  none  of  the  powers  to  which  he 
refers  were  given  to  the  Secretary  for  the  express  purpose  to  which  the 
Solicitor  thinks  they  are  adequate.  Moreover,  he  omits  all  mention  of  the 
important  statute  under  which  the  demand  notes  were  issued  in  1861.  He 
also  fails  to  recognize  the  difficulty  as  to  a direct  appropriation  by  Congress 
which  would  probably  be  necessary  before  a single  dollar  of  coin  could  be 
paid  out  of  the  Treasury  in  redemption  of  the  greenbacks  There  is  one 
point  however,  on  which  the  Solicitor  is  undoubtedly  correct.  This  is  in  his 
letter  to  the  Secretary  of  the  Treasury,  of  which  we  give  but  a part.  He  says  that 
a multitude  of  forces  of  various  kinds  have  combined  to  put  gold  down,  and 
that  the  present  juncture  offers  many  favorable  conditions  for  the  facilitating 
of  our  preparations  for  resumption  in  1879. 

Sterling  exchange  continues  quiet  and  weak,  the  demand  to-day  being  small 
at  4.83  for  bankers’  sixty  days’  sterling,  and  4.84J4  for  three  days’  sight 
drafts.  Bar  silver  is  quoted  at  fifty-six  pence  but  its  fluctuations  have  ceased 
for  the  present  to  attract  special  notice.  , 

In  the  stock  market  there  has  been  much  depression,  Governments  are 
steady,  though  they  have  receded  in  sympathy  with  gold.  State  stocks  are 
quiet  and  dull.  In  railroad  bonds  there  is  little  doing.  Railroad  shares  have 
been  feverish  and  pressed  for  sale.  Subjoined  are  our  usual  quotations: 
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Quotations  : 

Tan.  23. 

T^n.  30. 

Pe6.  6. 

F/A  13. 

PeS.  ao. 

Gold 

106H 

. . 105 

105K  • 

10554 

. . 10554 

U.  S.  5-206, 1867 Coup. 

113H 

113^4  . 

11*^4 

..  II2>4 

U.  S.new  10-40C  Coup. 

x»4 

IZ4 

. 

i»4?4 

..  11454 

West.  Union  Tel.  Co. . 

76 

7354  • 

70 

65H 

N.  Y.  C.  & Hudson  R. 

10454 

10254 

ioij4  . 

99K 

9854 

Lake  Shore 

S7% 

ssM 

54K  . 

Sif4 

5154 

Chicago  & Rock  Island 

10254 

102 

lotji  . . 

9954 

9954 

New  Jersey  Central. . . 

34 

*554 

15K  .. 

I4H 

1*54 

iDel.  Lack.  & West.... 

74H 

..  70 

69K  .. 

66H 

6554 

Delaware  & Hudson.. 

69 

6154 

60 

47% 

••  54 

North  Western 

3754 

••  35 

34%  .. 

3*54 

. . 3*% 

Pacific  Mail 

*554 

• . 24H  • 

*554  •• 

*5 

25% 

Erie 

loH 

9>4  .. 

854 

7% 

‘Call  Loans 

4 @5 

4 ® 5 

354  .. 

*54  @ 3 

..  *54  @3 

Discounts 

4^  @ 654 

..  454  @ 5 

454  @ 5 .. 

- 454  @ 5 

..  454  @ 5 

Bills  on  London 

4-83J4-4-8554 

..  4-8454-4.86 , 

4-85-4-8654.. 

4.8454-4-86 

..  4-84-4-8554 

Treasury  balances,  cur. 

$4*. 338,53* 

••  143,479,690  . 

$43,364,685  .. 

$43,921,6x9 

..  ^ 44,594,790 

Do.  do.  gold.  $68,251,246..  $68,674,812..  $68,814,010  ..  $71,278,973  ..  $72,381,549 


The  exports  of  produce  from  the  Port  of  New  York  for  the  week  ending 
February  17th  were  $4,670,161,  against  $4,661,000  for  the  corresponding  week 
in  1875,  $5»*33»6i3  in  1874.  The  total  exports  of  produce  since  Jan. 

I,  this  year,  were  $45,519,468,  against  $37,591,232  for  the  corresponding 
period  in  1875,  $ 35*802,248  in  1874. 


The  dividends  of  New  York  City 
are  as  follows  : 

Per  Cent. 

Bowery  National 6 

Central  National 4 

Chatham  National 5 

East  River  National. 3 

Fourth  National 3^ 

Hanover  National 354 

Importers  & Traders'  National 7 

Merchants'  Exchange  National 354 

Merchants'  National 4 

Metropolitan  N ational 5 

National  Bank  of  the  Republic......  354 

National  Broadway  Bank 8 

National  Butchers  & Drovers’ 4 

National  Citizens’  354 

National  Park 3 


banks,  declared  in  January  and  February, 

Per  Cent. 


National  Shoe  & Leather 5 

Ninth  National 3 

Phenix  National 3 

St.  Nicholas  National 4 

Tradesmen’s  National 5 

Bank  of  America  4 

Bank  of  North  America 3 

Com  Exchange 5 

Grocers’ 3 

Manhattan  Company 4 

Oriental 6 

Pacific 3 

People’s 5 

West  Side 4 


An  unwelcome  state  of  affairs  has  befallen  our  neighbors  of  the  Dominion  of 
Canada.  *‘Hard  times”  are  staring  them  in  the  face.  The  budget  speech  of 
the  Finance  Minister,  Mr.  Cartwright,  to  the  Parliament  at  Ottawa,  has  added 
to  the  distrust  and  anxiety  which  for  some  time  have  prevailed.  A deficiency 
for  the  year  1876,  of  over  $ 1,900,000,  was  announced  by  the  Minister,  in  a 
lame  and  impotent  explanation.  Reckless  expenditure  is  the  real  source  of 
trouble,  and  until  this  is  remedied,  there  can  be  no  end  to  the  financial  distress 
which  threatens  so  many  with  ruin. 


DEATHS. 

At  Alton,  Illinois,  on  Monday,  January  ist,  aged  seventy  years.  Dr. 
Ebenezer  Marsh,  President  of  the  Alton  National  Bank,  and  of  its  predeces- 
sor, the  Alton  Bank,  since  their  first  organization. 

At  Hyde  Park,  Vermont,  on  Sunday,  February  4th,  aged  sixty-seven  years, 
Judge  Lucius  H.  Noyes,  President  of  the  Lamoille  County  Bank,  from  its 
-organization. 
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THE  GROWTH  AND  EFFECTS  OF  MONETARY  EASE. 

It  is  one  of  the  most  familiar  principles  of  practical  econ- 
omics that  an  easy  money  market  causes  speculation  and  a 
tight  money  market  checks  it.  A notable  exception  to  this 
rule  is  now  developing  itself,  not  only  in  our  own  money 
market,  but  in  the  money  markets  abroad.  It  may  be  worth 
while  to  consider  what  are  the  chief  causes  which  have  pro- 
duced so  much  of  dullness  and  industrial  stagnation  in  the 
presence  of  such  abundant  supplies  of  capital  seeking  em- 
ployment at  low  rates  of  interest. 

With  many  persons  it  is  an  easy  matter  to  explain  these 
phenomena  by  referring  them  to  our  paper  money  system. 
There  is  no  doubt  that  in  any  country  where  irredeemable 
notes  are  made  to  take  the  place  of  coin,  the  monetary  me- 
chanism is  disturbed,  and  several  active  causes  of  instability 
are  set  in  operation ; hence  there  is  a frequent  danger  of 
financial  convulsions  and  monetary  panics.  An  ingenious 
writer  has  compared  the  financial  system  of  a nation,  under 
the  malign  influence  of  paper  money,  to  a complicated  machine 
of  delicate  structure  and  great  activities,  some  important  part 
of  its  foundation  having  been  taken  away  and  its  place 
supplied  by  material  less  solid,  less  strong,  and  less  to  be 
trusted.  It  is  well  known  that  when  coin  is  taken  from  be- 
neath the  vast  fabric  of  the  monetary  mechanism  and  paper 
promises  are  put  in  its  place,  there  is  a change  which  per- 
vades all  its  movements  and  gives  to  them  more  or  less  of 
irregularity  and  danger,  But  although  this  is  true,  it  must 
be  evident  that  after  we  have  made  due  allowance  for  all 
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the  peculiar  dangers  and  mischiefs  of  paper  money,  we  must 
look  somewhere  else  for  the  important  causes  of  the  present 
stagnation  in  business,  otherwise  the  languor  and  want  of  ac- 
tivity would  be  confined  to  the  paper  money  countries,  and 
the  nations  having  a specie  currency  would  be  exempt.  But 
the  facts  lend  no  support  to  this  view.  In  England,  in  Ger- 
many, and  in  other  countries,  where  a gold  and  silver  coin- 
age is  in  use,  and  where  the  financial  system  is  built  on  the 
solid  basis  of  specie  payments,  the  disturbance  and  depres- 
sion of  business  is  just  as  severe  as  among  other  nations 
where  the  dangers  of  financial  derangement  are  enhanced  by 
paper  money. 

In  view  of  these,  and  many  other  like  circumstances,  it  has 
been  very  reasonably  argued,  that  the  wide-spread  and  gen- 
eral depression  of  commercial  activity  throughout  the  greater 
part  of  the  civilized  world,  is  due  to  certain  general  causes 
which  merit  greater  attention  than  they  have  usually  received 
from  financial  writers.  The  first  of  these  causes  of  depres- 
sion is  no  doubt  connected  with  the  excessive  increase  of 
floating  capital  and  its  concentration  in  a few  immense  reser- 
voirs in  the  chief  financial  centres  of  Europe  and  of  this 
country.  In  New  York  we  find  a vast  amount  of  idle  capital 
in  the  loan  market,  and  a similar  accumulation  is  found  in 
Paris,  in  Vienna,  in  Berlin,  and  in  some  other  European 
cities.  This  growing  mass  of  floating  capital  is  one  of  the 
new  features  of  the  modem  money  market,  and  it  has  been 
developed  slowly  and  by  well  known  causes,  during  the  last 
forty  years.  The  great  centre  of  all  these  money  markets  in 
Europe  and  throughout  the  world  has  more  and  more  tended 
to  settle  itself  in  London,  which  has  been  often  called  the 
great  Clearing  House  for  commercial  and  financial  operations 
throughout  Christendom.  It  was  natural,  therefore,  to  ex- 
pect that  if  there  is  a plethora  of  capital  throughout  the 
monetary  system,  the  plethora  would  be  especially  visible 
in  London,  and  it  is  notorious  that  such  a result  has  been 
developed.  The  accumulation  of  unemployed  capital  has 
been  enormous  in  London,  and  so  great  is  its  excess  above 
the  legitimate  demand  for  loans  that  the  average  interest  for 
several  months  past  has  ruled  at  lower  rates  than  were  ever 
recorded  before  in  the  history  of  Lombard  Street.  We  shall 
presently  call  attention  to  the  reaction  which  seems  to  be 
visible  in  some  quarters.  The  main  point  to  be  noted  at 
present,  however,  is  the  general  accumulation  of  idle  capital 
in  all  the  chief  money  markets  in  the  world,  and  its  utter 
want  of  power  to  produce  its  usual  effects  of  stimulating  the 
activity  of  business,  much  less  of  giving  rise  to  speculation 
and  over-excitement. 

The  second  fact  which  illustrates  the  depression  of  busi- 
ness and  the  causes  to  which  it  is  due,  is  the  lack  of  confi- 
dence. Of  what  use  are  these  copious  supplies  of  loanable 
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funds  except  the  owners  will  lend  them  on  such  securities, 
and  to  such  borrowers,  as  are  offered  in  the  market  ? So  far, 
however,  from  there  being  this  ready  confidence  and  desire 
to  lend,  there  is  among  the  owners  of  capital  a general  de- 
sire to  hold  it  under  their  immediate  control,  hence  short 
loans  have  been  preferred  to  those  of  longer  date,  and  on 
many  classess  of  securities  capital  refuses  to  lend  itself  under 
any  circumstances  whatever.  A similar  lack  of  confidence  is 
also  manifested  among  good  borrowers.  The  spirit  of  enter- 
prise is  weakened  among  the  class  of  persons  who  employ 
capital,  and  who  keep  up  the  demand  for  it  in  the  money 
market,  just  as  it  is  weakened  among  those  who  are  the 
lenders. 

Nor  is  this  disturbance  of  confidence  to  be  wondered  at. 
If  we  examine  the  great  bodies  of  securities  into  which  capi- 
tal is  invited  to  invest  itself,  we  shall  find  some  notable 
changes  in  progress.  The  London  Economist^  the  Economiste 
FranfaiSj  and  some  of  our  American  newspapers  have  formed 
various  estimates  of  the  losses  which  have  fallen  upon  the 
capitalists  who  held  certain  classes  of  securities  during  the 
severe  fall  in  value  which  has  been  so  conspicuous  at  inter- 
vals during  the  last  two  or  three  years.  If  we  could  form  a 
correct  estimate  to  day  of  the  aggregate  value  of  the  mass 
of  securities  which  are  most  actively  dealt  in  at  the  Stock 
Exchanges  of  Europe  and  of  this  country,  we  should  find  an 
enormous  shrinkage  since  1870.  With  this  rapid  shrinkage 
in  view  there  is  no  wonder  that  capitalists  are  discouraged, 
and  that  they  refuse  to  travel  in  dangerous  paths  which  have 
inflicted  upon  them  such  heavy  losses.  Perhaps  the  time 
may  soon  arrive  when  they  will  see  in  these  past  losses  an 
incentive  to  further  ventures,  but  at  present  very  few  indica- 
tions are  visible  of  this  change,  still  it  is  certain  that  before 
long  a recovery  will  be  inevitable.  Men  will  ask  themselves 
whither  the  capital  which  has  been  sunk  has  really  gone, 
when  it  will  return,  and  by  what  means  it  may  be  repro- 
duced. At  present,  however,  the  general  fact  is  apparent 
that  while  there  has  been  an  enormous  increase  of  floating 
capital  on  one  side  of  the  money  market,  there  has  been  on 
the  other  side  an  equally  notable  shrinkage  in  the  volume 
of  fixed  capital. 

We  may  deduce  from  these  important  facts  one  or  two  prac- 
tical conclusions.  In  the  first  place  it  is  essential  to  the 
financial  health  of  every  commercial  nation  that  there  should 
be  due  proportion  between  the  volume  of  fixed  and  of  float- 
ing capital.  It  has  always  been  found  that  wherever  a sud- 
den disturbance  has  occurred  in  the  equilibrium  between 
fixed  and  floating  capital,  a panic  of  less  or  greater  extent 
and  magnitude  has  been  the  result.  How  far  the  knowledge 
of  these  facts  may  help  us  to  forecast  the  future  of  the  pres- 
ent money  market  we  need  not  here  attempt  to  show.  It  is 
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enough  to  point  out  the  fact  that  there  has  been  a great 
disturbance  in  the  proportions  of  fixed  and  floating  capital 
connected  with  the  existing  depression  on  commerce  and  in- 
dustry in  this  country. 

Moreover,  the  processes  which  are  now  going  on  in  the 
money  market,  however  mischievous  in  some  of  their  aspects, 
are  recuperative  in  their  nature  and  are  ^adually  bringing 
about  the  conditions  favorable  to  a revival  of  business.  It  is  a 
great  mistake  to  view  the  dimished  market  price  of  good  secu- 
rities as  a permanent  loss  of  capital.  The  capital  which  has 
disappeared,  if  the  securities  are  really  sound,  has  only  been 
rendered  latent,  and  will,  under  favorable  conditions,  reap- 
pear and  become  available  once  more.  Hence  it  is  often  said 
at  the  Stock  Exchange  that  a fall  in  the  market  lays  the 
foundation  for  a subsequent  rise.  It  makes  securities  look 
cheap  to  men  who  have  the  capital  wherewith  to  buy  them, 
and  it  thus  creates  a market  for  stocks  and  bonds  for  which 
at  higher  prices  there  was  no  demand  at  all.  On  the  whole 
then,  the  present  easy  money  market,  although  it  has  not 
yet  stimulated  speculation  is  not  unlikely  to  do  so  at  some 
not  very  distant  day. 


MEMORIAL  ON  THE  FISCAL  BURDENS  OF  THE 

BANKS. 

The  American  Bankers’  Association,  in  the  course  of  its  vig- 
orous attacks  upon  the  bank  taxation,  prepared  for  the  Forty- 
fourth  Congress  an  elaborate  memorial  on  the  Federal  taxes 
upon  the  banking  business.  This  document  states  that  a 
considerable  number  of  petitions,  bearing  more  than  20,000 
signatures  were  presented  to  Congress  this  winter,  asking  for 
the  repeal  of  Federal  taxation  upon  the  banks.  A history  is 
then  given  of  the  origin  and  progress  of  bank  taxation  in 
the  United  States.  As  is  well  known,  these  taxes  are  of  two 
kinds.  First,  there  is  the  taxation  on  the  shares  of  the  banks 
and  on  their  real  estate,  by  the  Governments  of  the  several 
States.  These  State  taxes  are  as  old  as  our  Government 
itself,  and  the  petitions  in  question  do  not  demand  any 
change  whatever,  either  in  the  State  taxes  themselves  or  in 
the  enabling  act  embodied  in  Section  5,219  of  the  Revised 
Statutes  of  the  United  States.  The  other  part  of  our  bank 
taxes  is  made  up  in  various  Federal  imposts,  all  of  which 
are  comparatively  recent  in  their  origin,  and  they  were  first 
devised  to  meet  the  exigencies  of  our  war  finance. 

With  the  close  of  the  war  the  nation  entered  upon  a new 
fiscal  policy.  Our  internal  revenue  poured  into  the  Treasury 
the  enormous  sum  of  three  hundred  and  ten  millions  a year. 
A wide-spread  clamor  arose  for  a reduction  of  the  fiscal  bur- 
dens on  industry  and  trade.  The  evils  propagated  by  taxes 
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imposed  upon  labor  and  its  immediate  products  became  so 
notorious  that  the  rooms  of  the  Committee  and  the  lobbies 
of  the  capitol  were  crowded  with  representatives  of  various 
departments  of  business  which  were  suffering  from  pernicious 
and  withering  war  taxes.  Had  the  banks  at  this  time  applied 
for  relief,  they  would  doubtless  have  shared  it  with  other 
interests,  which  were  successful  in  obtaining  a remission  of 
fiscal  burdens.  Two  hundred  millions  of  war  taxes  were 
given  up  in  1865  and  subsequent  years  ; and  as  fiscal  relief 
was  so  freely  given  to  our  manufacturers,. our  insurance  com- 
panies, our  railroads,  and  our  telegraph  companies,  some  at 
least  of  the  Federal  imposts  upon  our  banks  would  certainly 
have  been  included  in  the  long  list  of  repealed  and  extin- 
guished war  taxes.  But  the  banking  business,  as  it  was  one 
of  the  last  to  receive  its  war  taxation,  so  it  has  kept  it  the 
longest  without  much  remonstrance  or  general  solicitation  for 
relief.  Among  the  reasons  which  are  set  forth  in  the  docu- 
ment before  us  for  the  repeal  of  the  tax  on  bank  deposits, 
it  is  insisted  that  these  Federal  imposts  are  war  taxes,  and 
should  have  been  taken  off  at  the  earliest  possible  period 
after  the  war  terminated.  The  banking  business  during  the 
general  excitement  of  our  industries  throughout  the  war 
period,  and  for  some  time  afterwards,  was  like  every  other 
kind  of  business,  extremely  profitable,  and  the  heavy  taxes 
were  on  that  account  less  mischievous  and  burdensome.  But 
since  the  panic  of  1873  every  department  of  business  has 
had  to  suffer  heavy  losses.  The  banking  business  is  no  excep- 
tion to  this  rule.  The  Comptroller  of  the  Currency  tells  us, 
in  his  last  report,  that  in  the  twelve  months  just  ended  the 
losses  charged  up  to  the  National  banks  amounted  to  twenty 
millions  of  dollars.  The  other  banks  throughout  the  country 
are  estimated  to  have  lost  as  much  more ; hence,  the  aggre- 
gate losses  incurred  by  all  the  banks  throughout  the  country 
amounted  last  year  to  forty  millions  of  dollars,  or  more 
than  seven  per  cent,  upon  the  aggregate  capital  of  our  bank- 
ing system.  Besides  this  heavy  drain  upon  the  resources  of 
our  banks,  there  are  other  forces  at  work  which  are  well 
known.  The  rates  of  interest  in  this  country,  and  all  over 
the  world,  have  reached  a lower  average  than  has  ever  been 
known  before.  The  accumulation  of  capital  is  enormous, 
while  the  demand  for  loans  is  relatively  contracted.  These 
and  many  other  causes  are  operating  upon  our  banking 
system  to  diminish  its  ability  to  bear  fiscal  burdens.  As 
citizens  and  as  statesmen  Congress  should  take  note  of 
these  circumstances,  in  order  that  a judicious  policy  may  be 
adopted,  and  that  no  risk  may  be  run  of  doing  serious  harm 
to  public  and  private  credit  by  permitting  an  interest  so 
vitally  important  as  the  banking  business  to  suffer  from  war 
taxation,  if  the  evil  can  possibly  be  prevented. 

Such  is  one  of  the  arguments  which  has  been  urged  in 
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favor  of  the  repeal  of  bank  taxation.  A second  argument  is, 
that  the  Treasury  can  spare  the  revenue  which  will  be  given 
up  by  repeal.  Mr.  Rollins,  formerly  Commissioner  of  Internal 
Revenue,  has  compiled,  by  request,  a statement  of  the  aggre- 

fate  taxation  paid  by  our  6,607  banks  of  all  kinds  during  the 
seal  year,  1876.  Mr.  Rollins  shows  that  the  taxes  on  the 
deposits  of  the  banks  throughout  the  United  States  amounted 
to  $6,504,660.  Hence,  if  the  tax  on  deposits  and  capital 
were  now  to  be  repealed,  the  aggregate  loss  of  revenue 
would  be  for  the  next  fiscal  year  about  eight  millions.  This 
sum,  it  is  argued  with  much  force,  can  be  given  up  by  the 
Treasury  without  detriment  to  any  Governmental  interest  at 
all  commensurate  with  the  benefits  that  would  be  conferred 
on  the  country  by  the  repeal.  In  the  report  of  Mr.  Secretary 
Morrill,  we  are  told  that  there  will  be  a surplus  of  more 
than  twenty-six  millions  in  the  Treasury  at  the  end  of  the 
present  fiscal  year;  and  it  further  appears  that  the  sinking 
fund  requirements  can  be  suspended,  as  they  have  been  more 
than  provided  for,  the  past  payments  on  that  account  during 
the  last  twelve  years  having  amounted  to  225  millions  more 
than  was  required  by  the  law  of  February,  1862. 

But  even  were  the  Treasury  less  fully  supplied  for  every 
other  disbursement  except  the  sinking  fund,  and  were  there 
any  immediate  necessity  for  a large  revenue,  it  has  been 
argued  that  the  bank  taxes  are  so  mischievous,  that  in  the 
present  state  of  our  industrial  and  financial  system  it  is  a 
dangerous  policy  to  rely  on  them  for  a revenue. 

It  has  been  stated,  on  high  authority,  that  every  million 
of  bank  capital  withdrawn  from  the  financial  centres,  and 
especially  from  the  metropolitan  centre  of  New  York,  con- 
tracts the  banking  facilities  of  the  country  to  the  extent  of  ^ 
several  millions,  because  its  weakening  influence  is  doubled 
and  re-doubled  as  it  passes  from  the  centre  to  the  extremities 
of  the  financial  system.  Thus,  the  mischiefs  caused  by  bank 
taxation  are  stated  to  be  of  two  kinds.  They  act  as  power- 
ful contraction  of  banking  facilities,  lessening  the  ability  of 
our  banks  to  assist  commerce  and  trade;  and  secondly,  they 
drive  capital  away  from  the  banking  business,  and  thus 
increase  the  danger  of  panics  by  taking  away  the  guarantees 
and  weakening  the  safeguards  against  them.  By  driving 
away  bank  capital  we  remove,  as  it  were,  a part  of  the  granite 
sub-structure  of  our  banking  machinery,  on  which  revolves 
the  whole  fabric  of  our  commerce  and  trade. 

Without  extending  further  the  summary  of  the  voluminous 
evidence,  enough  has  been  said  to  justify  three  deductions  : 
First,  it  appears  that  new  and  grave  evils  are  developing 
themselves,  causing  much  alarm  and  disorganization  in  our 
banking  system,  and  that  these  evils  are  ascribed  to  the  mis- 
chievous pressure  of  bank  taxation.  Secondly,  the  evidence 
shows  that  so  wide-spread  and  intense  an  agitation  is  per- 
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vading  the  banking  and  commercial  communities,  that  some 
measure  of  relief  should,  if  possible,  be  applied  without 
delay,  and  during  the  coming  session  of  Congress.  Thirdly, 
it  does  not  appear  that  in  the  present  state  of  the  revenue 
and  of  the  public  business  a complicated  measure  of  tax 
relief  for  the  banks  could  possibly  receive  attention  in  Con- 
gress. As  the  best  compromise  the  exigencies  of  the  case 
admit  it  has  been  proposed  to  grant  a portion  of  the  relief 
asked  for,  and  thus  to  apply  a remedy  to  the  most  pressing 
evils  of  the  financial  situation.  The  memorial  closes  by 
recommending  that  the  taxes  and  duties  imposed  upon  bank 
deposits  and  capital  shall  be  repealed. 


USURY  AND  THE  NATIONAL  BANKS. 

An  important  case  has  just  been  decided  in  the  U.  S. 
District  Court  for  the  Western  District  of  Pennsylvania.  The 
charge  to  the  jury  delivered  by  Mr.  Justice  Ketcham,  as 
corrected  by  the  Judge,  appears  in  full  on  page  787  of 
this  number  of  The  Banker’s  Magarine.  The  suit  was 
brought  for  the  recovery  of  the  penalty  prescribed  by  the 
National  Currency  Act,  where  a National  bank  takes  a 
greater  rate  of  interest  than  is  allowed  by  the  law.  The  facts 
were  very  simple.  The  plaintiffs  William  Duncan  & Brother, 
borrowed  from  the  defendant,  the  First  National  bank  of 
Mount  Pleasant,  Pennsylvania,  various  sums  of  money  on 
notes  at  four  months.  The  rate  of  interest  deducted  was 
nine  per  cent.  The  several  notes  were  again  and  again 
renewed  until  the  interest  charged  by  the  bank  or  paid  by 
the  borrower  amounted  to  $629.91.  This  was  the  amount  of 
interest  retained  and  paid  upon  the  several  notes  ; and  the 
plaintiffs  sought  to  recover  double  the  amount  from  the 
defendant  as  provided  in  the  statute.  The  jury  found  for 
the  plaintiffs  in  double  the  amount  of  interest  charged,  and 
several  other  cases  pending  in  the  Pennsylvania  courts  will 
be  governed  by  the  ultimate  decision  of  this  case. 

The  points  raised  in  the  discussion  before  the  court  were 
numerous.  The  most  important  were  two : First,  what  is  the 
rate  of  interest  which  National  banks  may  legally  charge  as 
their  maximum  rate  in  Pennsylvania.  Secondly,  if  a note 
is  renewed  over  and  over  again,  and  if  through  a series 
of  years,  interest  is  charged  at  every  renewal,  what  is  the 
sum  of  the  aggregate  interest  upon  which  the  borrower  can 
recover  under  the  statute  if  the  original  transaction  is  tainted 
with  usury? 

In  regard  to  the  first  question  it  appeared  that  although 
the  legal  rate  of  interest  in  the  state  of  Pennsylvania  is  six 
per  cent,  a year,  yet  there  are  some  twenty  banks  having 
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the  right  to  issue  notes ; and  the  charters  of  these  institu- 
tions granted  since  1869,  authorize  the  banks  to  charge  ten 
per  cent,  a year  interest.  This  rate  of  ten  per  cent,  has 
been  charged  without  question  from  1869  to  1876.  Now  as 
the  twenty  banks  so  chartered  enjoy  the  special  privilege  of 
charging  ten  per  cent,  interest,  the  National  banks  through- 
out the  state  have  inferred  that  they  also  had  a right  to 
charge  ten  per  cent,  as  their  maximum  rate  of  interest,  and 
that  the  State  law  fixing  the  rate  at  six  per  cent,  did  not 
govern  the  National  banks  in  this  respect.  At  first  sight 
this  may  seem  to  be  a strange  and  unwarranted  inference. 
But  in  the  opinion  of  eminent  counsel  it  is  supported  by 
the  decision  of  the  Supreme  Court  of  the  United  States  in 
the  important  case  of  Tiffany  vs.  Bank  of  Missouri,  18  Wal- 
lace 413.  Mr.  Justice  Strong  who  delivered  the  opinion  of 
the  Court  in  that  case,  declared  the  intention  of  the  legis- 
lation of  Congress  was  to  confer  upon  the  National  banks 
privileges  which  should  be  at  least  equal  to  those  enjoyed 
by  the  State  banks.  But  as  we  have  seen  above  the  State 
banks  many  of  them  have  the  privilege  of  charging  a maxi- 
mum of  ten  per  cent,  without  incurring  the  penalty  of  the 
usury  laws.  It  follows,  therefore,  that  the  National  banks 
must  either  be  allowed  to  charge  ten  per  cent.,  or  that  the 
State  banks  would  enjoy  a privilege  denied  to  the  National 
banks,  so  that  the  spirit  and  intent  of  the  National  bank 
legislation  would  be  contravened  and  rendered  of  no  effect. 

This  question  in  its  present  shape  has  never  been  before 
the  U.  S.  Supreme  Court.  It  is  of  obvious  importance  to 
the  National  banks  that  it  should  be  settled  with  as  little 
delay  as  possible.  For  several  years  the  National  banks  of 
Pennsylvania  have  supposed  themselves  to  be  protected  by 
the  decision  of  the  Supreme  Court  in  the  case  above  cited, 
‘‘that  the  usury  section  of  the  National  banking  law  is  per- 
missive and  not  restrictive.”  Hence  they  supposed  that  as 
long  as  a number  of  banks  of  issue  in  that  State  were 
allowed  to  charge  ten  per  cent.,  the  National  banks  could 
not  be  denied  the  same  privilege.  This  view  of  the  law  is 

overturned  by  Judge  Ketcham’s  decision.  Whether  this 

decision  will  be  over-ruled  by  the  Supreme  Court  of  the 

United  States  remains  to  be  seen.  As  the  case  is  so  impor- 
tant, we  presume  that  the  American  Bankers*  Association 
will  take  care  that  the  earliest  means  practicable  shall  be 
adopted  to  have  the  law  finally  settled  by  the  highest  Court 
of  Appeal. 

The  second  question  raised  in  this  case  is  as  to  the 

amount  of  interest  which  in  usury  cases  can  be  recovered 
by  the  borrower  from  the  usurious  lender  of  money.  The 
law  reads  as  follows: 

“Sec.  5197.  Any  Association  may  take,  receive,  reserve,  and 
charge  on  any  loan  or  discount  made,  or  upon  any  note,  bill 
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of  exchange,  or  other  evidences  of  debt,  interest  at  the  rate 
allowed  by  the  laws  of  the  State,  Territory,  or  district  where 
the  bank  is  located,  and  no  more,  except  that  whereby  the 
laws  of  any  State  a different  rate  is  limited  for  banks  of 
issue  organized  under  State  laws,  the  rate  so  limited  shall 
be  allowed  for  associations  organized  or  existing  in  any  such 
State  under  this  title.  When  no  rate  is  fixed  by  the  laws  of 
the  State,  or  Territory,  or  district,  the  bank  may  take, 
receive,  reserve,  or  charge  a rate  not  exceeding  seven  per 
centum,  and  such  interest  may  be  taken  in  advance,  reck- 
oning the  days  for  which  the  note,  bill,  or  other  evidence  of 
debt  has  to  run.  And  the  purchase,  discount,  or  sale  of  a 
bond  fide  bill  of  exchange,  payable  at  another  place  than  the 
place  of  such  purchase,  discount,  or  sale,  at  not  more  than 
the  current  rate  of  exchange  for  sight-drafts  in  addition  to 
the  interest,  shall  not  be  considered  as  taking  or  receiving 
a greater  rate  of  interest. 

“Sec.  5198.  The  taking,  receiving,  reserving,  or  charging  a 
rate  of  interest  greater  than  is  allowed  by  the  preceding  sec- 
tion, when  knowingly  done  shall  be  deemed  a forfeiture  of 
the  entire  interest  which  the  note,  bill,  or  other  evidence  of 
debt  carries  with  it,  or  which  has  been  agreed  to  be  paid 
thereon.  In  case  the  greater  rate  of  interest  has  been  paid, 
the  person  by  whom  it  has  been  paid,  or  his  legal  representa- 
tives, may  recover  back  in  an  action  in  the  nature  of  an 
action  of  debt,  twice  the  amount  of  the  interest  thus  paid 
from  the  association  taking  or  receiving  the  same;  provided 
such  action  is  commenced  within  two  years  from  the  time 
the  usurious  transaction  occurred.*' 

It  will  be  seen  that  National  banks  if  they  charge  usuri- 
ous rates  may  be  sued  for  twice  the  amount  of  the  interest 
which  they  have  charged  to  the  borrowers.  In  the  case 
before  us  the  plaintiffs  borrowed  $500  January  30th,  1873. 
His  four  months  note  was  not  paid  at  maturity  but  was 
renewed  again  and  again  till  the  autumn  of  1874.  The  debt 
had  then  been  reduced  by  payments  to  the  sum  of  $150. 
His  second  note  of  July  9th,  1873,  for  $400,  was  renewed  till 
October,  1874.  His  third  note  of  July  1873,  for  $500,  was 
renewed  till  November  1874.  At  each  renewal  nine  per 
cent,  interest  was  paid  by  the  plaintiffs  to  the  bank.  From 
the  beginning  of  the  first  loan  to  the  end  of  the  last  renewal 
the  aggregate  interest  charged  and  paid  amounted  to 
$629.91.  On  the  part  of  the  bank  it  was  argued  that  the 
original  discount  was  never  paid  to  the  bank,  so  that  there 
could  be  no  recovery  because  no  penalty  could  possibly  be 
incurred  except  when  the  usurious  interest  was  actually 
paid. 

These  views  were  denied  by  the  Court.  It  was  held  that 
when  the  bank  obtained  judgment  against  its  debtor,  the 
plaintiffs  in  this  action,  the  judgment  for  the  purposes 
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of  this  suit  was  equivalent  to  the  payment  of  the  debt, 
although  the  bank  had  never  been  able  to  collect  its 
money  from  the  plaintiffs.  Hence  the  Court  held  that  the 
two  years  allowed  in  the  statute  for  the  commencement  of 
the  action  began  from  the  time  the  judgment  was  entered. 
Hence  it  follows  that  if  a note  was  discounted  in  1869  and 
renewed  until  1875,  and  if  in  1877  a judgment  was  entered 
against  the  maker  of  the  notes,  he  could  sue  the  bank  for 
the  penalty  without  paying  any  part  of  the  principal,  and  the 
bank  could  not  raise  a counter  claim  or  set  off  the  principal 
debt  because  the  action  was  a penal  one.  In  other  words, 
a fraudulent  swindler  who  owes  his  bank  thousands  of  dol- 
lars, and  has  no  intention  to  pay  any  part  of  the  debt,  is 
enabled  by  this  decision  to  sue  his  bank  and  recover  against 
it  the  back  interest  for  any  number  of  years  during  which 
the  bank  may  have  been  carrying  the  loan  for  him.  All 
he  has  to  do  is  to  bring  his  action  within  two  years  from 
the  time  when  judgment  is  obtained  on  his  latest  note  or 
when  payment  has  been  made  upon  it.  We  reserve  the  dis- 
cussion of  this  and  of  several  other  points  suggested  by  the 
case  under  review ; and  we  shall  try  to  find  room  for  the 
most  important  in  our  next  number. 


THE  NEW  YORK  BANKING  SYSTEM. 

Some  of  the  principal  changes  in  the  banking  system  of 
the  city  of  New  York,  after  the  general  banking  law  of  1838, 
were  due  to  the  formation  of  the  Clearing-House,  in  1853. 
The  Clearing-House  system  is  one  of  the  most  signal  improve- 
ments of  modem  finance.  By  its  agency  the  banks  in  a large 
city  are  virtually  united  for  certain  purposes,  so  as  to  become 
a single  institution.  Many  persons  speak  of  the  Clearing- 
House  Association  as  if  it  were  something  distinct  from  the 
banks  which  belong  to  it,  or  as  if  its  functions  were  very 
multifarious.  Thus  we  sometimes  hear  of  the  Clearing-House 
as  having  aided  the  Government  during  the  war,  as  the  Bank 
of  France,  and  the  Bank  of  England  have  aided  their  respec- 
tive Governments.  Now,  it  is  true,  that  the  banks  of  New 
York  and  other  cities,  did  aid  our  Government  in  negotiating 
loans  during  the  early  months  of  the  war.  It  is  also  true, 
that  these  banks  were  associated  together  in  Clearing-Houses. 
What  is  not  true  is,  that  the  proper  work  of  these  Clearing- 
Houses  is  something  else  besides  the  making  of  the  daily 
exchanges,  and  paying  the  daily  balances  between  the  banks. 
Nothing  but  the  exchanges  and  the  resulting  daily  balances 
comes  properly  within  the  functions  of  the  Clearing-House 
Associations,  of  which  we  have  about  twenty  in  this  country, 
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all  of  them  being  founded  upon  the  model  of  the  New 
York  Clearing-House. 

When  this  institution  was  organized,  fifty-seven  banks, 
between . which  daily  exchanges  had  to  be  made;  were  doing 
business  in  the  city  of  New  York,  Each  of  these  banks  was 
obliged  to  have  an  account  with  every  other  bank.  In  prac- 
tice, each  of  our  city  banks  kept  a special  clearing  ledger  of 
fifty-six  bank  accounts ; and  also  in  their  general  ledger  they 
had  an  account  with  “City  Banks,**  which  account  showed 
the  totals  of  the  fifty-six  accounts  in  the  special  city  bank 
ledger.  Thus  each  bank,  which  exchanged  with  all  its  associ- 
ates, had  to  keep  fifty-seven  open  active  accounts.  Hence 
the  whole  number  of  such  accounts,  if  all  the  banks  exchanged 
with  every  other  bank,  would  have  been  3,249  ; but  in  fact 
the  number  was  not  so  great,  inasmuch  as  there  was  not,  in 
those  days,  so  universal  an  exchange  as  at  present. 

We  have  more  than  once  had  occasion  to  describe  in  this 
Magazine,  the  details  of  the  old  method  of  performing  the 
exchanges  in  our  city  banks.  Each  institution  received  from 
its  dealers,  on  deposit,  or  in  payment  of  notes  and  other 
obligations,  checks,  drafts  and  notes  of  every  other  city  bank, 
and  also  of  banks  not  in  the  city,  if  they  redeemed  at  par 
through  some  city  bank.  At  the  close  of  each  day*s  business, 
the  funds  thus  received  were  assorted  and  arranged  together. 
The  sums  for  each  bank  were  entered  on  a separate  slip  with 
the  total  amount  of  the  debits  to  that  bank.  The  next  morn- 
ing all  the  items  were  added  which  came  by  mail ; and  for 
the  total  amount,  after  such  additions,  an  entry  had  to  be 
made  to  the  debit  of  each  bank  whose  exchanges  had  been 
increased,  so  that  the  city  bank  ledger  showed  the  complete 
total  of  the  entire  exchanges  to  be  made  upon  any  given  day. 
The  next  progress  was  to  send  the  exchanges  from  bank  to 
bank.  For  two  hours  the  tellers  and  messengers  were 
employed  in  receiving  and  delivering  them.  Before  any  bank 
could  know  the  result,  it  was  necessary  that  the  last  of  the 
exchanges  should  be  in,  and  that  at  least  fifty-six  debit  and 
credit  entries  should  be  made  on  the  books  of  each  bank,  and 
on  the  pass  books  used  in  exchanging.  In  other  words,  about 
6,500  entries  were  required  every  day  for  the  sole  purpose  of 
making  the  exchanges.  The  expense  of  this  process  and  the 
delay  involved  in  carrying  it  on  may  easily  be  calculated. 

But  this  was  not  all.  As  each  bank  became  debtor,  the 
creditor  banks  drew  for  their  balances,  and  on  Friday  of  each 
week,  the  custom  was  to  make  a final  settlement.  Every 
bank  was  of  course  a debtor  each  day  of  some  banks,  and  a 
creditor  of  others.  When  the  Friday  settlement  was  made, 
each  bank  had  to  draw  off,  in  a separate  statement,  the  city 
bank  balances  as  they  stood  after  the  exchanges  were  made. 

By  the  law  of  15th  April,  1853,  a weekly  statement  was 
required  to  be  made  to  the  public,  by  the  banks  of  New  York 
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City,  every  Tuesday  morning,  in  a newspaper  designated  by  the 
Superintendent  of  the  Banking  Department.  This  law  required 
that  the  amount  should  be  published  by  each  bank,  of  its 
average  loans  and  discounts  for  the  week  previous,  with  the 
average  amount  of  its  specie,  deposits,  and  circulation.  So 
much  attention  was  by  this  statement  attracted  to  the  specie 
reserves  of  the  banks,  that  the  practice  was  more  and  more 
adopted  of  drawing  on  each  other  without  waiting  for  the 
regular  settling  day.  Mr.  Lyman,  in  his  sketch  of  the  Clear- 
ing-House, says  ‘*  that  the  course  of  operation  was  somewhat 
as  follows  : ” 

“A  bank,  wanting  specie,  drew  on  some  other  bank  which 
owed  it  a balance  ; this  bank  paid,  probably,  with  a draft  on 
some  other  bank  which  owed  it.  Then  came  a general  draw- 
ing of  drafts,  extending  to  all  the  banks,  and  lasting  through 
the  banking  hours.  Next  came  a movement  of  specie  from 
bank  to  bank,  all  over  the  city.  Some  paid,  others  took, — 
one  or  the  other,  all  did  ; and  when  the  movement  was  over, 
they  were  just  as  near  a settlement  as  when  they  began.  All 
this  expensive  fuss  was  occasioned  often  by  a small  deficiency 
of  coin  in  some  particular  quarter. 

‘‘Often,  the  result  of  such  movement  was  a general  want 
of  confidence,  followed  by  a contraction  of  loans,  by  needless 
panics,  and  fluctuating  stock  markets.  A system  attended 
with  so  much  labor  and  uncertainty,  so  productive  of  errors, 
of  competition,  and  disagreement,  could  not  be  long  endured. 
The  want  of  some  better  system  for  the  mutual  exchanges 
and  settlements  of  the  banks,  was  generally  and  strongly  felt. 
The  General  Bank  Act  and  the  numerous  banks  to  which  it 
gave  rise,  the  passage  of  stricter  laws  in  regard  to  banking, 
and  especially  of  that  which  required  the  rendering  of  a 
weekly  statement,  tended  much  to  make  more  apparent  the 
necessity  of  some  change. 

“ But  though  bank  officers  talked  the  matter  over,  and 
though  various  schemes  and  remedies  were  suggested,  in  con- 
versation, and  through  the  papers,  nothing  effectual  was  done 
until  1853.  On  the  23d  of  August,  in  that  year,  in  obedience 
to  a call  from  the  Mechanics’  Bank,  a meeting  of  bank  officers 
was  held  to  consider  the  subject.  Sixteen  Presidents,  one 
Vice-President,  and  twenty-one  Cashiers,  were  present,  the 
representatives  of  thirty-eight  banks.  No  such  meeting  had 
occurred  for  a long  time.  Among  the  officers  of  the  older 
banks  there  were  several  who  had  not  met  for  years,  and 
quite  a number  of  the  gentlemen  were  wholly  unacquainted. 
Notwithstanding  this,  the  meeting  proved  remarkably  harmo- 
nious. The  necessity  of  some  change  in  the  prevailing  system 
was  fully  recognized,  and  a committee  was  appointed  to  con- 
sider the  subject  and  report  a plan.  A series  of  meetings 
followed,  which  resulted  in  forming  an  association  of  banks, 
and  in  the  establishment,  by  that  association,  of  the  New 
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York  Clearing-House.  The  Clearing-House  commenced  oper- 
ations under  the  direction  of  a committee  appointed  by  the 
associated  banks.  Their  names  follow : Francis  W.  Edmonds, 
Cashier  of  the  Mechanics'  Bank ; James  Punnett,  Cashier  of 
the  Bank  of  America;  Augustus  E.  Silliman,  Cashier  of  the 
Merchants'  Bank  ; John  L.  Everitt,  Cashier  of  the  Broadway 
Bank  ; Richard  Berry,  Cashier  of  the  Tradesmen's  Bank. 

‘‘  By  this  committee,  Mr.  George  D.  Lyman,  then  a teller  in 
the  Bank  of  North  America,  was  appointed  Manager  of  the 
Clearing-House,  to  be  assisted  by  two  clerks ; soon  after,  Mr. 
Jacob  Stout  was  made  Assistant  Manager. 

“ The  institution  just  organized,  has  been  in  successful  oper- 
ation from  that  time.  At  its  commencement,  there  were  fifty- 
two  banks  in  the  association,  forty-eight  of  which  are  still 
associated.  The  five  banks  which  declined  joining,  were 
small  institutions.  Two  or  three  of  them  subsequently  sought 
admission,  which  it  was  not  thought  advisable  to  grant. 

“ No  bank  can  now  do  business  unless  it  is  admitted  to  the 
Clearing-House,  or  makes  its  exchanges  through  some  bank 
belonging  to  the  association.  Such  an  arrangement  is  too 
inconvenient  to  be  extensively  adopted.  As  no  new  banks 
have  been  established  since  the  Clearing-House  began,  its 
creation  has  evidently  proved  a wholesome  check  upon  exces- 
sive banking. 

“ On  the  day  when  the  Clearing-House  began  business,  about 
twenty-seven  hundred  open  active  accounts  on  the  ledgers  of 
the  associate  banks,  were  balanced — the  most  of  them  for  the 
first  time,  and  all  of  them  finally.  The  business  which  had 
rendered  necessary  this  large  number  of  accounts,  was  thence- 
forth accomplished  more  quickly,  with  less  anoyance  to  bank 
officers,  and  with  greater  safety  to  all  concerned. 

“ While  there  was  an  immense  saving  of  time  and  labor,  the 
incidential  benefits  resulting,  far  exceeded  the  expectations  of 
those  who  projected  the  establishment.  It  has  strengthened 
the  entire  banking  system  of  the  city  ; it  tends  to  prevent 
sudden  contractions  and  expansions  ; makes  the  business  of 
banking  more  uniform,  regular,  and  safe  ; while  the  banks 
themselves  are  really  more  independent.  Each  bank  now 
regulates  its  affairs  by  the  daily  position  of  its  balances  with 
the  Clearing-House ; knowing  that  its  debtor  balances  must 
be  paid  every  day  in  full,  and  that  its  credit  balances  will  be 
received  in  the  same  way.  As  the  daily  movements  of  each 
bank  in  the  association  can  be  known  by  inspecting  the 
accounts  of  the  Clearing-House,  every  bank  knows  how  to 
govern  its  exchanges  with  its  associates,  and  may  conduct  its 
own  business  with  entire  independence  of  other  banks.  Under 
the  old  mode,  banks  had  no  means  of  knowing  each  others' 
situation.  The  Clearing-House  books  show  this,  and  are  open 
to  all  the  members.  The  value  of  such  information  must  be 
evident  to  all.  This  association  of  the  banks  g^ves  strength 
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to  them  all.  No  bank  which  does  not  mana^^e  its  business  on 
a safe  basis,  and  according  to  the  true  principles  of  banking, 
will  be  received  or  retained  by  the  association. 

“It  is  quite  clear  that  the  associated  banks  have  a great 
advantage  over  any  which  may  try  to  do  business  independ- 
ently of  the  Clearing-House.  The  daily  settlement,  in  full, 
of  balances,  is  sure  to  correct  any  tendency  among  the  asso- 
ciates, to  excessive  banking.  Such  a state  of  things  becomes 
immediately  known  to  all,  is  followed  by  loss  of  credit  and 
standing,  and,  if  continued,  by  suspension  or  expulsion  ; and 
this  is  the  same  as  utter  ruin.  Credit  is  essential  in  the  con- 
ducting of  banking  business ; and  if  a bank  has  not  enough 
of  this  essential  to  make  its  exchanges,  it  can  no  longer  do 
business,  and  must  wind  up. 

“ In  the  bank  association  of  the  New  York  Clearing-House, 
there  is  a common  bond  of  union.  All  have  an  equal  voice 
in  its  management.  All  share  alike  in  its  privileges  and  bene- 
fits. In  an  important  sense,  the  interest  of  each  is  thus  made 
the  interest  of  all.  Nor  is  it  a slight  advantage  that  it  brings 
together,  and  makes  acquainted,  the  officers  of  the  several 
banks — and  thus  leads  to  harmony  both  of  feeling  and  action. 
While  each  institution  still  seeks  for  itself  the  highest  profit 
consistent  with  security,  all  are  brought  to  feel  that  they 
have  a common  interest  in  maintaining  the  credit  of  the 
banking  system. 

“ All  must  be  aware  that  the  prosperity  of  the  city  of  New 
York,  is  largely  dependent  on  the  credit  of  its  banks. 
Through  the  facilities  which  they  afford  or  withhold,  they 
give  tone  to  its  business,  which  they  not  only  represent,  but, 
to  a great  extent,  sustain  and  control.  How  important  that 
their  management  should  be  right  and  safe  ! How  essential 
to  the  prosperity  of  a mercantile  community,  that  the  credit 
of  its  banks  should  continue  unimpaired  ! " 

Next  to  the  establishment  of  the  Clearing-House,  the  most 
important  feature  of  our  banking  system  is  the  publicity 
which  has  always  been  exacted  to  a greater  extent  than  in 
any  of  the  foreign  banking  systems.  From  a very  early 
period,  frequent  reports  were  proposed  to  be  published  by 
the  banks ; but  no  legislative  provision,  we  believe,  was  made 
for  publicity,  until  the  act  of  May  nth,  1835,  which  provided 
in  section  5,  that  the  bank  commissioner  should  have  the 
power,  and  should  be  required,  to  examine  under  oath,  the 
officers  of  all  banks  subject  to  their  supervision,  as  to  any 
offence  against  the  provisions  of  this  act,  and  shall  report  to 
the  legislature  the  names  of  any  such  corporations  as  “ should 
adopt  and  pursue  any  course  of  business  with  the  intention 
of  receiving  more  than  the  legal  rate  of  discount."  This  law 
was  directed  against  usurious  rates  of  interest,  and  the  sole 
purpose  of  the  reports  here  authorized,  seems  to  have  been 
to  establish  a check  upon  the  rate  of  interest  charged  by  the 
banks.  * 
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Eight  years  later,  the  law  of  April  i8,  1843,  first  authorized 
the  quarterly  reports  to  the  Comptroller,  who  was  required 
to  publish  said  reports  together  in  the  State  paper,  accom- 
panied with  a summary  of  the  items  of  capital,  circulation 
and  deposits,  specie  and  cash  items,  public  securities,  and 
private  securities  ; and  a separate  report  of  each  bank  was 
required  to  be  published  in  a newspaper  in  the  county  in 
which  each  bank  was  situated,  at  the  expense  of  the  bank.” 
Several  subsequent  statutes  modified  the  regulations  as  to 
each  quarterly  report.  At  length,  by  the  law  of  April  15th, 
1853,  the  weekly  reports  with  which  we  have  since  become 
so  familiar,  were  first  authorized.  The  law  limited  these 
weekly  reports  to  the  city  of  New  York,  and  soon  after  they 
began  to  be  published.  Mr.  J.  S.  Homans,  the  founder  of  this 
Magazine,  and  for  twenty  years  its  editor,  began  to  publish 
in  the  Courier  and  Enquirer^  of  which  at  that  time  he  was  the 
financial  editor,  a weekly  report,  in  the  form  of  a table,  com- 
prising the  chief  aggregates  of  all  the  banks  in  the  city,  with 
the  comparative  increase  or  decrease  in  their  several  averages 
of  specie,  circulation,  loans,  discounts,  and  deposits.  So  much 
attention  was  attracted  to  this  new  feature  of  financial  intel- 
ligence, that  soon  after  the  establishment  of  the  Clearing- 
House,  that  institution  began  to  publish  its  official  tables  of 
the  weekly  averages  of  the  New  York  banks,  which  have  been 
continued  without  interruption,  to  the  present  time.  During 
the  panic  of  1873,  there  was  some  temporary  cessation  in  the 
regularity  of  these  weekly  reports,  but  the  hiatus  has  since 
been  supplied,  and  now  our  financial  records  contain  a com- 
plete weekly  statement  of  the  averages  of  our  New  York 
bank  items,  from  1853  to  the  present  time.  So  complete  a 
record  of  the  banking  movements  has  not  been  preserved  in 
any  other  city  in  the  world.  In  the  twenty  Clearing- 
Houses  established  in  this  country,  the  records  preserved  are 
very  accurate  and  full.  But  in  those  of  Paris  and  Continent- 
al Europe,  we  believe  the  records  are  less  complete,  and  in 
the  case  of  the  London  Clearing-House,  the  publication  of  the 
Clearing-House  aggregates  was  omitted  until  1868,  and  even 
now  the  details  of  each  bank  are  suppressed,  nothing  being 
given  to  the  public  but  the  daily  and  weekly  total  of  the 
exchanges  and  balances.  The  effects  of  publicity  in  regard  to 
banking  operations,  have  thus  been  more  completly  tested  in 
this  country  than  anywhere  else. 

The  principle  of  publicity  has  been  applied  to  the  banking 
system  of  New  York  in  two  distinct  ways.  First,  by  opening 
through  the  Clearing-House,  the  books  of  every  bank  to  the 
other  banks  associated  with  it  in  the  Clearing-House ; and 
secondly,  by  opening  the  books  to  the  public,  so  far  at  least 
as  to  announce  every  week  the  aggregates  of  the  deposits, 
loans,  and  reserves,  by  means  of  which  the  safety  of  the  bank, 
its  ability  to  meet  its  liabilities,  and  its  tendencies  to  do 
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a safe  or  an  unsafe  business,  may  be  approximately  judged 
of  by  the  community.  Both  the  first  and  the  second  of  these 
forms  of  publicity  have  been  in  use  in  this  country,  although 
the  former  method  alone  has  as  yet  been  adopted  in  Europe. 
There  are  perhaps  a multitude  of  reasons  why  a greater 
amount  of  publicity  is  needful  for  the  banking  system  in  the 
United  States,  than  for  those  of  foreign  countries.  For  exam- 
ple, publicity  is  more  familiar  to  the  habits  and  character  of 
our  people,  and  more  congenial  to  our  peculiar  institutions. 
Account  for  it  as  we  will,  the  fact  is  certain  that  no  other 
branch  of  the  Anglo-Saxon  race  has  so  much  readiness  to 
accept  publicity  in  social,  financial,  and  business  affairs. 
Whether  this  be  an  advantage  in  our  National  character,  or 
whether  it  contains  in  it  the  germs  of  some  new  faults  social 
or  political,  we  leave  others  to  inquire.  All  we  are  concerned 
to  point  out  at  present  is,  that  the  American  people  do  not 
shrink  from,  but  rather  court  publicity  in  regard  to  various 
facts  and  movements,  which  in  England  and  in  Germany,  are 
rather  withheld  from  the  popular  attention  than  voluntarily 
submitted  to  it.  A more  important  reason  however,  for  the 
publicity  in  question,  is  to  be  found  in  the  enormous  losses 
inflicted  upon  the  community  in  the  early  days  of  our  bank- 
ing system,  and  in  the  popular  odium  which  was  in  conse- 
quence awakened  towards  the  banks.  This  public  hostility 
manifested  itself  in  various  ways,  and  amongst  others,  in  the 
legislative  requirements  for  publicity.  Moreover,  there  is 
little  doubt  that  an  enlightened  sense  of  expediency  operated 
to  induce  our  statesmen  to  endeavor  to  raise  up  safeguards 
against  the  abuses  of  bad  banking,  by  means  of  the  frequent 
publication  of  the  bank  accounts,  and  of  the  periodical  exam- 
inations of  the  books  and  securities  of  the  banks,  by  compe- 
tent accountants,  under  the  direction  of  the  Bank  Depart- 
ment, at  Albany.  From  what  has  been  said,  we  need  not 
wonder  that  the  arrangements  made  in  this  country  for  pub- 
licity in  regard  to  bank  statutes,  are  misunderstood  abroad, 
and  that  the  foreign  critics  of  our  banking  system,  very  often 
misjudge  and  misapprehend  them.  Our  experience  of  the 
numerous  beneficent  results  of  publicity,  is  now,  however,  too 
complete  to  lead  us  to  doubt  that  on  the  whole  the  policy  of 
submitting  bank  accounts  and  bank  solvency  to  this  impor- 
tant and  searching  test,  has  been  one  of  the  great  safeguards 
of  our  banking  stability  in  th^  State  of  New  York  during  the 
last  twenty  years. 
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THE  TRUE  FUNCTIONS  OF  BANKING. 

BY  GEORGE  WALKER. 

The  three  functions  exercised  by  the  banks  of  the  United 
States,  and  generally  speaking,  by  the  banking  institutions  of 
Europe,  namely,  receiving  deposits,  discounting  paper,  and 
issuing  circulating  notes,  grow  naturally  out  of  each  other, 
and  ought,  in  a well-regulated  bank,  to  be  mutually  depend- 
ent. I propose,  in  the  present  paper,  to  discuss  the  business 
of  loans  and  discounts,  and  may,  in  a subsequent  article,  con- 
sider the  subject  of  circulation  and  deposits.  I propose  to 
show  how  the  exercise  of  these  several  functions  leads  to  good 
or  bad  banking,  according  as  they  are  legitimately  or  illegit- 
imately followed. 

First,  however,  it  is  necessary  to  say  a few  words  respect- 
ing capital^  since  it  is  from  the  peculiar  use  made  of  capital 
in  the  production  and  distribution  of  wealth,  that  the  neces- 
sity for  banks  arises. 

Capital  used  in  production,  is  either  fixed  or  floating. 
Fixed  capital  is  invested  in  lands,  buildings,  machinery, 
mines,  canals,  railways  and  their  equipment,  telegraphs,  &c., 
all  these  being  used  in  the  creation  and  distribution  of 
wealth.  Floating  capital  is  invested  in  the  things  produced, 
whether  raw  materials,  or  articles  completed,  or  in  process  of 
completion.  It  also  pays  for  the  labor  and  other  service 
( wages  and  salaries ) necessary  to  production  and  to  the  dis- 
tribution of  products.  The  processes  of  production  are  very 
numerous  and  distinct.  Each  producer,  when  he  has  com- 
pleted his  part  of  these  processes,  desires  to  sell  his  product, 
realize  his  profit,  and  begin  again  with  fresh  materials.  The 
quicker  he  can  do  this,  and  the  oftener  he  can  repeat  it,  the 
greater  will  be  his  profit ; for,  in  a normal  state  of  things, 
each  repetition  brings  a profit.  All  the  floating  capital  which 
he  requires  is  enough  to  enable  him  to  do  this  easily,  and 
without  friction.  If  each  article  were  sold  for  cash,  as  soon 
as  completed,  and  no  store  of  raw  materials  had  to  be  kept  in 
excess  of  immediate  wants,  the  minimum  of  floating  capital 
would  be  attained ; and  if  the  fairly  estimated  profit  were 
always  realized,  the  wealth  of  the  producer  would  be  con- 
stantly increasing,  and  his  business  might  either  be  enlarged, 
or  a surplus  safely  withdrawn  for  outside  uses.  But  immedi- 
ate sale  of  products  by  the  producer,  and  immediate  pay- 
ment for  them  by  the  buyer,  are  practically  impossible.  A 
long  process  of  digestion  must  be  gone  through  with  before 
ultimate  payment  and  the  final  payer  ( who  is  the  con- 
sumer ) are  reached  ; and  consequently  the  producer  cannot 
49 
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immediately  sell,  and  the  buyer  cannot  immediately  pay. 
Markets  may  be  dull,  or  overstocked,  and  buyers  may  be 
either  slow  to  come  forward,  or  come  without  ready  money. 
Hence,  the  producer  requires  additional  floating  capital  to 
carry  his  products  till  sold  ; and  the  buyer  requires  credit 
till  he  can  get  the  means  to  pay  for  the  property  bought  by  its 
resale.  But  a sale  on  credit  is  to  the  producer,  so  far  as  the 
use  of  capital  is  concerned,  precisely  like  carrying  the  prop- 
erty without  sale.  Till  he  gets  back  the  value  of  his  pro- 
duction, he  must  depend  on  other  means  to  carry  on  his 
business.  He  must  find  the  necessary  capital  elsewhere,  or 
his  production  stops  till  payment  by  the  buyer  enables  him 
to  start  again.  But  a healthy  business  cannot  stop ; it  must 
go  on  constantly  and  evenly,  if  the  highest  economy  is  to  be 
attained.  Stoppage,  means  idle  factories,  rusting  machinery, 
unemployed  workmen.  The  friction  and  loss  incident  to 
stopping  and  starting,  would  eat  up  a large  profit,  and  would 
destroy  the  even  current  of  production  upon  which  stability 
of  prices  largely  depends.  The  producer  cannot  stop ; he 
must,  from  some  source,  get  the  money  to  go  on  with,  and 
fortunately  his  business  furnishes  the  basis  on  which  to  get 
it.  He  must  borrow  money  on  the  faith  of  the  property  sold.  He 
cannot,  it  is  true,  pledge  the  property  specifically,  for  he  has 
sold  it  and  parted  with  possession,  and  hence,  I say,  he  must 
borrow  on  the  faith^  and  not  on  the  pledge  of  it.  But  though 
he  cannot  pledge  the  property  itself,  he  pledges  what  repre- 
sents it,  namely,  the  written  promise  of  the  buyer  to  pay  the 
price  of  it  at  a fixed  future  date.  In  mercantile  language, 
he  gets  the  buyer’s  note  or  bill  discounted,  and  here  comes  in 
the  first  legitimate  function  of  the  bank^  a function^  which  underlies 
all  its  operations^  and  is  the  touchstone  of  the  regularity  of  its  busi- 
ness. 

To  reduce  it  to  a definition  or  formula,  I should  say,  that 
the  first  and  most  important  function  of  a bank  is,  by  the 
use  of  the  capital  which  it  controls,  to  bridge  over  the  periods 
of  credit  which  necessarily  intervene  between  production  and 
consumption,  in  such  a manner  as  to  give  back  to  each  pro- 
ducer or  middleman,  as  quickly  as  possible,  the  capital 
invested  by  him  in  such  products,  in  order  that  he  may  use 
it  over  again  in  new  production  or  new  purchases.  In  this  way 
the  interruption  of  business,  which  would  be  a public  as  well 
as  a private  loss,  is  avoided.  Thus  defined,  banking  is  not 
only  one  of  the  most  useful,  but  it  is  also  one  of  the  most 
safe  and  healthy  of  business  operations.  Its  safety  lies  in  the 
fact  that  every  loan  of  the  character  described,  is  based  on 
property  of  intrinsic  value ; and  it  is  the  property  which,  in  the 
last  resort,  pays  all  the  loans  predicated  upon  it,  in  its  prog- 
ress of  transmission  from  the  producer  to  the  consumer.  It 
gathers  value  as  it  goes,  by  the  addition  of  all  intervening 
profits  incident  to  handling  and  resale,  and  on  final  sale 
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the  consumer  pays  the  first  cost  and  all  those  profits  added 
to  it.  This,  of  course,  is  upon  the  supposition  that  the  trans- 
actions have  been  fairly  profitable.  In  the  case  supposed,  the 
property  has  been  the  real  debtor  throughout,  and  the  real 
payer  of  the  discounts.  It  has  purchased  the  paper  which 
was  the  subject  of  each  discount  in  succession,  and  has 
finally  been  exchanged  with  the  consumer  for  the  cash 
which,  in  effect,  pays  them  all.  The  several  makers  of 
the  paper,  though  debtors  in  form,  are  only  insurers  or 
guarantors  in  fact.  They  pledge  their  respective  property  to 
the  payment  of  the  loans ; but  the  primary  and  generally 
sufficient  pledge  is,  the  property  for  which  the  notes  are 
given.  The  wealth  of  the  makers  is  a necessary  margin  or 
guaranty,  because  the  property  sold  may  be  destroyed,  or  the 
value  may  fall,  or  some  one  of  its  successive  holders  may,  by 
misfortune  or  fraud,  divert  its  proceeds  from  their  legitimate 
application,  namely,  payment  to  the  last  seller.  In  a great 
majority  of  cases,  however,  no  such  contingency  happens,  and 
the  guaranty  is  not  resorted  to.  The  intervening  profits  are 
an  additional  safeguard,  inasmuch,  as  each  party  when  he  sells, 
ought  to  receive  a larger  note  than  he  gave  when  he  bought 
the  goods. 

From  this  analysis  of  the  origin  of  bank  discounts 
it  will  be  seen,  that  the  common  maxim  among  bankers, 
that  the  safest  loans  are  on  mercantile  paper,  is  not  only 
justified  by  experience,  but  rests  upon  the  simplest  and 
clearest  scientific  principles. 

In  the  reign  of  the  first  Napoleon,  France  had  a very 
enlightened  finance  minister  in  M.  Mollien.  In  advising  the 
emperor  as  to  the  proper  administration  of  the  Bank  of 
France,  Mollien  laid  great  stress  upon  the  principles  which 
I have  just  enunciated.  ‘‘  He  undertook  to  show  that  no  dis- 
count is  regular,  except  that  of  genuine  bills  of  exchange, 
given  in  settlement  of  a completed  transaction,  in  which  three 
parties*  have  cooperated,  and  by  means  of  which  the  accept- 
or is  put  in  possession  of  property  of  actual  value,  equal  to 
the  amount  of  his  acceptance.” 

‘‘The  discount  of  genuine  bills  of  exchange,  which  repre- 
sent the  products  of  l^or^  which  the  wants  of  consumers  have 
called  into  being,  and  which  their  savings  are  adequate  to 
purchase,  ought  to  be  exclusively  preferred  by  banks ; it  is  the 
real  pivot  of  their  organization.” 

“ He  reproached  the  Bank  of  France  with  paying  too  little 
attention  to  the  discounts  of  genuine  bills  of  exchange  guar- 
anteed by  merchandise  in  store,  which  was  in  demand  for 

’^The  three  parties  are,  the  drawer,  the  payee,  and  the  acceptor.  When  the  buyer  g^'ves  his 
note  instead  ol  a bill  of  exchange  on  a thi^  party,  ( as  is  more  frequently  the  practice  in  cer- 
tain parts  of  this  county,)  the  property  is  pled^d  indirectly,  and  only  two  parties  engan  in 
the  transaction,  while  in  the  case  of  a bill  drawn  on  the  acceptor,  who  is  also  the  consi^ee 
of  the  property,  ( as  is  the  practice  in  the  cotton,  main,  and  provision  trades,)  the  pledge  is 
specific,  and  the  paper  is  paid  out  of  the  proceeds  of  sale. 
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consumption,  and  which  the  income  of  the  consumers  was 
adequate  to  pay  for.” 

Keeping  in  mind  the  definition  already  given,  and  which  I 
now  repeat,  that  the  true  function  of  banking  is  to  bridge 
over  the  periods  of  credit  which  necessarily  intervene  between 
production  and  consumption,  by  immediately  advancing  on 
the  faith  of  the  property,  to  each  producer  and  middleman, 
his  capital  invested  in  the  product,  and  his  profit  earned  in 
producing  or  handling  it,  it  is  easy  to  analyize  and  to  test  all 
loans  and  discounts  of  a different  sort  which  banks  are  in  the 
habit  of  making.  The  loans  which  come  the  nearest  in  prin- 
ciple to  those  embraced  in  the  definition,  are  such  as  are 
made  upon  the  specific  pledge  of  property,  although  not  yet 
sold.  These  may  be  strictly  legitimate,  or  highly  speculative, 
according  to  circumstances.  When  property  is  on  its  way  to 
a market,  with  the  certainty  or  probability  of  early  sale, 
according  to  a well  established  course  of  trade,  it  is  strictly 
legitimate  to  loan  upon  it,  if  the  loan  is  made  with  a proper 
margin.  Of  this  character  are  all  bills  of  exchange  drawn 
against  produce  or  merchandise,  consigned  for  sale,  either  in 
the  home  or  foreign  market.  If  accompanied  by  a specific 
• pledge  of  the  property,  they  are  called  documentary  bills ^ 
because  the  title  is  authenticated  by  bills  of  lading,  and  pro- 
tected by  policies  of  insurance,  which  accompany  the  paper. 
The  merchandize  is  sold  “for  account  of  whom  it  may  con- 
cern,” that  is  to  say,  for  account  of  the  bill-holder  first,  and  of 
the  owner  of  the  property  afterwards.  A very  large  part  of 
the  grain,  produce,  cotton  and  tobacco  business  of  this  country 
is  transacted  by  means  of  documentary  bills.  They  have  often 
little  else  than  the  value  of  the  property  to  depend  upon,  the 
drawers  and  acceptors  being  only  middlemen,  or  factors  of 
small  responsibility.  If  the  property  is  of  a staple  character, 
always  saleable  at  a price,  and  the  advances  are  sufficiently 
below  its  value,  such  bills  make  very  desirable  paper,  for  the 
reasons  already  given,  that  they  do  not  depend  on  the  sol- 
vency, or  even  the  good  faith  of  the  parties,  the  property 
itself,  authenticated  by  its  title  deeds,  being  the  real  security. 
Foreign  bankers  make  their  profit  very  largely  in  buying  doc- 
umentary bills  at  one  rate,  and  selling  their  own  plain  bills 
at  a higher  rate;  but  it  requires  large  capital  and  established 
credit  to  make  a market  for  bankers’  bills.  In  recent  years  the 
margin  of  profit  has  been  very  small,  and  the  liability  incur- 
red in  making  it,  is  immense,  as  both  the  bills  purchased 
and  those  sold  have  to  bear  the  banker’s  signature.  Foreign 
bills  are  not  usually  dealt  in  by  American  bankers,  except  in 
the  Southern  cities,  where  cotton  and  tobacco  are  often  con- 
signed directly  to  a foreign  market.  The  same  is  probably 
true  to  some  extent,  in  the  grain  handling  cities  of  the  West, 
and  in  California.  It  hardly  pays  to  discount  foreign  bills 
and  send  them  abroad  for  collection  and  remittances  of  pro- 
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ceeds.  To  deal  profitably  in  them,  a bank  must  draw 
exchange,  as  well  as  buy  it,  and  the  business  of  drawing  is 
almost  exclusively  in  the  hands  of  private  bankers,  and  of  the 
representatives  of  European  or  Canadian  banks.  It  has 
always  been  a surprise  to  me  that  some  of  the  larger  New 
York  banks  have  never  competed  for  this  business.  They 
possess  in  a high  degree  the  most  important  qualifications 
necessary  to  a good  drawer  of  exchange.  They  have  an  ade- 
quate, known  capital,  make  and  publish  periodical  reports,  are 
examined  by  official  experts,  and  are  conservatively  managed 
by  officers  and  directors  conspicuous  for  their  wealth,  expe- 
rience, and  probity.  Some  of. them  have  existed  for  a long 
time,  and  have  acquired  that  wide-spread  reputation  which  is 
a first  requisite  in  a drawer  of  foreign  bills.  Such  a partici- 
pation in  foreign  business  on  the  part  of  the  incorporated 
banks,  would  have  this  further  advantage,  that  the  J^anking 
of  this  country  would  be  thus  allied  more  closely  with  the 
banking  and  financial  operations  of  the  rest  of  the  world.  At 
present  there  is  too  great  ignorance  of,  and  too  little  regard 
paid  to  what  is  going  on  in  the  monetary  world  abroad.  It 
is  not  considered  a necessary  part  of  an  American  banker’s 
education  to  study  foreign  banking  and  finance,  and,  as  a con- 
sequence, all  the  profit  vrhich  the  banking  business  should 
properly  derive  from  foreign  commerce,  is  turned  over  to 
private  individuals,  largely  foreigners,  or  to  the  representa- 
tives of  more  sagacious  and  cosmopolitan  foreign  institutions. 
One  obstacle  to  engaging  in  foreign  banking,  by  the  incor- 
porated banks,  is  the  great  subdivision  of  capital,  and  the 
smallness  of  the  amount  controlled  by  any  one  institution. 
In  the  prevailing  haste  to  reduce  capital  in  order  to  escape 
taxation,  this  obstacle  is  growing  greater  rather  than  less. 

Besides  loans  on  specific  property  consigned  for  sale,  banks 
often  lend  on  property  withheld  from  market  for  a better 
price.  Such  withholding  is,  of  course,  speculative,  and  the 
loans  are  more  or  less  tainted  with  that  quality.  They  are 
not  always  to  be  condemned,  but  they  should  be  made  with 
great  caution,  and  not  relied  upon  to  meet  the  bank’s  imme- 
diate liabilities.  Enough  available  means  should  always  be 
held  in  cash,  and  in  perfectly  reliable  short  paper,  certain  to 
be  paid  at  maturity,  to  cover  circulation  and  deposits.  Cap- 
ital and  surplus,  when  not  absorbed  in  government  bonds,  ( as 
is  largely  the  case  with  that  of  the  National  banks,)  may  be 
lent  on  longer  and  less  convertible  security.  Convertibility, 
however,  is  the  first  requisite  in  the  collaterals  to  a loan. 

The  moment  such  collaterals  are  inadequate  to  protect  the 
loan  by  a forced  sale,  the  debt  becomes  unsafe.  The  objec- 
tion to  loans  on  property  not  sold  or  consigned  for  sale,  is 
that  they  have  no  natural  maturity,  and  however  ample  the 
collaterals,  they  are  essentially  accommodation  loans,  and 
have  often  to  be  inconveniently  prolonged.  The  test  of  sound- 
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ness  in  a bank  is  the  speed  with  which  it  could  liquidate, 
and  return  its  capital  to  stockholders. 

If  loans  and  discounts  could  be  kept  within  the  limits 
which  I have  thus  far  described,  banking  would  be  a very 
safe  and  easy  business  ; but  it  is  nearly  impossible  to  avoid 
a class  of  transactions  of  a far  more  questionable  character  ; 
and  when  banks  fail,  or  lose  heavily,  it  is  almost  always 
because  questionable  loans  have  become  the  rule  instead  of 
the  exception,  in  their  business.  The  quality  of  converti- 
bility has  been  gradually  lost  sight  of  ( usually  in  the 
greedy  pursuit  of  high  rates  of  interest),  and,  little  by  little, 
the  assets  have  become  tied  up  in  a harder  and  harder 
knot.  Commonest  among  objectionable  loans  are  those 
on  personal  security,  and  accommodation  paper  without 
collaterals — such  as  is  not  the  outgrowth  of  any  business 
transaction,  out  of  the  completion  and  fruition  of  which,  the 
means  of  payment  will  be  derived.  Loans  made  for  the  pur- 
chase or  improvement  of  real  estate,  whetiher  productive  or 
speculative;  loans  to  provide  quick  capital  for  corporations, 
or  for  individual  business,  are  not  only  very  objectionable, 
but  unfortunately  also  very  common.  However  strongly  forti- 
fied by  names,  they  are  always  reluctantly  paid,  and  often 
the  cause  of  anxiety  and  trouble.  It  is  entirely  outside  of 
the  province  of  legitimate  banking  to  furnish  money  for  such 
purposes.  Investments  should  be  the  result  of  savings,  and  it 
is  very  unwise,  either  for  an  individual  to  anticipate  his  sav- 
ings by  loans  at  short  maturity,  or  for  a bank  to  help  him 
to  do  so.  So  of  quick  capital;  I have  shown  that  all  busi- 
ness requires  it,  and  it  should  be  greater  or  less  according  to 
the  business.  It  is  the  margin  which  protects  from  disaster, 
and  guarantees  success.  It  is  no  part  of  a bank’s  business  to 
lend  that  margin.  By  so  doing,  it  takes  on  itself  the  risk 
which  belongs  to  the  customer,  and  which  is  the  strongest 
incentive  to  prudence.  Its  duty  to  him,  and  its  proper  rela- 
tion to  his  business,  begin  and  end  with  turning  his  pro- 
ducts into  cash,  as  soon  as  they  are  sold — converting  his 
credit  sales  into  cash  sales,  and  thus  reducing  the  necessary 
amount  of  his  floating  capital  or  margin,  without  assuming 
to  provide  that  margin. 

A class  of  loans  which  has  done  more  than  any  other  to 
bring  our  banking  institutions  to  g^ef  within  the  last  twenty 
years,  is  that  on  railroad  bonds.  There  is  no  danger  that 
this  mischief  will  be  repeated  in  the  early  future,  but  it  is 
still  pertinent,  in  spite  of  all  that  has  been  said  and  written 
about  it,  while  the  experience  is  fresh  and  painful,  to  point 
out  the  reason  why  such  loans  were  disastrous,  and  to  indi- 
cate the  inherent  quality  which  made  them  so.  This  leads 
me  to  sav  a few  words  about  commercial,  or  perhaps  I 
should  ratner  say,  financial  crises,  and  the  steps  which  lead  to 
them.  The  soundest  maxims  and  practices  prevail  in  the 
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business  world  after  a crisis  and  liquidation.  Convalescence 
and  repentance  go  hand  in  hand,  the  world  over.  When 
business  is  fairly  resumed,  in  the  good  time  now  coming, 
we  shall  see  every  class  of  business  men  proceeding  with  the 
greatest  caution.  Miners  and  manufacturers  will  be  careful 
not  to  overstock  the  market ; merchants  will  sell  on  short 
credit,  and  scrutinize  the  means  and  character  of  their  cus- 
tomers ; banks  will  keep  their  money  in  the  till,  rather  than 
make  doubtful  loans ; investors  will  be  content  with  a low 
rate  of  interest,  so  long  as  the  security  is  undoubted  ; specu- 
lation and  the  speculator  will  be  read  out  of  all  decent  soci- 
ety ; and  the  men  who  get  up  pools  and  comers  will  be 
avoided  by  all  who  need  credit  and  are  careful  of  their  repu- 
tation. Contentment,  economy,  and  good  morals  will  pre- 
vail, and  for  a time,  we  shall  constitute  a model  society.  But 
by  and  by,  we  shall  tire  of  too  much  virtue  ; the  wheels  of 
industry  and  exchange  will  move  more  rapidly  ; competition 
will  be  sharper ; accumulating  profits  will  encourage  more 
luxurious  living ; luxury  will  multiply  wants  faster  than  the 
increase  of  means ; higher  profits  will  be  demanded  and 
greater  risks  will  be  assumed  to  realize  them ; speculation, 
which  is  oftener  the  offspring  of  artificial  wants  than  of  the  love 
of  gambling  for  its  own  sake,  will  take  the  place  of  slow  and 
plodding  industry.  This  will  be  the  progp*ess  of  things  in  one 
direction.  A progress  more  potential,  and  not  less  dangerous, 
will,  at  the  same  time,  go  on  in  another.  Capital  accumulates 
more  rapidlly,  in  prosperous  seasons,  than  the  chances  which 
offer  for  its  employment.  Surpluses  accumulate,  and  with 
them  the  channels  of  investment  widen.  The  first  use  of  a 
surplus  is  to  increase  reproductive  capital ; but  there  is  a 
limit  to  the  use  of  such  capital.  To  augment  it  too  rapidly 
would  lead  to  over  production  and  over-trading,  and  these 
will  inevitably  occur  before  capital  consents  to  seek  remoter 
and  slower  resting  places.  But  seek  them  ultimately,  it  must 
and  ought,  for  otherwise  civilization  would  cling  to  its  old 
centers,  and  the  extremities  would  never  be  opened  up  or 
enriched.  This  process  involves  the  conversion  of  floating  into 
fixed  capital,  or  to  use  the  more  expressive  European  phrase, 
the  immobilization  of  capital.  Capital  arising  from  the  profits 
of  business,  and  invested  in  lands,  buildings,  factories,  rail- 
ways, mines,  and  furnaces,  is  thus  immobilized.  The  degp*ee 
of  immobilization  is  gp*eater  or  less,  according  as  the  result- 
ing revenue  from  the  investment  is  more  or  less  remote.  If 
a quick  return  is  yielded,  and  that  return  does  not  involve 
over-production,  the  proceeding  is  wise  and  healthy.  If,  on 
the  other  hand,  the  return  is  uncertain,  or  very  remote,  there 
is  great  danger  that  capital,  instead  of  being  immobilized 
merely,  may  be  absolutely  lost.  It  is  rarely  possible  to  com- 
pute, with  accuracy,  the  cost  of  a great  undertaking,  or  fore- 
tell the  period  of  its  fruition.  The  disposition  to  spread  pres- 
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ent  means  over  a great  deal  more  ground  than  it  can  fairly 
fructify,  is  as  universal  as  the  disposition  among  farmers  to 
cultivate  too  much  land. 

Now  let  us  apply  these  principles  to  our  past  railway 
constructions.  The  two  dangerous  elements  to  which  I have 
adverted,  speculation  seeking  illegitimate  profits,  and  surplus 
capital  driven  to  seek  remote  investments,  cooperated  to 
make  it  what  it  was.  Men  without  capital  did  most  of 
the  speculating,  men  with  more  capital  than  they  knew 
how  to  employ  profitably,  furnished  the  means.  But  the 
means  available  proved  to  be  sadly  inadequate  to  the 
undertaken  schemes.  It  became  soon  apparent,  in  almost 
all  cases,  that  to  save  the  surplus  first  invested,  the  capital^ 
vital  to  business,  must  be  encroached  on.  Thus,  little  by 
little,  the  working  capital  of  the  country — not  its  savings, 
but  its  life — was  drawn  into  the  fatal  vortex.  This  working 
capital  is  like  the  grease  which  greases  the  wheels  of  the 
farmer’s  wagon.  If  not  seasonably  supplied,  the  heated 
axle  utters  its  notes  of  alarm,  and  if  this  goes  unheeded, 
the  wheel  is  set  fast  and  the  vehicle  is  stopped.  The 
wholesale  construction  of  railways  on  credit,  was  a business 
of  which  the  country  had  no  experience,  and  this  is  the  only 
excuse  for  the  gross  violation  of  sound  business  principles 
which  it  involved.  The  banks  were  no  wiser  than  the  people. 
They  began  to  lend  moderately,  on  the  security  of  railway 
bonds,  before  railways  had  been  discredited,  and  when  they 
had  a surplus  of  capital  to  lend  ; and  they  ended  by  lending 
immoderately  on  the  same  security,  after  its  treacherous 
character  had  been  disclosed,  in  the  vain  struggle  to  save 
their  past  loans,  or  to  assist  customers  whom  they  were 
unwilling  to  see  go  to  the  wall.  Very  largely  also  in  1871-2, 
and  ’73,  they  lent  to  railways,  on  railway  securities  for  the 
sake  of  illegitimate  interest,  by  which  I mean,  not  such  rates 
as  merely  violate  the  usury  laws,  but  such  as  no  healthy 
business  ever  did  or  ever  can  pay.  They  were  lending  to  a 
spendthrift  heir  on  the  doubtful  security  of  a post-obit  bond. 
There  is  no  danger  that  this  folly  will  be  repeated  in  our 
time,  but  there  are  always  snares  set  for  the  unwary,  and  the 
next  decade  will  doubtless  disclose  its  own  peculiar  tempta- 
tions, and  a period  of  prosperity  will  hardly  escape  the  usual 
dismal  ending.  There  is  a class  of  loans  which  still  remains 
to  be  considered,  loans  at  call.  These  properly  belong  to  the 
discussion  of  deposits,  and  in  that  connection,  I shall  endeavor 
to  discuss  them  in  a future  paper. 
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BANKING  IN  CALIFORNIA. 

BY  GEORGE  R.  GIBSON. 

On  the  19th  day  of  January,  1849,  gold  was  discovered  in 
California  and  the  initial  impulse  thereby  given  to  the  west- 
ward drift  of  Empire.  This  was  one  month  before  the  treaty 
of  Guadalupe  Hidalgo  was  signed  and  five  and  a half 
months  before  the  American  title  to  California  was  confirmed. 
No  event  within  the  last  century  has  exerted  a more  power- 
ful influence  upon  the  money  and  labor  markets  of  the 
world  than  the  discovery  of  gold  in  California.  It  vastly 
augmented  the  world’s  stock  of  precious  metals,  increased 
wages,  rents  and  prices,  and  generally  infused  new  life  and 
vigor  into  the  channels  . of  trade  throughout  Christendom. 
Gifted  in  addition  with  a marvelous  combination  of  soil 
and  climate,  and  valleys  rich  as  the  Garden  of  Hesperides, 
California  has  become  one  of  the  greatest  producers  and 
exporters  of  bread  stuffs  in  the  world.  San  Francisco,  located 
upon  a splendid  land-locked  harbor,  and  favored  with  an 
equable  climate,  has  sprung  up  within  the  last  thirty  years 
from  a rude  trading  post  to  an  elegant  city  of  300,000  popu- 
lation. It  is  to  California  what  Paris  is  to  France,  the 
metropolis  of  its  wealth,  commerce,  fashion  and  thought. 
For  this  reason  what  is  here  said  concerning  banking  will 
chiefly  relate  to  San  Francisco. 

The  first  banking  house  established  in  San  Francisco  was 
on  January  9th  1849,  under  the  firm  name  of  N^glee  and 
Sinton,  as  a bank  of  exchange  and  deposit.  At  the  close 
of  the  year  five  private  banks  were  in  operation.  Previous 
to  their  establishment,  mercantile  houses  provided  with  safes 
and  chests  had  done  a sort  of  primitive  and  embryotic  bank- 
ing business. 

Within  four  months  after  the  “diggings”  were  fairly 
opened,  gold  dust  to  the  value  of  $850,000  was  sent  to 
San  Francisco  to  purchase  mining  supplies,  but  as  it  was 
more  a Jesuitical  mission  than  a trading  post  the  supply  of 
merchandise  proved  inadequate.  The  exorbitant  prices  then 
paid  for  goods  in  store  induced  large  shipments  hither  on 
speculation,  the  market  became  glutted,  and  prices  fell  as 
much  below  their  actual  value  as  they  had  been  above  it. 
In  1850  Naglee  closed  his  doors  owing  to  this  pressure,  and 
a “run,”  the  first  recorded  in  the  financial  history  of  Cali- 
fornia. In  1851  Wells  & Co  suspended.  That  was  pre- 
eminently a wild  and  speculative  period,  and  the  banks  lived 
in  an  atmosphere  entirely  uncongenial  to  a healthy  existence 
and  the  wonder  is  that  they  survived  so  well. 
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The  elasticity  of  nature  soon  caused  a revival  of  confidence 
and  San  Francisco  rose  again  on  the  top  wave  of  speculation 
and  prosperity.  General  Sherman  in  his  “ Memoirs  ” thus 
depicts  the  city  upon  his  arrival  in  1852 ; — “ Everybody 
seemed  to  be  making  money  fast;  the  city  was  rapidly 
extended  and  improved ; people  paid  three  per  cent,  a month 
interest  without  fail  and  without  deeming  it  excessive.” 
From  all  accounts  banking  at  that  time  rested  upon  a-  pre- 
carious footing,  adequate  security  was  difficult  to  obtain  and 
• the  high  rates  of  interest  were  scarcely  commensurate  with 
the  risk.  Moreover  the  banks  were  drained  of  their  deposits 
every  fortnight  for  transmission  abroad  by  the  semi-monthly 
steamers.  The  business  fabric  was  erected  upon  a false  and 
fictitious  basis,  and  the  roseate  dreams  of  a modem  El  Dorado 
were  to  be  rudely  dispelled  by  a collapse  of  credit.  On 
Jany  i8th  1854,  Adams  & Co.  had  a “run”  made  upon  them, 
but  after  paying  out  $416,000  it  subsided.  Between  1853-5 
the  principal  banking  houses  were  Page,  Bacon  & Co.,  Adams 
& Co.,  Burgoyne  & Co.,  Davidson  & Co.,  Wells,  Fargo  & Co. 
and  Lucas,  Turner  & Co.  Page,  Bacon  & Co.  were  by  all 
means  the  leading  bankers  in  the  State,  and  were  a branch 
of  Page  & Bacon  of  St.  Louis,  one  of  the  most  influential 
houses  in  the  U.  S.  Early  in  the  winter  of  1855  some  drafts 
of  the  St.  Louis  house  went  to  protest  in  New  York,  and 
when  the  steamer  arrived  in  San  Francisco  Feby  17th,  this 
fact  was  communicated  to  the  public.  The  report  spread  like 
wildfire,  precipitating  a “run”  upon  Page,  Bacon  & Co.  to 
which  they  succumbed.  Lucas,  Turner  & Co.,  managed  by 
W.  T.  Sherman,  survived  the  panic  which  ensued,  but  most 
of  the  institutions  went  down. 

From  this  time  forward  for  twenty  years  the  current  of 
California’s  banking  interest  flowed  on  with  increasing 
volume  and  calm  tranquility  until  it  reached  the  verge  of  a 
financial  Niagara  in  1875.  During  these  two  decades  the 
banking  system  was  elaborated  and  freed  from  many  of  its 
crudities.  Large  sums  of  foreign  capital  were  invested  and 
some  private  concerns  became  merged  into  corporate  estab- 
lishments. One  of  the  most  notable  events  was  the  founda- 
tion of  the  Bank  of  California  which  was  incorporated  June 
15th  1864,  and  began  business  July  ist,  at  the  comer  of 
Washington  and  Battery  Streets,  with  D.  O.  Mills  as  Presi- 
dent, W.  C.  Ralston  as  Cashier,  and  a capital  of  $ 2,000,000. 

^ On  July  ist  1866  the  capital  was  increased  to  $5,000,000,  and 
7 on  June  27th  1867  the  office  was  removed  to  the  present 
handsome  edifice,  corner  of  California  and  Sansome  Streets. 
The  Pacific  States  enjoyed  an  enviable  immunity  from  those 
adverse  influences  which  affected  the  Atlantic  States  during 
the  pivil  war.  They  escaped  the  incubus  of  a fluctuating 
paper  currency,  by  their  persistent  adherence  to  the  gold 
basis,  and  determination  to  ignore  the  financial  system  insti- 
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tuted  by  Secretary  Chase.  California  discharged  all  debts 
and  contracts  payable  in  the  East,  in  gold,  at  rapidly  advanc- 
ing figures  deriving  all  the  benefits,  accruing  to  a foreign 
nation.  The  construction  of  the  trans-continental  railroad  and 
telegraph  opened  out  new  regions  to  commercial  enterprise, 
and  furnished  a connecting  link  in  the  chain  of  the  world's 
commerce  which  found  its  natural  highway  through  the  por- 
tals of  the  Golden  Gate.  A prosperous  agriculture  and  fresh 
discoveries  of  silver  in  the  Washoe  mines,  required  increased 
maritime  facilities  to  transport  treasure  and  breadstuffs  to  the 
four  quarters  of  the  globe.  The  year  1875  dawned  with  the 
most  auspicious  promise  for  unabated  prosperity.  It  was  so 
abroad,  but  the  ^eatest  bank  losses  of  modem  times  occurred 
that  year  both  in  Europe,  and  America.  During  the  year  the 
Strousberg  failure  in  Russia  and  Germany  involved  many 
smaller  banks  in  disaster,  but  particularly  the  Commerce  and 
Loan  Bank  of  Moscow.  The  failure  of  the  Collies  and  the 
Aberdeen  Iron  Company  in  England,  and  contingent  suspen- 
sions caused  extensive  losses  to  all  the  leading  joint  stock 
banks  of  London.  In  the  United  States,  statistics  show  the 
commercial  failures  in  1875  to  have  been  fifty  per  cent,  in 
excess  of  1873,  the  burden  of  which  was  eventually  borne  by 
the  American  banks.  It  was  a sort  of  renaissance  period,  and 
favored  as  was  California  she  could  not  escape  entirely. 

During  the  summer  of  1875  the  high  price  of  gold  in  the 
East  induced  many  merchants  to  anticipate  their  payments 
and  buy  largely  for  prospective  trade.  The  shipments  East  of 
specie  were  accordingly  $22,000,000  as  against  $3,000,000  the 
preceding  year  during  the  same  period.  In  addition  the  high 
price  of  wheat  absorbed  several  millions  for  its  movement, 
and,  as  was  currently  reported,  certain  parties  had  locked  up 
considerable  coin.  On  Tuesday,  August  24th,  a decline  was 
observed  all  along  the  line  of  mining  shares.  On  Wednesday 
it  continued,  culminating  in  a crash  on  Thursday.  The 
mining  interest  ramifies  throughout  the  whole  financial  system 
of  the  State  and  exercises  a very  perceptible  influence  upon 
the  local  money  market. 

The  Bank  of  California  had  been  an  active  promoter  of 
mining  developments,  and  was  the  banker  for  the  leading 
brokers.  Mr.  Ralston,  its  President,  had  been  violently 
assailed  by  two  daily  journals  and  as  vigorously  defended  by 
others.  It  was  whispered  that  his  bank  had  locked  up  two 
millions  of  its  funds  in  New  Montgomery  Street,  a million  and 
a half  in  the  Kimball  Manufacturing  Company  and  Woolen 
Mills,  and  had  probably  made  some  losses. 

It  is  difficult  to  say  just  what  conditions  are  necessary  to 
develop  the  bud  of  distrust  into  a full  blown  panic,  but  in 
this  instance  unmistakable  symptoms  of  a “run"  on  the 
Bank  of  California  were  manifested  on  Thursday  August  26th . 

During  the  day  it  paid  out  about  fourteen  hundred  thous. 
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and  dollars  and  was  obliged  to  close  its  doors  at  a quarter 
to  three  o'clock.  The  National  Gold  Bank  and  Trust  Com- 
pany suffered  a “ run  " during  the  afternoon,  keeping  open 
their  doors  until  four  o'clock,  having  paid  out  nearly  a mil- 
lion of  dollars.  The  following  morning  notice  was  given  that 
this  bank  would  not  open,  but  depositors  could  have  assets 
to  the  amount  of  their  respective  credits.  The  Savings  Banks 
issued  a joint  notice  requiring  the  usual  thirty  days'  notice 
before  withdrawal  of  deposits. 

The  intervening  night,  instead  of  quieting,  inflamed  the 
public,  for  they  had  time  to  realize  the  import  of  the  Bank 
of  California  failure.  This  institution  had  so  won  their  con- 
fidence and  sympathy,  it  was  so  intimately  identified  with  all 
the  interests  and  industries  of  the  coast,  that  it  was  regarded 
with  pride  as  a Gibraltar  of  security  and  a monument  of 
imperishable  credit. 

The  morning  sun  of  August  27th  rose  upon  San  Francisco's 
“ Black  Friday,”  when  the  crucial  test  was  to  be  applied  to 
the  banking  system  of  the  city.  By  eight  o'clock  California 
Street  and  contiguous  thoroughfares  were  filled  with  a nervous 
and  struggling  mass  of  humanity  impatiently  awaiting  the 
opening  hour.  When  it  arrived,  the  Merchants*  Exchange  Bank 
posted  a notice  that  in  consequence  of  the  difficulty  of  get- 
ting coin,  it  would  temporarily  remain  closed.  The  London 
and  San  Francisco  Bank  and  the  Anglo-Califomian,  operating 
under  British  charters,  but  managed  by  well-known  California 
bankers  of  pronounced  ability,  bore  the  brunt  of  the  attack, 
showing  themselves  to  be  masters  of  the  situation.  Transfers 
of  gold  to  these  banks  from  the  Sub-Treasury  were  made  by 
telegraph,  and  were  exhibited  to  anxious  depositors  to  quiet 
their  apprehensions.  During  the  day  the  stockholders  and 
trustees  of  the  Bank  of  California  were  viewing  the  wreck 
and  holding  an  inquest  over  its  ruins.  W.  C.  Ralston  its 
President,  and  to  whose  mistakes  its  collapse  was  due,  was 
requested  to  and  did  resign  his  office.  After  deeding  all  his 
property  to  Senator  Sharon  in  trust,  he  left  the  bank  about 
three  o'clock,  homeless,  friendless  and  penniless.  He  walked 
hurriedly  up  to  North  Beach,  and  entered  the  water,  whether 
for  a bath  or  for  the  purpose  of  seeking  oblivion  from  his  grief 
can  never  be  known.  He  was  brought  out  a corpse,  and  the 
intelligence  of  his  tragic  death  cast  a pall  of  gloom  upon  the 
city  whose  citizens  loved  him  so  well,  with  all  his  faults. 
The  following  Monday  was  collection  day  or  steamer  day, 
when  all  mercantile  balances  were  to  be  adjusted.  This  cus- 
tom and  the  use  of  book  credits  instead  of  notes,  are  relics 
of  an  early  day,  and  are  objectionable  by  reason  of  produc- 
ing a periodic  semi-monthly  stringency.  The  day  came  and 
went;  mutual  forbearance  was  exercised  and  confidence  was 
restored.  In  1873  the  association  of  the  New  York  banks  and 
of  those  in  many  of  the  Eastern  cities  and  the  use  of  the 
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Clearing-House  certificates,  probably  averted  a general  sus- 
pension. In  San  Francisco  there  was  no  union  of  resources, 
no  Clearing-House  and  each  bank  stood  on  its  own  merits. 

On  the  I St  of  September  a Syndicate  was  formed  to  extri- 
cate the  Bank  of  California  from  its  embarrassments.  A 
guarantee  fund  of  seven  and  a half  millions  was  subscribed 
of  which  D.  O.  Mills,  E.  J.  Baldwin,  William  Sharon  and 
Joseph  R.  Keene  each  took  one  million.  On  the  2nd  of 
October  the  Bank  of  California  opened  its  doors  for  the 
regular  transaction  of  business,  amidst  the  boom  of  cannon, 
the  unfurling  of  flags  and  the  plaudits  of  the  people. 

On  the  4th  of  October  the  Nevada  Bank  of  San  Francisco 
opened  for  business  with  a cash  capital  of  J 5,000,000,  which 
was  increased  Oct.  4th  1876  to  $10,000,000.  This  is  the 
Bonanza  bank,  and  chiefly  owned  by  Messrs.  Flood,  O’Brien 
Mackey  and  Fair,  “ Kings  of  the  Comstock.”  The  bank  is 
under  an  able  and  energetic  administration,  has  already  won 
the  highest  position  at  home  and  abroad,  and  is  possessed  of 
unsurpassed  credit. 

Simultaneously  with  the  failure  of  the  Bank  of  California 
the  Boards  of  stock  brokers  closed,  to  resume  their  functions 
on  Oct.  5th.  As  we  cast  a retrospective  glance  at  the  effects 
of  the  panic,  we  meet  abundant  evidence  of  the  soundness  of 
the  banking  and  financial  system  of  the  State.  There  was 
no  general  panic,  no  tumble  in  prices  and  no  commercial 
crash.  The  banks  which  failed  have  all  resumed  business, 
the  restoration  of  the  Bank  of  California  being  a financial 
feat  unparalleled  in  history.  On  December  3d,  1875,  it  reor- 
ganized under  the  laws  of  the  State,  and  levied  eight  assess- 
ments amounting  to  $4,000,000,  all  of  which  were  paid  up 
within  a year,  restoring  the  original  capital.  The  manage- 
ment is  now  confided  to  conservative  and  talented  hands, 
who  may  be  relied  upon  to  avoid  in  the  future  the  shoals 
and  quicksands  which  engulfed  it  under  Mr.  Ralston’s 
direction. 

The  inflationists  of  the  East  hailed  the  California  panic 
as  a felicitous  proof  that  specie-paying  countries  are  subject 
to  panics.  They  certainly  are,  as  all  will  confess,  but  their 
recuperative  energies  are  far  superior  to  those  using  a fluctu- 
ating currency. 

William  C.  Ralston,  whose  death  formed  a tragical  climax 
to  the  failure  of  the  Bank  of  California,  occupied  a very  con- 
spicuous place  in  the  financial  history  of  the  State.  He‘  was 
born  in  Ohio  in  1826.  His  father  was  a carpenter,  but  hav- 
ing no  predilection  for  this  vocation  he  procured  a situation 
as  clerk  on  a Mississippi  river  steamboat,  where  he  attracted 
the  attention  of  C.  K.  Garrison.  Mr.  Garrison  sent  him  to 
Panama  as  his  steamship  agent,  and  in  1854,  when  Mr.  Ral- 
ston came  to  San  Francisco,  engaged  him  in  the  firm  of  Gar- 
rison, Fretz  & Ralston  in  the  bullion  and  exchange  business. 
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This  firm  was  succeeded  by  Donohoe,  Ralston  & Co.  which 
was  dissolved  in  1864,  Mr.  Ralston  retiring  to  found  the  Bank 
of  California.  His  impetuosity  was  curbed  by  the  conser- 
vative counsels  of  D.  O.  Mills,  its  president,  but  by  his  ability, 
experience,  indefatigable  energy  and  accomplished  address, 
he  aided  in  giving  high  character  and  standing  to  the  bank 
and  paved  the  way  to  his  promotion  to  the  presidency. 
Upon  assuming  the  presidency  he  ^ided  the  destinies  of  the 
bank  with  but  little  check.  Unselfish,  but  full  of  grand  and 
visionary  projects,  he  over-estimated  the  tension  of  the  bank’s 
resources,  and  scattered  its  assets  with  injudicious  prodigality, 
involving  it  and  himself  in  ruin.  Probably  the  first  error 
made  by  Mr.  Ralston  was  in  assutning  the  role  of  a capitalist 
rather  than  that  of  a banker.  He  was  interested  in  the  build- 
ing of  steamers  to  China,  Japan  and  Australia,  in  the  culture 
of  silk,  the  manufacture  of  watches  and  furniture,  the  Water 
Company,  the  Woolen  mills,  the  Truckee  railroad;  he  con- 
ceived and  began  to  erect  the  Palace  Hotel,  and  sought  to 
encourage  all  magnificent  enterprises.  No  industry  languish- 
ing for  want  of  support  went  away  unassisted ; no  new  enter- 
prise but  met  his  encouragement. 

Mr.  Ralston  lost  sight  of  the  cardinal  principle  of  sound 
banking,  that  there  is  an  essential  difference  between  a mort- 
gage and  a commercial  note.  A g^eat  responsibility  rests 
upon  a banker  in  deciding  into  what  channels,  speculative, 
visionary,  commercial  or  industrial,  shall  be  directed  the 
floating  capital  at  his  disposal.  In  aiding  the  legitimate 
enterprises  of  a community,  a bank  cannot  afford  to  lock  up 
its  funds  and  join  in  a long-time  partnership.  He  increased 
industrial  activity,  stimulated  the  channels  of  trade  and 
threw  a glamour  of  exaggerated  prosperity  over  the  State 
largely  at  the  expense  of  the  bank.  Possessing  as  he  did 
the  charm  of  good  fellowship,  the  people  idolized  him ; but 
popularity  is  sometimes  incompatible  with  sound  banking. 

There  was  a smaller  class  in  the  community  who  carped 
and  criticised  him.  No  politician  in  heated  campaign  engen- 
dered more  partisan  feeling  than  was  exhibited  in  the  col- 
umns of  the  San  Francisco  press.  The  truth  is  his  excel- 
lencies and  defects  were  alike  prominent:  much  to  approve, 
much  to  condemn.  He  made  mistakes,  and  in  order  to  extri- 
cate himself  became  deeper  entangled  in  the  toils,  but  few 
question  his  integrity  of  purpose.  He  had  great  dash  and 
nerve,  and  in  mental  activity,  boldness  of  conception,  grasp 
of  thought  and  energy  of  execution  he  was  the  Napoleon  of 
financiers ; but  his  extravagance,  audacity  and  recklessness 
toward  the  close  were  sometimes  mistaken  for  genius  and 
brought  him  to  his  Waterloo. 

His  funeral  cortege  was  the  most  imposing  ever  seen  in 
California,  fifty  thousand  people  joining  in  the  silent  homage 
to  the  departed  banker.  A little  later,  when  the  attacks  of 
two  daily  journals  aroused  public  indignation,  twenty  thousand 
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men  assembled  to  vindicate  his  honor.  Orations  and  eulogies 
were  delivered,  resolutions  were  passed  in  his  memory,  and 
promises  were  made  to  withdraw  patronage  from  the  hos- 
tile papers.  What  remarkable  testimonials  were  these  of  a 
man  who  had  lost  the  capital  of  a g^eat  bank,  and  from 
men  who  did  not  know  but  that  their  own  deposits  were 
also  gone  ! 

The  last  session  of  the  Legislature  passed  an  act  requiring 
statements  in  January  and  July,  in  response  to  which  one  hun- 
dred incorporated  banks  have  reported.  The  private  banks 
claim  exemption  from  the  act  and  the  Revenue  reports  afford 
the  only  means  of  learning  their  condition. 

The  corporate  banks  report  a paid-up  capital  of  ^44,409,600 
with  a reserve  fund  of  $7,585,400,  making  an  active  capital 
of  $53,995,000,  with  deposits  of  $122,911,300,  on  January  ist, 
1877.  The  total  deposits  and  capital  of  the  commercial 
banks  of  the  State  may  be  estimated  in  round  numbers  at 
$200,000,000.  There  is  no  usury  restriction  in  the  State  and 
rates  consequently  respond  to  natural  laws.  The  bank  rates 
hitherto  prevailing  in  the  city  have  been  quite  high,  and  at 
present  the  average  bank  rate  is  probably  12  per  cent.,  though 
loans  are  made  as  low  as  9 per  cent.  The  redundancy  of 
capital  in  the  city  will  soon  force  a permanent  reduction. 

The  savings  banks  of  California  are  objects  of  State  pride 
and  are  exceptionally  strong.  The  Savings  and  Loan  Bank 
of  San  Francisco  was  the  first  organized,  July  23rd,  1857. 
The  interest  paid  depositors  in  the  city  ranges  from  7j^  to 
per  cent,  on  ordinary  deposits,  and  9 per  cent  and  higher 
on  term  deposits.  In  the  country  the  dividends  range  from 
7/4  per  cent,  to  15  per  cent.  The  following  table  indicates 
the  growth  for  twenty  years : — 


SAVINGS  BANKS  DEPOSITS. 


Term  endittg 

January,  1867.... 

City. 

• $io,3^8,qoo 

Interior. 

State. 

f 10*358,900 

July,  1867 

. 13*833,300 

13.833,300 

January,  1868.... 

17,165,600 

$200,000 

17.365.600 

July,  1^8 

19.687, 300 

756,000 

*0*443,300 

January,  1869.... 

. 22,342,500 

1,476,000 

23,818,500 

July,  1869 

*4,773.  loo 

1,989,100 

26,762,200 

January,  1870.... 

. 26,643,500 

2,259,100 

28,893,600 

July,  1870 

29,842,100 

4,039,200 

33,881,300 

January,  1871.... 

31,289,600 

5,266,400 

36,556,000 

July,  1871 

January,  1872.... 
July,  1872 

35. 541.600 

6,337,200 

40,878,800 

37.033.400 

7,201,700 

44,*35.l«> 

47,78^400 

40.369,400 

7,415,000 

January,  1873.... 

42,474,900 

8,956,400 

51.431.300 

July,  1873 

43.73J.400 

9,614,600 

53.346,000 

January,  1874.... 

46,970*600 

10,862,800 

57.833.400 

July,  1874 

50,860,300 

11,877,600 

62,737,900 

January,  1875.... 

55,891,000 

14,022,400 

69,893,400 

July,  1875 

January,  1876.... 

59,026, 100 

13,858,400 

72,884,500 

56,297,600 

13,765,000 

70,062,600 

July,  1876 

57.677.200 

12,789.000 

70,466,200 

January,  1877.... 

59,621,200 

13,921,500 

72,542,700 
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The  shrinkage  of  deposits  after  the  panic  of  1875  has  been 
recovered,  and  the  total  deposits  January  1877  are  $72,542,700. 
The  number  of  depositors  is  100,623,  making  an  average  to 
each  depositor  of  $ 730,  or  an  average  to  each  head  of  the 
population  of  about  $ 100.  The  average  deposit  per  capita  of 
population  in  Switzerland  is  $17,  in  England  $9.60,  in  Austria 
$8.80  and  in  all  Europe  $5.60,  which  show  now  superior  is 
the  condition  of  the  industrial  classes  in  California  to  those 
in  Europe.  Comparisons  with  other  States  of  the  Union  show 
savings  banks  to  be  more  largely  used  in  California  than 
elsewhere.  Previous  to  the  establishment  of  a Mint  at  San 
Francisco  in  1854,  the  circulating  medium  was  of  a hetero- 
geneous character,  composed  of  coins  from  all  nations,  gold 
dust  at  $16  per  ounce,  and  “slugs”  issued  by  private  refin- 
eries. One  of  the  earliest  provisions  in  the  organic  law  of 
the  State  was  the  punishment  prescribed  for  uttering  paper 
money.  During  the  war  the  greenback  was  almost  as  much 
a stranger  in  California  as  the  Bank  of  England  note.  On 
July  1 2th,  1870,  the  act  authorizing  gold  banks  was  passed, 
and  on  January  3d,  1871,  the  First  National  Gold  Bank  of 
San  Francisco  began  operations.  Since  then  others  have  been 
established  in  the  interior  at  Sacramento,  Stockton,  Oakland, 
Santa  Barbara,  San  Jos6,  and  Petaluma  and  one  other  in 
San  Francisco.  People  educated  to  the  use  of  gold  and  silver 
very  reluctantly  accepted  gold  notes,  but  their  superior  con- 
venience has  extended  their  circulation  in  the  country.  Gold 
and  silver  alone  form  a satisfactory  monetary  basis,  but  the 
machinery  of  the  modern  banking  and  commercial  system 
greatly  economizes  the  use  of  the  precious  metals  and  sub- 
stitutes a convertible  paper  currency.  Bank  notes,  checks  and 
Clearing-Houses  have  greatly  supplanted  cumbersome  specie 
transfers.  The  short-sighted  and  unfriendly  policy  of  refus- 
ing  gold  notes  was  adopted  by  some  of  the  banks  during  the 
panic,  and  even  now  city  bankers  send  in  on  the  following 
day  for  redemption  all  gold  notes  taken  on  deposit.  This 
prejudice  must  die  out,  and  if  the  law  is  modified  gold-note 
banks  must  come  into  greater  favor.  The  Clearing-House 
was  established  March  nth,  1876,  and  is  now  composed  of 
fifteen  banks.  The  Nevada  Bank,  the  largest  in  the  city,  is 
not  a member,  but  the  Clearing-House  already  ranks  fifth  or 
sixth  in  the  list  of  the  United  States.  San  Francisco  exchange 
operations  with  the  Orient  are  very  extensive,  and  large  Lon- 
don balances  in  China  are  settled  on  the  most  advantageous 
terms  through  San  Francisco.  This  business  is  likely  to 
increase,  and  all  the  indications  of  the  time  point  to  an 
early  future  when  San  Francisco  will  rank  with  London  ;^'and 
New  York,  as  the  Clearing-Houses  of  the  world. 

San  Francisco,  March  ist,  1877. 
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PROGRESS  OF  FRANCE  IN  NATIONAL  WEALTH. 

The  Finance  Minister  of  France,  M.  Leon  Say,  has  just 
applied  a novel  method  of  estimating  the  progress  of  National 
wealth  in  France.  He  says  that  the  value  of  devices,  bequests, 
successions  in  any  series  of  years  calculated  according  to  the 
legal  records  of  wills,  and  administrations,  will  give  important 
data  for  estimating  the  aggregate  wealth  of  the  country. 
Thus,  in  France,  in  1840,  the  successions  amounted  to  1,608 
millions  of  francs.  Twenty  years  afterwards,  in  1861,  the 
value  of  the  successions  reached  2,463  millions  of  francs. 
Finally,  in  1874,  the  amount  of  the  successions  declared, 
reached  3,749  millions  of  francs.  The  increase  was  very  great. 
If  we  rely  upon  M.  Say’s  rule  for  interpreting  these  statistics, 
the  National  wealth  must  have  increased  by  more  than  fifty 
per  cent,  during  the  period  between  1840  and  1861  ; and 
more  than  fifty  per  cent,  additional  must  have  been  added  in 
the  second  period  from  1861  to  1874.  Again  from  1840  to 
1874,  the  National  wealth  must  have  increased  about  120  per 
cent.  That  these  figures  may  be  slightly  exaggerated,  is  quite 
possible  ; but  we  may  concede  without  hesitation,  that  from 
L840  to  1874,  the  wealth  of  France,  estimated  in  money,  has 
been  doubled.  We  say  the  wealth  estimated  in  money, 
because  it  would  be  illusory  to  say  that  from  1840  to  1874, 
the  number  of  all  the  commodities  which  are  useful  or  desir- 
able, has  doubled  in  France.  It  would  be  ridiculous  to 
suppose  that  there  is  in  that  country  twice  as  much  wheat, 
twice  as  much  food,  twice  as  much  clothing,  &c.,  in  1874  as 
in  1840.  But  what  we  can  affirm  with  truth  is,  that  the 
aggregate  of  these  commodities  possess  twice  as  much  value 
when  estimated  in  money,  in  the  year  1874,  as  in  the  year 
1840. 

It  is  worthy  of  remark,  that  the  results  just  deduced  for 
France,  from  the  official  reports  of  the  wills  and  successions  in 
that  country,  are  almost  exactly  the  same  as  those  indicated 
for  Great  Britain,  by  the  English  statistics  of  the  income  tax. 
It  is  well  known  that  the  income  tax  was  established  in 
England  and  Scotland  during  the  year  1842,  and  that  it  was 
not  extended  to  Ireland  till  1853.  If  we  take  the  English 
reports  of  the  income  tax  from  1842  to  1873,  the  last  year  on 
which  we  have  complete  reports,  we  obtain  the  following 
results  : in  1842-43,  the  income  reported  throughout  England 
and  Wales,  amounted  to  ^227,710,000;  in  1873-4,  the  amount 
was  ^439,803,000.  It  thus  appears  that  during  this  same 
period  of  thirty-three  years,  in  which  the  amount  of  the  sums 
declared  for  the  successions  in  France  was  doubled,  the 
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amount  was  also  doubled  of  the  sums  declared  as  income  in 
England. 

Turning  again  to  France  we  find  that  in  1840,  according 
to  the  speech  of  M.  Say,  the  ordinary  receipts  of  the  govern- 
ment of  France  amounted  to  1,035  millions,  while  the  sums 
declared  for  the  successions  amounted  to  1,608  millions  of 
francs  ; the  proportion  of  the  first  sum  to  the  second  was 
sixty-four  per  cent.  In  1861,  the  ordinary  receipts  of  the 
government  were  1,554  millions  of  francs,  and  the  sums 
declared  for  successions  were  2,463  millions  ; the  proportion 
of  the  first  of  these  figures  to  the  second,  had  fallen  to  sixty- 
three  per  cent.  Finally,  in  1874,  the  aggregate  receipts  of  the 
government  were  2,500  millions  of  francs,  while  the  value  of 
the  successions  were  3,749  millions  of  francs  ; which  gives  a 
proportion  of  sixty-six  per  cent. 


THE  COINAGE  REFORM  IN  HOLLAND. 

The  new  law  for  the  establishment  in  Holland  of  the  gold 
standard  has  just  been  rejected  by  the  Upper  House  of  the 
Dutch  Parliament,  at  the  Hague.  The  vote  was  sixteen 
against  eleven,  and  the  law  had  been  previously  passed  by  the 
Lower  House.  The  chief  provisions  of  this  bill  were,  first, 
the  maintenance  of  the  gold  standard  represented  by  the 
coin  of  ten  florins,  now  in  circulation  ; and  secondly,  the 
keeping  of  silver  coin  in  circulation,  but  the  suppressing  of 
all  further  coinage  of  silver  pieces,  even  on  account  of  the 
government.  Moreover,  the  rejected  bill  authorized  the 
Finance  Minister  to  demonetize  the  silver  coinage  now  in 
circulation,  and  to  withdraw  it  as  soon  as  possible,  replacing 
it  with  gold  as  fast  as  the  foreign  exchanges  should  render 
this  policy  possible  and  necessary.  But  the  Minister  was  not 
to  use  the  powers  thus  conferred  upon  him,  except  after  a 
previous  arrangement  with  the  bank  of  the  Netherlands ; and 
he  had  a credit  of  a million  florins,  to  cover  the  loss  result- 
ing from  the  operation. 

When  the  bill  passed  the  second  Chamber,  there  were 
strong  objections  urged  against  it  on  account  of  these  last- 
named  conditions,  which  were  of  such  a nature  as  to  cause 
apprehensions  of  the  interference  of  the  treasury  in  the 
money  market.  Indeed,  these  apprehensions  were  among  the 
principal  causes  of  the  rejection  of  the  bill  in  the  Upper 
Chamber.  When  the  original  bill  was  first  brought  into  the 
Lower  House,  it  proposed  to  put  in  circulation  gold  pieces  of 
five  florins ; but  this  part  of  the  measure  was  cancelled  before 
its  passage  by  the  second  Chamber.  Another  provision  of 
the  bill  was  to  introduce  the  gold  standard  into  the  Dutch 
colonies,  and  to  keep  in  circulation,  concurrently,  the  present 
silver  coinage. 
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The  Upper  Chamber  in  rejecting  the  application  of  the  pro- 
ject to  the  Low  Countries,  has  decided  to  postpone  its  appli- 
cation to  India,  until  some  future  undetermined  period.  The 
monetary  situation,  therefore,  is  unchanged  in  Holland.  That 
is,  the  public  are  allowed  to  coin  florins  of  gold,  but  they  are 
forbidden  to  coin  silver,  as  the  privilege  of  the  silver  coinage 
is  reserved  to  the  government.  This  defeat  of  the  bill  is  re- 
garded as  a triumph  of  their  principles,  by  the  bi-metallists, 
who  have  been  most  active  in  preventing  the  proposed  legis- 
lation. 


JOINT-STOCK  SPECULATION  IN  GERMANY. 

The  public  attention  has  been  frequently  directed  for  some 
years  past  to  the  fever  of  speculation  which  since  1869  has 
spread  throughout  Germany,  and  especially  in  Prussia.  The 
excitement  was  in  its  earlier  stages  before  the  war  of  1870 
against  France,  and  the  immense  payments  made  at  the 
close  of  that  disastrous  defeat,  carried  the  fever  to  an  almost 
dangerous  height.  Now  that  the  inflation  period  has  passed 
by,  and  its  mischievous  effects  on  social  and  industrial  prog- 
ress are  seen,  a very  suggestive  series  of  economic  facts  is 
developing  itself,  which  are  well  worthy  of  more  attention 
than  they  are  receiving  from  the  Germany  colonists.  An 
interesting  paper  on  the  subject  has  just  appeared  from  the 
pen  of  M.  Maurice  Block,  in  the  Economiste  Franfais,  He 
shows  the  amazing  activity  of  speculation  in  various  ways, 
and  furnishes  statistical  tables  in  illustration.  For  example, 
he  reports  from  official  figures  the  number  of  Joint-stock 
Companies  in  existence  before  June  nth,  1870,  and  compares 
them  with  those  created  since  that  date.  In  the  former 
period,  the  number  of  these  companies  in  Prussia  was  352, 
and  their  total  capital  amounted  to  991,065,922.  This  was 
the  aggregate  of  the  Joint-stock  Companies  existing  in  June, 
1870.  During  the  interval  between  that  date  and  31st  Decem- 
ber, 1874,  780  new  companies  were  formed,  with  a total  capi- 
tal of  1,282,770,925  thalers. 

The  reason  for  the  selection  of  June  ii,  1870,  as  the  divid- 
ing line  between  these  two  periods,  is  that  the  Prussian  law, 
to  facilitate  the  formation  of  Joint-stock  Companies,  was 
passed  on  that  date.  To  this  law,  with  the  stimulus  of  the 
French  indemnity  money,  we  must  chiefly  ascribe  the  rapid 
growth  of  the  Joint-stock  Companies,  as  above  recorded. 

M.  Block’s  next  table  records  the  results  of  those  com- 
panies which  have  failed  and  gone  into  liquidation.  During 
this  century  there  have  been  1,267  bankrupt  Joint-stock  Com- 
panies, with  an  aggregate  capital  of  2,456  millions  of  thalers, 
or  $1,842,000,000.  Before  1800,  there  were  five  such  com- 
panies, having  an  aggregate  capital  of  467,000  thalers ; from 
1801  to  1825  there  were  sixteen  failures,  with  11,454,265  thalers 
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of  capital ; from  1826  to  1850,  102  failures,  with  212,065,085 
thalers;  from  1851  to  June,  1870,  295  failures,  with  801,585,105 
thalers;  from  June  to  December,  1870,  there  were  forty-one 
failures,  with  59,024,150  thalers  of  capital.  In  the  year  1871, 
there  were  225  failures,  involving  a capital  of  375,952,533 
thalers ; in  the  year  1872,  the  failures  were  500,  with  a capi- 
tal of  543,095,542  thalers ; in  1873  there  were  seventy-two 
failures,  with  a capital  of  305,780,500  thalers;  and  in  1874 
nineteen  failures,  with  a capital  of  146,073.200  thalers. 

A third  series  of  statistics  refers  to  the  classification  of  the 
companies  which  have  absorbed  these  immense  masses  of 
capital.  It  appears  that  seventy-two  per  cent,  before  1870, 
and  43.3  per  cent,  after  that  date  have  been  absorbed  by  the 
railroads.  In  this  respect  the  experience  of  Germany  coin- 
cides with  our  own.  In  this  country  during  the  inflation 
period,  our  railroads  consumed  a very  large  proportion  of  the 
floating  capital,  which  became  fixed  capital  every  year.  We 
have  no  statistics,  however,  enabling  us  to  fix  as  precisely  as 
in  the  statistics  before  us,  the  exact  proportion  between  the 
various  descriptions  of  investments  into  which  the  capital  of 
this  countrj'  was  absorbed. 

In  Germany,  before  1870,  the  mines  and  manufactories 
absorbed  10.2  per  cent.,  and  after  1870  ninety  per  cent,  of  the 
aggregate  capital  invested.  The  comparison  of  these  two 
periods  is  very  suggestive,  and  has  an  importance  quite  equal 
to  the  comparison  of  the  investments  themselves.  Commer- 
cial enterprises,  principally  banks,  absorb  four  per  cent. 
Before  1870,  and  after  1870,  18.4  per  cent,  of  the  aggregate 
capital  invested.  Buildings  which  absorbed  formerly  0.6  per 
cent.,  so  increased  in  activity  after  1870,  as  to  absorb  ten 
per  cent.  It  is  well  known  that  when  the  masses  of  the 
people  living  in  towns  and  cities  become  better  off  and  earn 
larger  wages,  rents  advance,  and  a scarcity  of  dwellings  very 
soon  causes  trouble.  This  evil  was  very  conspicuous  in 
Prussia,  and  building  societies  sprung  up  with  great  rapidity, 
and  soon  the  larger  portion  of  them  became  insolvent. 

Let  us  pass  now  to  the  manufactories  of  machines.  They 
absorbed,  before  1870,  i.i  per  cent,  of  the  aggregate  capital, 
and  4.4  per  cent,  after  1870.  Textile  industry  absorbed  1.3 
per  cent,  before  1870  and  1.7  per  cent,  afterwards.  Insurance 
companies  absorbed  8.3  per  cent,  before  1870  and  0.7  per 
cent,  afterwards.  It  is  worthy  of  notice  that  the  only  depart- 
ment of  Joint-stock  investments  which  shows  a decrease  is 
that  of  insurance.  We  have  here  a striking  illustration  of 
the  want  of  forethought,  and  of  the  reckless  disregard  of  the 
future,  which  speculative  excitement,  in  all  ages,  has  usually 
produced.  In  this  country,  during  our  paper-money  expansion, 
there  was  an  exception  to  this  rule.  For  reasons  which  merit 
examination,  there  never  was  a time  when  our  insurance 
companies  flourished  so  actively  as  during  the  period  of 
inflation. 
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RATES  OF  PROFIT  UPON  BRITISH  AND  FRENCH 
INVESTMENTS. 

BY  GEORGE  M.  WESTON. 

The  Journal  of  the  Statistical  Society  of  London  (Septem- 
ber, 1876),  gives  many  tables  of  the  dividends  for  a series  of 
years,  paid  by  various  British  stocks,  and  of  the  market 
prices  of  the  same  stocks  in  the  same  years,  thus  showing 
the  rate  of  interest  received  in  those  years  by  investors. 
These  tables  cover  periods  long  enough  to  illustrate  the 
actual  rates  of  profit  upon  invested  capital  in  England,  and 
to  show  the  average  judgment  of  investors  in  that  kingdom, 
upon  the  questions  of  relative  security  and  relative  gain 
which  arise  in  determining  investments. 

That  paying  the  least  rate  of  interest,  is  in  the  three  per 
cent,  consols,  the  holders  being  indemnified  for  diminished 
income  by  greater  supposed  safety,  and  by  greater  converti- 
bility. In  the  eighty-seven  years,  from  1789  to  1875,  the 
average  market  price  of  the  stock  has  been  eighty-one  and 
six-tenths,  and  the  income  three  and  seven-tenths  upon  the 
sums  paid  to  purchase  it.  But  this  long  period  may  properly 
be  divided.  The  first  thirty  years  cover  the  memorable  wars 
growing  out  of  the  great  French  Revolution  and  of  the 
ascendency  of  Napoleon,  when  the  English  government  was 
a constant  and  great  borrower,  and  its  stocks  were  issued  in 
too  great  quantities  even  for  the  wealthy  market  which 
absorbed  them.  During  that  period,  the  average  price  of 
the  stock  was  sixty-five  and  seven-tenths,  and  the  income 
upon  the  purchase  price  of  it  four  and  a half  per  cent.  In 
the  fifty-six  years  since  1819,  the  average  price  has  been 
eighty-nine  and  seven -tenths,  and  the  income  upon  the  pur- 
chase price  of  it  three  and  a half  per  cent.  During  the  last 
thirty-five  years,  the  income  upon  the  purchase-price  has  been 
only  three  and  one-fifth  per  cent.  And  it  is  the  rate  of 
income  upon  English  consols  during  this  thirty-five  years, 
which  most  practically  concerns  the  present  times,  and  in 
respect  to  which,  the  most  valuable  and  numerous  compari- 
sons may  be  made  with  the  rates  of  income  yielded  by  other 
forms  of  investment. 

Next  to  the  government,  the  Bank  of  England  most  com- 
pletely fills  the  measure  of  the  average  Englishman’s  ideas  of 
solidity  and  impregnable  strength.  It  is  hardly  necessary  to 
be  said,  that  the  phrase,  “ as  good  as  the  hank”  is  derived  from 
our  English  ancestry  and  connection.  It  would  never  have 
been  invented  in  this  country,  which  is  a Potter’s  Field  of 
broken  and  defunct  banks,  too  numerous  to  be  distinguished 
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by  head-stones.  The  institution  in  Threadneedle  street  is,  to 
the  En^ishman,  as  invincible  as  St.  George,  and  as  sacred 
as  the  Tower.  It  is  well  entitled  to  his  confidence.  In  the 
long  period  of  144  years,  from  1732  to  1875,  both  inclusive, 
the  dividend  has  ayeraged  eight  and  one-quarter  per  cent, 
upon  the  par  of  the  stock,  and  the  income  upon  the  market 
price  of  the  stock  has  been  four  and  nearly  six-tenths. 

During  the  last  thirty-five  years,  the  annual  dividends  have 
averaged  eight  and  three-quarters  per  cent,  upon  the  par  of 
the  stock,  and  the  income  upon  the  market  price  of  the  stock 
has  been  three  and  ninety-six  hundredths  per  cent.,  or  in 
round  numbers,  four  per  cent. 

What  is  called  th^London  and  North-Western  Railway, 
has  been  since  1846  really  a consolidation  of  numerous  rail- 
ways. It  does  not  cover  so  much  space  as  the  net-work  of 
roads  controlled  by  Col.  Thomas  Scott,  because  America  is 
in  all  senses  a “g^eat  country,”  while  Great  Britain  is  only 
a little  island.  But  the  London  and  North- W’estern  is 
respectable  in  its  cost  of  three  hundred  millions  of  dollars, 
and  in  its  length  of  1,586  miles. 

In  the  thirty-one  years,  from  1845  to  1875,  both  inclusive, 
the  annual  dividends  have  averaged  six  and  one-fifth  per 
cent.  But  as  the  average  premium  on  the  shares  has  been 
twenty-five  per  cent.,  the  purchasers  of  it  have  only  realized 
an  annual  income  of  four  and  nine-tenths  per  cent,  on  their 
money.  And  this  is  the  rate  of  income  on  the  market  price 
of  the  great  mass  of  railroad  shares  in  England.  Railroad 
bonds,  or  debentures  as  they  are  called  there,  being  safer, 
pay  less. 

Six  London  Water  Companies,  with  a share  capital  of 

9,191,816,  have  declared  in  the  five  years — 1871  to  1875, 
both  inclusive  — average  annual  dividends  of  six  and  eighty- 
six  hundredths  per  cent.  But  as  their  shares  have  borne  an 
average  premium  of  forty-one  per  cent.,  purchasers  have 
received  only  four  and  eighty-six  hundredths  on  their 
money. 

Shares  in  the  great  Ocean  Steamship  Lines  of  England, 
being  a hazardous  property,  sell  in  the  market  at  prices 
yielding  to  the  investor  from  six  to  seven  per  cent,  annually. 
Canal  shares  being  deemed  safer,  yield  upon  their  market 
price  about  one-third  less.  The  London  and  St.  Catharine 
Dock,  with  a share-capital  of  six  millions  sterling,  and 
esteemed  to  be  a reliable  property,  has  yielded  to  the 
investor  during  the  last  eight  years,  five  and  twenty-nine 
hundredths  per  cent. 

As  is  well  known,  real  estate  is  considered  in  Great  Britain 
the  safest  of  all  properties,  and  sells  at  prices  at  which 
investors  do  not  realize  more  than  three  per  cent,  annual 
income,  and,  perhaps,  hardly  that. 

The  above  figures  show  in  the  most  reliable  way,  that  is 
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to  say,  by  market  prices  over  terms  of  years,  what  the  ideas 
of  the  average  Englishman  are  in  respect  to  investments. 
Next  to  realty,  it  is  his  government  in  which  he  most  con- 
fides, and  next  to  that  the  Bank  of  England,  or  “ the  Bafiky" 
as  he  calls  it.  He  is  as  well  satisfied  with  three  and  one- 
fifth  per  cent,  income  upon  consols,  as  four  on  Bank  of  Eng- 
land shares.  He  thinks  well  of  railroads  and  water  com- 
panies, but  in  the  comparison,  he  wants  five  from  them.  If 
he  takes  a risk,  he  insists  upon  being  paid  for  it.  If  English 
railways  were  financiered  in  the  American  fashion,  he  would 
demand  a good  deal  higher  rates  for  railroad  investment 
risks  than  he  actually  does. 

Without  proposing  to  exhibit  so  much  in  detail  the  returns 
upon  French  investments,  we  present  the  figures  of  the  rates 
received  by  purchasers  of  shares  in  the  Bank  of  France  for 
seventeen  years,  the  Bank  itself  paying  all  the  taxes  on  the 
dividend.  The  income  is  reckoned  in  the  same  way  as  in 
the  English  cases,  that  is  to  say,  on  the  basis  of  the  market 
price  of  the  shares. 


Years. 

Average  income 
on  market  price. 

Years. 

.Average  income 
on  market  price 

i860 

4*94 

1869 

3.70 

1861 

S-o8 

1870 

4.29 

1862 

5*34 

1871 

8.79 

1863 

...  4.87 

1872 

8.56 

1864 

5-93 

1873 

7.38 

1865 

4.34 

1874 

6.73 

1866 

4.37 

187s 

5.19 

1867 

3.H 

1876 

3.92 

1868 

2.84  

The  four  years — 1871-2-3-4 — may  fairly  be  taken  out  of  the 
account.  During  a part  of  1871,  Paris  was  in  the  hands  of 
the  Commune,  and  the  enormous  payments  to  Germany  ren- 
dered the  financial  situation  hard  and  critical  during  all  those 
four  years.  The  remaining  thirteen  years  show  an  average 
income  of  4.38  per  cent. 

These  British  and  French  rates  are  less  than  the  rates  in 
this  country  upon  securities  occupying  the  same  rank  in 
public  estimation,  but  the  difference  is  not  so  g^eat  as  it  is 
sometimes  said  to  be.  Purchasers  give  so  decided  a prefer- 
ence to  home  investments,  that  our  securities  are  acceptable 
to  Europeans  only  upon  the  condition  of  paying  a marked 
excess  of  interest  beyond  what  their  own  securities  pay.  It 
therefore  only  needs  an  approximation  of  the  American  to 
the  European  rates,  to  bring  back  all  our  stocks  held 
abroad. 

In  his  report  (1790)  on  the  Public  Credit,  Alexander  Ham- 
ilton said  : “ It  is  well  known  that  in  some  of  the  States, 
prior  to  the  Revolution,  money  might,  with  facility,  be  .bor- 
rowed on  good  security  at  five  per  cent.,  and  not  unfre- 
quently,  even  at  less.” 
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It  may  be  true  that  the  increased  activities  of  modern 
times,  tending  to  augment  the  employments  and  gains  of 
capital,  are  an  offset  to  the  enormous  increase  in  the  amount 
of  it  which  is  disposable.  But  they  can  hardly  be  supposed 
to  have  done  more  than  that,  and  the  rates  of  interest  ought 
not  to  be  higher  in  America  than  they  were  one  hundred 
years  agp.  They  would  not  be,  if  our  people  could  be  cured 
of  the  insanity  of  perpetuating  public  debts. 


THE  BUSINESS  DEPRESSION  IN  AUSTRIA. 

BY  DUDLEY  P.  BAILEY,  JR. 

The  results  of  the  late  crisis  continue  to  be  felt  throughout 
the  Austro-Hungarian  empire  with  about  as  much  severity  as 
in  the  United  States.  The  following  facts,  mainly  from  the  cor- 
respondence of  the  London  Economist^  constitute  a valuable 
addition  to  the  information  on  this  subject.  In  1873,  there 
were  in  Vienna  294  joint-stock  companies,  with  a paid  up 
capital  of  1,702  millions  of  florins,  or  gulden,  each  of  190.5 
grains,  9-10  fine  silver  worth  about  47 cents,  according  to 
the  rating  of  silver  by  the  Latin  Union.  From  the  ist  of 
January,  1873,  till  the  31st  of  December,  1876,  135  of  these 
joint-stock  companies  resolved  to  liquidate.  Of  these,  59 
liquidated  in  1873,  36  in  1874,  18  in  1875,  and  22  in  1876. 
Most  of  these  undertakings  perished  at  the  commencement  of 
their  career,  namely  : 39  in  the  first,  34  in  the  second,  26  in 
the  third,  17  in  the  fourth,  5 in  the  fifth,  2 in  the  sixth,  6 in 
the  seventh,  4 in  the  eighth,  i in  the  ninth,  and  i in  the 
fourteenth  years  of  their  existence.  The  total  capital  in  shares, 
of  these  135  companies,  amounted  to  369,729,000  gulden, 
whilst  their  profits  of  emission  amounted  to  64,885,000  gulden. 
Fifty-two  of  these  companies  have  already  completed  their 
liquidations,  twenty  more  have  substantially  completed  theirs, 
and  thirteen  from  the  repayments  already  made,  may  be  con- 
sidered as  annulled.  These  85  companies  absorbed  262,880,000 
gulden,  or  over  seventy  per  cent,  of  the  total  capital  men- 
tioned. Only  4 of  them,  with  capital  of  21,000,000  gulden, 
returned  to  their  shareholders  more  than  the  capital  invested  ; 
15,  with  capital  of  42,100,000  gulden,  closed  their  affairs  with- 
out loss  to  the  public,  or  their  shareholders;  38,  with  capital 
of  132,127,000  gulden,  settled  with  their  creditors  in  full,  but 
lost  76,704,000,  or  58.05  per  cent,  of  their  capital ; while  28, 
with  capital  of  67,653,000  gulden,  lost  the  whole  amount 
invested  ; and  of  these  last,  twenty  companies  failed  to  pay 
their  creditors  in  full.  The  liquidations  still  proceeding,  rep- 
resenting a capital  of  106,849,000,  have,  up  to  the  present 
time,  paid  the  sum  of  17,769,000  gulden.  It  is  expected  that 
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with  these  companies  the  loss  will  amount  to  at  least  63,765,000 
guldens,  making,  with  the  loss  of  142,619,000  guldens  on  the 
85  companies  first  mentioned,  a total  loss  of  206,384,000  to 
the  shareholders  in  the  135  liquidating  companies,  or  about 
56  per  cent,  of  the  capital  invested.  It  is  expected  that  the 
companies  now  liquidating,  will  return  25,315,000  guldens  to 
their  shareholders,  and  that  all  the  135  companies  will  return 
not  over  163,000,000  guldens.  . Railway  companies  not  in- 
cluded in  these  figures. 

The  crisis  has  also  produced  a marked  falling  off  in  the 
yearly  sales  of  landed  property.  An  abstract  of  the  transac- 
tions in  real  estate  in  Austria,  gives  the  following  returns : 


Year. 

No  0/  Estates  I 'alne  in  ntil- 
sold.  lions  0/  Gulden. 

Year 

No  0/  Estates 
sold. 

Value  in  mil- 
lions of  Gulden. 

1871 

...  154,53*  - 306-8  .... 

..  1874 

...  167,938 

...  4170 

1872 

...  *758,4*7  — 481.8  .... 

..  1875 

...  158,425 

- 355*5 

•873  • 

...  163,815  ...  573.7  .... 





The  sales  in  Vienna  were  as 

follows  : 

Year. 

/ 'alue  in  millions 
0/  Gulden. 

Yf,ir. 

1 'alue  in  $nillions 
0/  Gulden. 

1870 

38.1 

... 

1874 

....  87.7 

1871 

5>-5 

... 

1875 

70.7 

1872 

... 

1876 

45-0 

J873 

... 

... 

.... 

The  transactions  of  the  Vienna  Clearing  House  reached 
their  minimum  in  1874,  and  though  increasing  slowly,  have 
by  no  means  reached  their  former  magnitude.  They  have 
been  as  follows,  since  the  foundation  of  the  establishment : 


Vfar.  Florins.  Year.  Florins. 

1872  ...  2,296,598.351  1875  • *»4I9»742,953 

1873  •••  2»364f3i8,630  1876  ...  1,490,702,854 

1874  ...  1,264,909,523  


The  Austro-Hungarian  banks,  savings  banks,  and  insurance 
companies,  contracted  mortgages  to  the  amount  of  only  237.8 
millions  florins,  in  1875,  against  854.2  millions  in  1874  ; 799 
millions  in  1873;  706  millions  in  1872;  and  576.6  millions  in 
1871.  The  bills  discounted  by  these  institutions  in  1875 
amounted  to  444.3  millions  florins,  against  472.7  millions  in 
1874  ; 480.8  millions  in  1873  ; 469.8  millions  in  1872  ; and 
398.9  millions  in  1871.  The  transactions  of  the  Austrian 
National  Bank,  for  the  year  1876,  amounted  to  7,761,540,000 
florins,  of  which  6,448,420,000  florins  were  transacted  at 
Vienna,  and  1,313,120,000  florins  at  the  branches.  Its  condi- 
tion for  the  weeks  ending  at  the  dates  given  below,  was  as 
follows,  in  millions  of  florins  : 


Assets,  Dec.2g,'7$.  Mch,  28,'76.  yunez%^’7b.  Aw.2,’76.  Dec.zj^  ji}.  Feb.i^.'jy. 

Coin  and  bullion i34»6o  . 136,59  . 136,60  . 136,60  . 136,60  . 136,61 

Discounts  and  advances  150,55  . 128,52  . 133,14  . 176,14  . 156,96  . 141,13 

Liabilities. 

Circulation 287,99  • *7>.73  • *73.95  • 3'*.6*  .288,16  . 284,44 


* This  amount  seems  so  larg^e  in  relation  to  the  increase  in  value  as  to  suggest  a doubt 
whether  there  is  not  a ty'pographical  error,  and  the  true  reading  158.427. 
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The  volume  of  the  Austrian  paper  currency  has  shown 
some  increase  during  the  past  year,  though  it  has  not  reached 
the  volume  outstanding  at  the  date  of  the  crisis.  The  changes 
in  its  amount  have  been  as  follows,  in  millions  of  gulden  : 


May,  1873 

Bank  Notes. 

321.6 

State  Notes. 

360.0 

Total. 

681.6 

End  of  December,  1875. 
“ March,  1876 

286.2 

346.5 

632.7 

273-7 

336.0 

609.7 

“ June,  “ 

274.7 

332.0 

606.7 

“ September,  1876. 

289.2 

351-5 

640.2 

“ November,  “ 

296.2 

354-3 

650.5 

“ February  i,  1877 

286.63 

347-53 

634.16 

In  July,  the  Austrian  paper  currency  was  almost  at  par 
with  silver,  which  was  quoted  as  low  as  100.90  to  100  of 
paper,  the  price  of  gold  averaging  for  the  month,  126.43  and 
not  falling  below  122.37.  The  highest  price  of  silver  was  in 
December,  when  it  touched  118.25  per  cent.  The  average 
price  of  gold  advanced  from  114.78  per  cent,  in  January,  to 
126.57  in  December,  while  that  of  silver,  advanced  only  from 
104.98  per  cent.,  to  105.56  per  cent.,  during  the  same  time. 

There  has  also  been  a falling  off  in  the  passenger  traffic  on 
the  Austrian  railways,  even  more  rapid  than  the  increase  which 
took  place  in  the  years  previous  to  the  panic.  The  statistics 
of  the  Austrian  portion  of  the  empire  are  as  follows : 


Year. 

Lei^k  0/ 
Railways  in 
English  miles. 

Passengers 

conveyed. 

Year. 

Length  of 
Railtvays. 

Passengers, 

conveyed. 

1869 

...  3»209  ... 

16,790*529 

1873 

...  5»75o  .. 

- 30,49*»554 

1870 

...  3,724  ... 

19,400,166 

1874 

...  5,948  .. 

. 28,903,700 

1871 

...  4,500  ... 

22,115,837 

1875 

...  6,358  .. 

26,927,922 

1872 

...  5,219  ... 

*5.375,016 

... 

Total 

. 170,004.724 

In  relation  to  the  foreign  trade  of  the  empire,  there  has 
been,  as  in  this  country,  a large  increase  of  exp>orts,  and  a 
large  reduction  of  imports.  During  1875,  time 

since  1869,  there  was  an  excess  of  exports.  The  real  value 
of  the  imports  and  exports  for  1874  and  1875,  was  as  follows  : 

■ Millions  of  Gulden, . , Excess  ^ 

year*  Imports.  Exports.  Tdtal,  Imports,  Exports, 

1874  ...  627.5  ...  502.8  ...  1130. 3 ...  124.7  

>875  ...  549-3  •••  550-9  •••  1100.2  1.6 

The  Austro-Hungarian  empire,  like  the  United  States,  is  a 
debtor  country,  and  the  above  figures  indicate  that  there,  as 
here,  the  foreign  debt  is  no  longer  undergoing  increase,  to 
pay  for  imports,  but  that  the  sounder  policy  has  been  adopted 
of  limiting  imports  by  the  ability  to  pay  for  them.  Trade 
neeessarily  suffers,  but  this  change  accelerates  the  re-estab- 
lishment  of  credit. 
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THE  DEMONETIZATION  OF  SILVER. 

ITS  EVIL  CONSEQUENCES  AND  OSTENSIBLE  OBJECTS. 

[ From  Ernest  Sbyd's  Trearisc  on  the  Currency  of  the  United  States.] 

The  definite  adoption  of  the  Gold  Valuation  by  the  major- 
ity of  the  civilized  States  must  involve  its  extension  over  all 
the  other  nations  with  which  they  stand  in  commercial  inter- 
course. The  idea  has  been  mooted  that  America  and  Europe 
might  use  gold,  and  that  East  India  and  China  might  use 
silver.  A moment’s  reflection,  however,  will  show  that  this 
division  into  two  distinct  portions  is  not  tenable,  for  in  the 
first  place,  they  would  thus  be  unable  to  settle  the  respective 
balances  of  trade  by  means  of  bullion,  and  secondly,  the  lead 
of  the  civilized  States  would  sooner  or  later  be  followed  by 
the  rest.  The  gold  valuing  States  would  consequently  suffer 
from  this  advantage  ; they  would  be  unable  to  make  use  of 
silver  from  the  other  States,  and  they  would  be  obliged  to 
divide  their  stock  of  gold  with  the  other  nations.  The  scheme 
of  universal  coinage,  as  far  as  it  has  been  discussed  from  that 
point  of  view  taken  by  those  in  favor  of  the  single  gold  stand- 
ard, requires  for  its  basis,  as  admitted  on  all  hands,  a distinct 
system,  either  the  single  or  the  double  valuation,  so  that 
either  the  one  or  the  other  must  sooner  or  later  become  uni- 
versal. What  would  be  the  consequences  of  the  gold  valua- 
tion, or  rather  of  the  demonetization  of  silver  ? According  to 
the  best  estimates  there  are  now  used  for  monetary  purposes* 
in  the  world,  3,500  millions  of  dollars  in  gold,  and  3,250  mil- 
lions of  dollars  of  silver,  together  6,750  millions.  Will  the 
introduction  of  the  gold  valuation  affect  the  use  and  price  of 
silver  ? Will  it  decrease  the  total  amount  of  mediums  of 
exchange  ? and  what  will  be  the  effects,  as  far  as  the  inter- 
course between  mankind  is  concerned  ? 

These  matters  can  best  be  judged  of  by  enquiring,  first  : 
what  results,  as  regards  the  use  of  silver,  appear  where  the 
single  gold  valuation  is  in  operation  ? England  affords  the 
best  example.  The  amount  of  gold  current  in  the  country, 
and  adding  thereto  the  stock  of  bullion  at  the  Bank  and 
elsewhere,  may  be  taken  at  no  millions  sterling.  The 
amount  of  silver  coin  now  current  is  estimated  at  between 
thirteen  to  fifteen  millions,  equal  to  from  ten  to  twelve  per 
cent,  on  the  whole  metallic  circulation.  It  must  be  distinctly 
understood  that  the  present  stock  of  silver  coin  in  England 
cannot  possibly  increase  ; the  law  of  legal  tender,  limiting 
payments  in  silver  to  jQ  2,  is  absolutely  necessary  in  order  to 
maintain  the  gold  valuation,  and  it  necessitates  the  abase- 

*The  accounts  given  above  refer  only  to  coin  or  bullion,  withovu  reference  to  jewelry,  orna- 
ments, utensils,  &c.,  made  of  the  precious  metals. 


Digitized  by  LjOOQle 


780 


THE  banker’s  magazine. 


[April, 


merit  of  silver  coin,  so  as  to  prevent  its  exportation.  Such 
silver  coin,  therefore,  is  money  which  cannot  be  freely  used, 
and  which  cannot  be  freely  disposed  of  where  it  has  accu- 
mulated ; hence  large  sums  are  occasionally  lying  idle  in  the 
hands  of  bankers,  and  the  British  Government  dare  not  issue 
more  of  such  debased  coinage  for  fear  of  bringing  about  its 
immediate  depreciation. 

Assuming  however  that  the  practical  maximum  of  Great 
Britain  of  twelve  per  cent,  is  not  a rule  for  other  nations 
(although  there  is  no  warrant  for  this  assumption),  and  that 
as  far  as  the  rest  of  the  world  is  concerned,  twenty  per  cent, 
may  be  the  proportion  which  under  the  gold  valuation  can 
come  into  use,  the  following  result  would  appear  : 

There  are  now  3,500  millions  of  dollars  in  gold  used  as 
money,  and  3,250  millions  of  silver,  but  in  future  only 
700  millions  of  silver  (20  per  cent,  on  the  3,500  millions 
of  gold)  could  be  used  ; thus  2,550  millions  of  silver 
would  be  thrown  on  the  market  to  find  employment  in 
another  way.  What  is  to  be  done  with  this  enormous  quan- 
tity of  silver  ? Can  it  be  used  for  ornaments,  utensils  and 
domestic  purposes  ? So  long  as  the  price  of  the  metal 
remains  as  it  is,  there  is  no  inducement  or  prospect  of  its 
being  used  more  extensively  for  such  purp>oses  than  now. 
Of  course,  as  soon  as  the  price  fell  25  or  50  per  cent,  it 
might  be  used  more  freely  in  this  way,  but  on  no  other 
terms  than  such  a considerable  reduction  in  value  can  any 
increase  in  its  employment  for  other  purposes  than  money 
be  at  all  expected,  and  even  then  it  is  doubtful  whether  such 
a prodigious  amount  as  2,550  millions  of  dollars  can  be 
absorbed.  In  addition  to  this  stock  the  annual  production 
of  silver  in  the  world  amounts  to  at  least  75  millions  of 
dollars  per  annum,  and  allowing  15  million  dollars  per  an- 
num for  the  abrasion  of  coin,  silver  plating,  etc.,  in 
30  years  no  less  than  1,800  millions,  in  50  years  no  less 
than  3,000  millions,  would  be  added  to  the  general  stock, 
so  that  say  5,500  millions  of  dollars  worth  have  to  be  used. 
With  the  alloy  customary  for  silver  plate,  this  quantity 
would  be  equal  to  about  5,200  millions  of  ounces. 

Supposing  that  all  families  whose  income  'exceeded  1,000 
dollars  were  in  the  habit  of  using  solid  silver  plate  ; assum- 
ing that  in  Great  Britain  (taking  the  income-tax  returns  as 
a g^ide,  but  with  a very  large  allowance  for  inaccuracy) 
there  were  250,000  of  such  families ; estimating  that  in  Europe 
and  America  altogether,  there  were  two  millions,  and  in 
Asia  and  the  rest  of  the  world  another  one  and  a half  mil- 
lions of  such  families,  each  of  them  would  have  to  use, 
after  the  next  fifty  years,  about  1,500  oz.  of  silver  in  order 
to  absorb  that  great  sum  before  mentioned.  Or  if  of  the 
population  of  India,  said  to  be  so  fond  of  silver  bangles, 
there  were  30  millions  of  individuals  able  to  indulge  in 
these  luxuries,  each  of  them  would  have  to  carry  a good 
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weight,  in  order  to  absorb,  say  only  one*half  of  the  surplus 
of  the  stock  of  silver.  However  absurd  the  result  of  such 
reflections  may  seem,  they  can  bear,  on  the  score  of  extrava- 
gance, very  considerable  modifications,  after  which  they  would 
appear  sufficiently  serious  to  engage  the  attention  of  those 
who  are  ready  to  enquire  into  the  whole  bearing  of  the 
matter. 

It  is  evident  then  that  the  introduction  of  the  gold  valua- 
tion would  throw  an  amount  of  silver  on  the  markets,  which 
could  not  be  disposed  of  unless  the  price  of  the  metal  fell 
3o»  50,  or  80  per  cent.  The  question  would  then  arise, 
whether  the  silver  coin,  which  after  all,  under  gold  valuation, 
might  remain  current,  could  maintain  its  nominal  value  ? 
Such  silver  coin,  already  abased — for  the  American  half-dollar, 
for  instance,  has  a metallic  value  of  but  48  cents,  and  the 
English  five  shilling  piece  of  but  4s.  yd., — would  it  be  possible 
to  maintain  its  nominal  value  if  the  price  of  silver  fell,  say, 
10,  20,  or  30  per  cent.  ? Could  the  half  dollar  circulate  as 
50  cents  if  in  reality  its  metallic  value  was  but  40  or  30 
cents,  or  less.?  The  power  of  Seignorage  or  the  force  of 
legal  tender  may  do  much,  but  the  supposition  that  they 
could  uphold  such  a fictitious  value  is  a foolish  one  ! The 
only  remedy  to  meet  this  discrepancy  would  be  that  of  in- 
creasing the  size  of  the  coins  in  proportion,  so  a half-dollar 
might  be  in  future  as  much  as  a whole  dollar,  and  more. 
Without  reference  to  the  immediate  loss  and  the  disorganiza- 
tion of  the  system,  how  would  this  contingency  agree  with 
the  plea  of  the  advocates  of  the  gold  valuation  as  to  the 
comparatively  heavy  weight  of  the  present  silver  coinage  ? 
Again,  as  it  would  be  impossible  to  determine  beforehand  to 
what  extent  and  how  soon  silver  would  fall  in  price,  if  for- 
cibly abolished,  many  years  might  elapse  before  the  final 
level  was  determined.  Practically,  therefore,  the  introduction 
of  the  gold  valuation  means  the  total  abolition  of  silver  for 
the  purposes  of  coinage,  and  as  gold  cannot  be  coined  in 
pieces  below,  say  two  and  a half  dollars  (for  no  tricks  with 
alloys  and  by  other  means  will  get  over  this  difficulty ),  there 
would  be  an  end  to  all  metallic  mediums  of  exchange  now 
so  conveniently  made  of  silver. 

It  is  very  singular  that  the  advocates  of  the  single  gold 
valuation  refuse  to  recognise  the  validity  of  these  argu- 
ments. Not  that  they  have  ever  brought  forward  any  proofs 
refuting  their  truth,  but  they  have  confined  their  opposition 
to  the  single  remark,  “ We  don't  believe  this  ; silver  will 
not  fall  in  value ; it  will  be  used  for  other  purposes  as 
before  ! " Note  the  inconsistency  of  such  an  answer  ! The 
advocates  of  the  gold  valuation  base  their  arguments 
gainst  the  double  valuation  principally  upon  the  supposed 
fluctuations  of  the  proportionate  value  between  gold  and  sil- 
ver, consequent  upon  the  inequalities  between  supply  and 
demand.  ^But  here,  when  not  only  the  almost  total  extinc- 
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tion  of  any  further  demand,  but  actually  the  abolition  of 
the  use  so  far  made  is  in  question,  they  refuse  to  recog- 
nise that  silver  will  fluctuate,  that  it  will  fall  in  value.  If 
their  allegation,  “ that  silver  will  not  fall  in  value  ” under 
this  pressure  of  its  almost  complete  abolition  as  a medium 
of  exchange  is  correct,  they  themselves  furnish  the  strongest 
argument  in  favor  of  the  double  valuation  — in  favor  of  the 
stability  of  the  proportionate  value  between  gold  and  silver. 

The  demonetization  of  silver  would  consequently  compel 
the  world  to  rely  entirely  upon  gold  as  the  only  metal  to 
be  used  by  force  of  law  as  the  medium  of  exchange.  Its 
supply  therefore  must  be  gliding  for  the  future.  How 
will  this  keep  pace  with  the  demand  ? The  discovery  of  the 
Californian  and  Australian  gold  flelds  marks  an  era  in  the 
history  of  the  world.  Are  we  likely  to  discover  other  Eldo- 
rados  ? The  world  has  now  been  sufficiently  surveyed  to 
deny  this  hope  ; and  although  it  is  possible  that  in  the 
inhospitable  regions  of  the  North,  and  the  fever  forests  of 
the  Tropics,  there  are  hid  deposits  of  gold,  yet  cold  and 
heat  will  render  them  practically  unworkable.  It  is  a well- 
known  fact  that  both  California  and  Australia  have  fallen 
off  in  their  production  of  gold.  They  will  furnish  it  for 
many  years  to  come,  but  at  a declining  ratio,  until  the  pro- 
duction will  cover  only  the  amount  annually  absorbed  by 
the  abrasion  of  coin,  and  its  use  in  the  arts,  by  the  gilding 
or  otherwise,  estimated  at  several  millions  per  annum.  In 
the  meantime,  both  populations  and  commerce  may  increase 
at  a rate  much  beyond  that  of  the  supply  of  gold,  and  the 
time  may  not  be  far  distant  when  the  demand  will,  in  its 
turn,  be  hampered  by  short  supply. 

The  most  serious  matter  however,  as  far  as  the  mediums 
of  exchange  are  concerned,  is  the  prospective  abolition  of 
the  2,550  million  dollars  of  silver  from  the  total  of  6,750 
millions  of  metallic  money  now  current  as  coin  or  existing  as 
bullion.  The  2,550  millions,  out  of  6,750  millions,  would  be 
tantamount  to  about  thirty-eight  per  cent.  ; the  whole  sum 
of  3^250  millions  would  be  equal  to  forty-eight  per  cent. 
What  would  be  the  effect  of  this  reduction  on  the  contract 
basis  as  it  now  exists,  and  on  commerce  and  civilization  ? 

The  advocates  of  the  gold  valuation  here  again  have  fur- 
nished the  argument  proving  the  weakness  of  their  cause. 
The  discovery  of  California  and  Australia,  i,e,  the  supply  of 
material  used  as  money,  brought  about  a rise  in  prices, 
which,  under  the  theory  then  developed  by  Mons.  Chevalier, 
was  called  a fall  in  the  value  of  gold.  The  rise  in  the  prices 
of  commodities  was  supposed  to  affect  injuriously  all  so-called 
fixed  contracts,  interest  from  State  debts,  and  other  fixed 
incomes,  and  a great  outcry  was  raised  that  the  undue  sup- 
ply of  gold  was  disadvantageous  to  these  contracts,  for  its 
possessors  were  unable  to  purchase  the  same  amount  of  com- 
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modities  which  they  were  able  to  procure  before.  Granting, 
for  the  moment,  that  there  was  no  compensating  counterpoise 
( of  which  I shall  speak  later  on)  to  this  seemingly  one-sided 
and  injurious  effect,  there  can  be  no  doubt  that  the  theory 
was  correct.  An  additional  supply  of  money  has  the  tend- 
ency to  raise  the  value  of  commodities  and  property;  since, 
if  an  individual  having  a fixed  income  of  say  2,000  dollars 
per  annum,  is  compelled  to  pay  prices,  say  twenty  per  cent, 
higher  than  before,  his  income  is  practically  so  much  reduced 
in  value  ; but  bear  in  mind,  the  value  of  the  labor,  the  pro- 
duce and  real  estate,  which  are  interests  vastly  outweighing 
the  more  or  less  accidental  fixed  income,  is  so  much  increased. 

Reverse  the  position  now,  and  assume  that  instead  of  a 
sudden  increase  of  the  supply  of  metallic  money,  there  had 
been  somehow  a sudden  decrease  in  its  total,  does  it  not 
follow  that  the  opposite  effect  must  be  produced — that  labor, 
commodities,  and  real  estate  must  fall  in  value,  and  that  he, 
the  individual  with  the  fixed  income,  must  profit  from  such 
a state  of  things,  because  he  can  buy  cheaper,  and  his  in- 
come becomes  more  valuable  to  him  ? 

Such  a sudden  decrease  in  the  amount  of  available  medi- 
ums of  exchange  would  be  the  demonetization  of  silver,  and 
I allege  that  that  which  I have  here  familiarly  illustrated  by 
the  effects  on  a fixed  individual  income,  will  take  place  on 
a grand  and  universal  scale  in  all  the  relations  between 
capital  on  the  one  hand,  labor,  goods  and  real  estate  on  the 
other ; and  the  demonetization  of  silver,  abstracting  say  40 
per  cent,  from  the  mediums  of  exchange,  or  rather  the  viola- 
tion of  the  contract  basis  upon  which  these  relations  now 
rest,  will  be  tantamount  to  a gratuitous  addition  to  the 
power  of  invested  capital  and  fixed  incomes,  whilst  labor  and 
property  will  fall  in  value.  Whether  this  result  takes  place 
suddenly,  or  gradually  (as  the  advocates  of  the  gold  valua- 
tion put  in  for  an  excuse),  the  principle  involved  remains 
the  same,  the  wrong  remains  paramount.  Thus  the  value 
of  all  State  debts  (in  themselves  immoral)  would  increase 
greatly,  the  burdens  of  taxation  would  become  the  heavier 
in  proportion,  and  labor  would  become  more  enslaved  than 
ever.  There  are  persons  who  allege  that  the  additional  sup- 
ply of  gold  might  soon  make  up  the  difference  ! The  folly 
of  this  assertion  equals  that  of  a man  who  wantonly  scut- 
tles his  ship  in  the  hope  and  expectation  that  he  might  get 
another  to  replace  it. 

The  whole  of  the  misconceptions  in  reference  to  this  mat- 
ter originate  in  the  false  theory  respecting  supply  and 
demand  which  has  hitherto  held  sway.  It  has  been  the 
fashion  to  say,  “ the  demand  rules,”  and  such  doctrines  have 
been  held  as — “ the  value  of  money  depends  upon  the  demand 
for  it.”  In  reality  the  supply  is  the  more  powerful  agent, 
for  it  possesses  the  faculty  of  creating  the  demand,  whereas 
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the  power  of  the  demand  to  create  supply  is  limited.  The 
history  of  railway  enterprises  show  what  supply  can  do  in 
developing  demand,  and  the  principle  therein  shown  is  active 
in  every  other  direction.  Indeed  the  supply  is  that,  with- 
out which  life  and  the  whole  intercourse  of  the  world  can- 
not go  on.  The  increase  of  supply,  of  whatever  material  it 
be,  cannot  have  any  other  but  a beneficial  effect  on  the 
whole,  and  special  interests  must  submit  to  the  effects  of 
such  an  increase. 

The  special  interests,  before  alluded  to,  those  of  the  fixed 
contracts,  may  have  suffered  drawbacks ; the  fault  lies  in 
the  specialty  of  the  individual  contract,  not  in  the  develop- 
ment of  the  world’s  intercourse  and  the  contingencies  to 
which  it  is  naturally  subject.  And  those  who  have  pleaded 
in  favor  of  the  fixed  incomes  have  altogether  overlooked  the 
compensating  counterpoise.  This  counterpoise,  from  which 
the  special  contracts  have  since  again,  at  least  in  a great 
measure,  recovered  their  former  value,  in  the  increased  pro- 
duction. When  prices  of  commodities  rise  in  value,  a stimu- 
lant is  given  to  their  production,  which  in  its  turn,  by  sat- 
isfying the  demand  sooner  or  later,  is  again  accompanied  by 
a reduction  of  the  prices,  and  that  this  has  been  literally 
fulfilled,  the  present  prices  of  commodities,  some  of  which 
are  lower  now  than  before  1850,  abundantly  prove.  The 
supply  of  the  precious  metals  may  be  more  spasmodic,  for 
it  is  unnatural  to  suppose  that  it  should  take  place  in  a 
mathematically  regular  manner;  the  increased  production  may 
be  slower,  but  it  is  surer,  and  in  the  end  it  must  come 
up  to  the  level. 

What  then  is  the  net  result  when  the  production  has 
thus  arrived  at  the  level,  or  is  on  its  way  to  it  ? It  is 
increase  simply  — increase  in  the  creation  and  existence  of 
feasible  commodities,  comforts  and  luxuries,  intended  to 
make  life  happy.  Among  these  productions  we  must  not 
only  count  material  matters  of  necessity  and  luxury,  but  the 
productions  of  the  brain, — those  of  the  poet,  the  engineer, 
the  scientific  man,  and  the  political  economist, — they  are 
just  as  much  subject  to  the  healthy  stimulant  of  a supply 
of  money  as  all  other  matters  ; and  does  not  the  welfare 
of  mankind,  its  highest  aim,  the  spread  of  civilization,  de- 
pend upon  the  progress  of  material  and  spiritual  produc- 
tion ? The  supply  of  metallic  mediums  of  exchange  has 
assisted  the  world  greatly  in  carrying  out  the  splendid  in- 
ventions, by  means  of  which,  during  the  last  twenty  years, 
commercial  intercourse,  personal  comfort,  and  civilization 
have  made  such  wonderful  strides.  A stoppage  will  take 
place,  or  a retrograde  step  will  be  made,  if  the  advocates 
of  the  gold  valuation  succeed  in  destroying  the  use  of  one 
of  the  precious  metals ; they  would  commit  a crime  from 
which  the  present  generation  may  suffer^  for  which  future 
generations  may  bitterly  curse  them. 
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USURY  LAWS  AS  AN  OBSTACLE  TO  RESUMPTION. 

As  an  obstacle  to  the  resumption  and  maintenance  of 
specie  payments,  the  usury  laws  seem  likely  to  prove  especi- 
ally mischievous  during  the  next  few  years.  As  every  one 
familiar  with  the  subject  well  knows,  a control  over  the  rates 
of  interest  is  among  the  most  efficient  means  by  which  banks 
are  able  to  secure  and  maintain  an  adequate  specie  reserve. 
A rise  in  the  rates  of  interest  has  a tendency  to  reduce 
prices,  diminish  imports  and  increase  exports,  both  of  mer- 
chandise and  securities,  and  thus  produce  a favorable  turn  in 
the  exchanges.  The  banks  gain  in  cash  because  less  money 
is  borrowed  at  the  higher  rates,  while  the  maturity  of  their 
loans  and  discounts  is  constantly  replenishing  their  coffers. 
The  operations  of  the  Bank  of  England  afford  the  most  con- 
spicuous illustration  of  this  principle.  When  its  specie  and 
reserve  are  threatened  by  a drain,  it  raises  the  rate  of  dis- 
count to  a point  sufficiently  high  to  arrest  the  efflux  and 
attract  gold  to  the  bank.  The  principal  banks  in  all  the 
great  commercial  centers  of  Europe,  have  this  power,  and 
find  it  quite  essential  to  the  successful  conduct  of  their  oper- 
ations. An  eminent  authority  on  this  subject,  M.  Bagehot 
says,  “ Whatever  persons — one  bank  or  many  banks — in  any 
country,  hold  the  banking  reserves  of  that  country,  ought  at 
the  very  beginning  of  an  unfavorable  foreign  exchange,  at 
once  to  raise  the  rate  of  interest  so  as  to  prevent  their  reserve 
from  being  diminished  further,  and  to  replenish  it  by  imports 
of  bullion.  This,  however,  is  just  what  the  banks  of  this 
country  are  for  the  most  part  forbidden  to  do,  except  within 
certain  limits,  which  are  far  too  narrow.  In  this  way  the  usury 
laws  tend  to  cramp  the  banks,  and  deprive  them  of  the  means 
of  protecting  their  reserves. 

The  banks  in  all  the  redemption  cities,  but  especially  the 
Clearing-House  Banks  of  New  York,  which  sustain  somewhat 
the  same  relation  to  the  banking  system  of  the  United  States 
that  the  Bank  of  England  does  to  that  of  Great  Britain, 
should  have  a similar  power  publicly  to  fix  their  rates  of 
discount  high  enough  to  protect  their  reserves.  If  the  State 
and  National  usury  laws  cannot  be  abolished  entirely,  they 
ought  at  an  early  date  to  be  modified  to  this  extent. 

In  the  past,  our  panics  have  been  intensified  by  the  want 
of  such  a power  over  their  rates  in  the  banks  of  our  leading 
commercial  centers.  In  the  crisis  of  1857,  though  the  rates 
of  interest  in  London  and  Paris  rose  to  ten  per  cent.,  money 
could  be  procured  at  these  rates.  But  in  New  York  the  banks 
were  restricted  to  the  legal  rate  no  matter  how  great  the 
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pressure.  They  could  not  ask  over  seven  per  cent.,  when 
money  was  worth  twenty.  Without  the  natural  power  of 
regulating  the  market  by  raising  their  rates,  they  adopted 
arbitrary  restrictions  and  curtailed  their  accommodations 
heavily,  while  the  banks  of  Europe  discounted  freely,  at  the 
advanced  rates.  The  weekly  averages  of  the  New  York  banks 
showed  a contraction  in  loans  of  $27,114,122,  between  August 
8,  and  November  28,  1857,  mostly  in  the  eight  weeks  ending 
October  10.  The  Bank  of  England,  pursuing  a wiser  policy, 
increased  its  loans  on  private  securities  from  20,404,000  to 
or  nearly  $50,000,000.  The  banks  of  New  York 
have  been  blamed  for  their  course  in  that  panic,  but  it  is  a 
question  whether  the  fault  was  more  in  the  banks  or  in  the 
law  which  hampered  their  action.  With  power  to  raise  their 
rates  as  required  by  the  state  of  the  market,  they  could  have 
mitigated  the  panic  by  limiting  their  discounts,  not  by  their 
own  fears,  but  by  the  wants  of  solvent  borrowers  at  the 
advanced  rates. 

There  has  not  been  a time  since  the  suspension  of  specie 
payments,  when  an  absolute  power  over  their  rates  of  interest 
was  more  needed  by  the  banks  than  it  it  is  likely  to  be  for 
the  next  three  or  four  years,  until  the  country  gets  fairly 
settled  on  a specie  basis.  The  existing  suspension  of  specie 
payments  has  lasted  longer  than  any  previous  one  since  the 
establishment  of  the  National  Government,  and  relatively  to 
its  wants,  the  country  has  less  specie  than  at  any  time  for 
twenty-five  years  before  the  suspension.  During  this  period 
an  immense  change  has  come  over  the  commerce  of  the 
world.  Steam  and  electricity  have  united  the  money  markets 
of  civilized  nations  into  one  body,  which  feels  every  tremor 
even  in  the  remotest  member.  In  addition  to  this,  the  vast 
extension  of  credit  operations  has  imparted  a peculiar  sensi- 
tiveness to  these  markets.  Hence  the  machinery  by  which 
the  markets  are  controlled,  and  especially  the  banking  system, 
needs  to  possess  a greater  delicacy  and  power,  corresponding 
to  the  increased  strain  to  which  it  is  liable  at  any  moment 
to  be  subjected.  There  can  be  no  doubt  that  the  banks  will 
have  an  important  part  to  perform  in  checking  any  drain 
which  may  follow  resumption,  and  in  keeping  an  adequate 
stock  of  specie  in  the  country.  To  enable  them  to  perform* 
this  work  effectively,  the  shackles  of  the  usury  laws  which 
now  bind  them,  should,  at  least  in  the  redemption  cities,  be 
removed.  With  weightier  responsibilities  than  banks  in  other 
places  there  is  nothing  invidious  in  giving  them  higher  priv- 
ileges. On  the  resumption  of  specie  payments,  we  shall 
emerge  into  new  conditions.  With  our  whole  monetary 
system  affected  by  every  demand  for  bullion  from  abroad,  it 
will  not  be  safe  longer  to  withhold  from  our  banks  a power 
of  attracting  the  precious  metals  which  is  possessed  by  other 
banks  which  may  desire  to  draw  a supply  from  our  stock. 
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USURY  BY  NATIONAL  BANKS. 

UNITED  STATES  DISTRICT  COURT,  W.  D.  OF  PENNSYLVANIA. 

fVm.  Duncan  Brother  vs.  First  National  Bank  of  Mount  Pleasant ; Benjamin 

Millinger  vs.  same. 

These  cases,  for  the  recovery  of  penalties  for  exacting  usurious  interest,  were 
decided  in  the  United  States  District  Court  at  Pittsburgh,  on  March  14th, 
the  jury  rendering  for  the  plaintiffs  in  double  the  amount  of  interest  charged. 
The  verdict  for  Millinger  was  $76.04,  and  for  William  Duncan  & Bromer, 
$1,259.92.  The  charge  of  the  Court,  delivered, by  Judge  Ketcham,  is  as  fol- 
lows : 

Gentlemen  of  the  Jury  : These  are  cases  brought  by  the  plaintiffs  to 

recover  from  the  defendant  the  penalty  for  taking  usurious  interest  under  the 
thirtieth  (30th)  section  of  the  National  Bank  law  of  June  3,  1864.  By  agree- 
ment of  counsel  both  these  cases,  William  Duncan  & Brother  and  Benjamin 
Millinger,  are  tried  by  you  together.  The  plaintiff^  as  you  have  seen  in  the 
course  of  the  testimony  at  different  times,  loaned  money  of  the  defendants, 
Duncan  & Brother,  at  three  different  times;  $500  on  January  30,  1873,  $4»ooo 
on  July  9,  1873,  ^ 5^  J^y  1^73-  B^jamin  Millinger  loaned  $ 250 

January  27,  1873,  and  $274.3^  January  15,  1875.  At  the  time  of  the  loan  in 
each  case  the  bank  retain^  nine  per  cent,  as  discount  and  credited  the  plain- 
tiffs with  the  balance,  taking  their  notes  respectively  for  the  full  amount  of 
proceeds  and  discount  The  notes  of  Duncan  & Brother  were  not  paid  at 
maturity,  but  were  renewed  from  time  to  time.  The  first  note  of  $ 500,  of 
January  30,  1873,  was  renewed  till  the  fall  of  1874.  It  had  been  reduced  by 
payments  to  the  sum  of  $150.  The  note  of  July  9,  l873t  for  $400,  was 
renewed  till  October,  1874.  The  note  of  July  1873,  for  $ 500  was  renewed 
till  November,  1874.  At  each  renewal  nine  per  cent,  interest  was 
charged,  and  was  paid  by  the  plaintiffs.  These  notes  were  all  sued  and  judg- 
ment obtained  upon  them  for  the  face  of  the  notes  or  the  principal,  before 
the  bringing  of  this  suit.  The  Millinger  notes  were  renew^;  the  note  of 
January  27,  1873,  for  $250,  from  time  to  time  till  March,  1874,  when  it 

was  paid  in  full;  the  note  of  January  15,  1875,  ^^r  $27435,  was  renewed  at 

the  end  of  three  months,  for  two  months,  and  then  for  one  month,  and 
remained  unpaid  until  suit  was  brought  upon  it  Judgment  was  obtained 
upon  it  for  the  full  amount  and  interest  from  maturity  to  judgment  Interest 
was  charged  at  each  renewal  at  nine  per  cent  No  credit  was  given  on  the 

principal  of  any  payment  of  interest  by  way  of  reducing  the  principal  of 

either  of  the  notes  of  Millinger  or  Duncan  & Brother.  Jud^ent  was  entered 
for  the  notes  in  full,  independent  of  interest.  And  the  note  that  Millinger 
paid  he  paid  in  full  without  reduction  of  any  pavment  made  of  interest. 
TOe  nine  per  cent,  that  had  been  paid  and  retained  was  left  entirely  out  of 
the  computation. 

The  act  of  Congress  permits  the  National  banks  to  charge  the  rate  of  inter- 
est fixed  by  law  in  the  State  where  they  are  locate^  and  no  more  except 
when  by  the  laws  of  any  State  a different  rate  is  limited  for  banks  of  issue 
organized  under  State  laws,  the  rate  so  limited  shall  be  allowed  for  associa- 
tions organized  or  existing  in  any  such  State  under  this  title.  The  l^[al 
rate  of  interest  in  Pennsylvania  is  six  per  cent  The  rate  of  discount  allowed 
to  banks  of  issue  is  also  six  per  cent  and  no  more.  It  is  true  there  are 
some  banks  that  by  special  acts  of  Assembly  are  allowed  to  charge  more, 
but  these  are  exceptions  to  the  general  law  of  the  State.  Congress  desds 
with  general  rules  and  when  it  excepts  banks  of  issue  under  the  State  laws 
it  means  the  general  law,  applicable  to  the  whole  State,  and  relating  to  banks 
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of  issue  all  over  the  State.  The  special  acts  authorizing  banks  of  issue,  if 
there  are  any,  apply  only  to  the  pi^icular  bank  created  by  them,  or  per- 
mitted by  them,  to  take  more  than  six  per  cent,  discount.  The  national  bank- 
ing law  prohibits  a National  bank  in  Pennsylvania  from  taking  more.  In  case 
a greater  rate  of  interest  has  been  paid  the  person  by  whom  it  has  been 
paid,  or  his  le|;al  representative,  may  recover  back  in  an  action,  in  the  nature 
of  an  action  of  debt,  twice  the  amount  of  the  interest  thus  paid  from  the  asso- 
ciation taking  or  receiving  the  same,  provided  such  action  is  commenced 
within  two  years  from  the  time  the  usurious  transactions  occurred. 

From  the  origin  of  the  loan,  from  the  retaining  of  the  first  discount  through 
all  the  renewals  up  to  the  time  of  final  payment  of  the  principal,  or  up  to  the 
time  of  entering  judgments,  there  is  a hcus  peniUntue  for  the  party  taking  the 
excessive  interest.  Any  time  till  then  he  may  consider  the  excessive  interest 
paid  on  account  of  the  loan,  and  so  apply  it,  and  lessen  the  principal.  Up  to 
that  time  he  may  make  this  election.  When  pa3onent  is  actually  made,  or 
judgment  is  entered,  the  election  is  made,  and  i^  as  in  these  cases,  judgment 
is  entered  for  the  face  amount  of  the  notes  or  full  amount  of  the  loan,  or  pay- 
ment is  taken  in  full  without  any  reduction  by  taking  out  the  excessive  interest, 
the  cause  of  action  is  complete.  The  original  loans  in  these  cases  were  more 
than  two  years  before  these  actions  were  brought,  but  the  pajnnent  of  one  of 
the  Millinger  notes  was  made,  and  the  judgment  on  the  other  Millinger  note 
and  the  judgments  on  all  the  Duncan  & Brother  notes  were  entered,  near  the 
time  of  bringing  these  suits,  less  than  two  years  before.  The  payment  and 
the  judgment  concluded  the  transaction,  and  determined  their  character  to  be 
usurious.  Till  that  time  it  was  undetermined  and  the  statute  did  not  begin 
to  run.  These  actions  were  brought  February  i,  1876.  The  Millinger  note 
was  paid  in  March,  1874.  The  judgment  against  Millinger  and  those  against 
Dimcan  & Brother,  were  obtained  before  February  i,  1876.  So  that  they  are 
within  the  statute.  The  Millinger  note  was  not  paid  in  money  direct,  but  by 
the  proceeds  of  another  note,  made  by  another  person,  and  indorsed  by  Mil- 
linger. This  was  not  a renewal,  but  payment.  It  closed  out  the  old  note  and 
commenced  another  transaction  on  a different  piece  of  paper,  with  different 
parties  under  different  liabilities.  The  defendants  treated  it  as  payment,  and 
made  the  entries  in  their  books  accordingly.  The  amount  of  interest  chained 
in  these  cases  is  computed,  and  is  agreed  upon  by  the  counsel  of  both  parties 
as  correctly  computed.  It  amounts  in  the  case  of  Benjamin  Millinger  to 
$38.02.  In  the  case  of  William  Duncan  & Brother  to  the  sum  of  $629.91. 
It  is  the  amount  of  interest  retained  and  paid  upon  each  of  the  notes  sued  by 
defendants  up  to  the  entry  of  judgment,  and  upon  the  note  paid  by  Millinger 
to  the  time  of  the  payment.  You  will  find  double  the  amount  in  each  case 
for  the  plaintiffs  respectively. 


Priority  in  Indorsements.— Albert  Draper  was  payee  of  a note  drawn  by 
Francis  W.  Allen,  and  indorsed  by  the  Chase  Manufacturing  Company,  before 
it  came  to  him.  He  sued  both  parties  in  the  ordinary  form  of  suit  against  the 
maker  and  indorser  of  a note,  llie  company  demurred  that  the  presumption  of 
law  is  that  the  payee  is  the  first  indorser,  so  that  if  it  should  be  made  to  pay 
the  note  it  would  have  an  action  a^nst  Draper.  Judge  Van  Brunt,  of 
New  York  City,  in  Supreme  Court,  Special  Term,  nolds  that  this  is  the  legal 
presumption,  to  overcome  which,  it  must  be  both  alleged  and  proved  that  the 
note  was  so  indorsed  for  the  purpose  of  giving  it  credit,  or  that  value  was 
parted  with  on  the  faith  of  the  indorsement. 
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DIGEST  OF  LEGAL  DECISIONS  IN  THE  YEAR  1 876. 

[ COMPILBD  PROM  THB  AMERICAN  LAW  REGISTER,  j 

BILL  OF  LADING. 

Where  sent  with  draft  with  instruction  to  deliver  the  goods  only  on  payment, 
and  the  consignee,  in  violation  of  orders,  delivers  to  a third  party  as  purchaser, 
the  latter  acquires  no  title  and  is  liable  to  the  consignor  in  trover.  Dows  v. 
Nat.  Ex.  Banky  681. 

BILLS  AND  NOTES. 

1.  Fomiy  Considerationy  — i.  Where  a statute  directs  that  aiw  note  “given 

for  a patent  right,”  shall  contain  those  words  in  the  body  thereof,  and  makes  it 
a misdemeanor  for  any  person  to  take  a note  for  such  considerations,  without 
the  insertion  of  those  words,  the  note  itself  is  not  illegal  and  void  without  those 
words,  nor  is  it  within  the  rule  that  the  infliction  of  a penalty  up>on  an  act 

makes  it  per  se  illegal,  and  prevents  it  from  being  the  foundation  of  a civil 

action.  Hence,  when  the  maker  of  a note  for  such  consideration  omits  to  have 
the  words  inserted,  the  failure  of  consideration  is  no  defence  against  an  inno- 
cent holder  for  value.  Pender  v.  Kelleyy  51 1. 

2.  A note  promising  to  pay  B.,  or  bearer,  forty  dollars  “profits,”  with 

interest,  etc,,  is  negotiable,  piatthew  v.  Crosby y 497. 

3.  A warrant  of  attorney  to  confess  judgment,  destroys  negotiability.  Sweeney 
v.  ThickstoHy  53 

4-  Where  a note  appears  to  have  been  altered  after  execution,  the  jury  must 
judge  whether  the  alteration  is  such  as  ought  to  put  a bona  purchaser  up>on 
inquiry,  or  whether  it  was  left  by  the  maker  in  such  a condition  as  to  .give  an 
opportunity  for  fraud.  Iron  Mountain  Bank  v.  Armstrongy  733. 

5.  Where  a party  to  a negotiable  instrument  intrusts  it  to  another  for  use  as 
such,  with  blaiucs  not  filled  up,  such  instrument  carries  on  its  face  an  implied 
authority  to  fill  up  the  blanks;  but  this  authority  would  not  authorize  the  per- 
son intrusted  with  the  instrument  to  alter  its  material  terms  by  erasing  any 
written  or  printed  part  of  it.  Angle  v.  Ufe  Ins.  Co.,  739. 

6.  Where  a note  was  given  for  an  amount  due  the  payee  from  the  maker  on 
a certain  contract,  this  was  a sufficient  consideration,  although  the  payee  may 
have  owed  the  maker  at  the  time  more  than  the  face  of  the  note,  on  other 
contracts.  Knox  v.  Clifford,  184. 

II.  Rights  of  the  Parties, — 7.  Where  a plaintiff  sues  on  a note  as  trustee  for 
another,  the  maker  may  avail  himself  of  any  defence  which  he  might  set  up 
against  the  real  owner.  Belohradsky  v.  Kuhn,  248. 

8.  An  Indiana  bank  drew  on  a Philadelphia  bank  in  favor  of  the  cashier  of 
a New  York  bank ; the  draft  was  stolen,  the  name  of  the  cashier  ( payee ) 
forged  as  indorser  and  passed  to  defendants,  October  i6th,  in  pa}anent  of  goods 
sold  to  the  holder,  they  giving  to  him  a check  on  the  Philadelphia  bank  for  the 
difference,  which  was  drawn,  and  the  draft,  indorsed  by  the  defendants,  was 
deposited  to  their  credit  in  the  same  bank.  After  learning  of  the  fraud,  on 
November  2d,  the  bank  demanded  payment  of  the  draft  from  defendants.  Held, 
that  the  demand  was  in  time.  Chambers  et  al  v.  Union  National  Bank,  375. 

9.  The  holder  of  a draft  which  is  indorsed  and  passed  by  him,  guarantees 
the  prior  indorsements.  Id. 

1 a In  an  action  on  a promissory  notes,  evidence  is  inadmissible  to  show  a 
parol  agreement,  made  when  the  note  was  given,  that  it  should  not  be  nego- 
tiated by  the  payee.  Knox  v.  Clifford,  184. 

II.  One  who  purchases  nep[otiable  paper,  before  maturity,  without  notice,  in 
absolute  payment  of  a pre-existing  deot,  surrendering  his  previous  security,  is 
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protected  by  the  law  merchant  against  all  equities  of  the  maker  as  against  the 
payee.  Id, 

12.  One  who  makes  and  puts  in  circulation  a negotiable  note,  bearing  date 
on  a secular  day,  is  estoppM,  as  against  an  innocent  holder,  from  showing  that 
it  was  executed  on  Sunday.  Id, 

13.  Aiter  accepting  and  paying  a bill,  the  drawee  cannot  recover  back  the 
amount  of  it  from  the  payee  on  the  ground  that  he  had  paid  it  under  a mistake 
as  to  the  reliability  of  the  drawer’s  security,  which  had  proved  to  be  fictitious. 
Natiof^  Bank  v.  Burkham^  184. 

14.  Where  the  makers  of  a promissory  note  are  sued  jointly,  the  defence  of 
illegal  interest  by  one  of  the  defendants  inures  to  the  benefit  of  all.  MiUer  v. 
Longacre^  679. 

15.  One  who  takes  a negotiable  note  before  maturity,  at  its  full  value,  in 
payment  of  a pre-existing  debt,  in  good  fidth,  and  without  notice  of  anything 
that  would  invalidate  it  in  the  hands  of  the  payee,  is  a bona  JUU  holder  for 
value.  RusseU  v.  Splaier^  53. 

16.  Where  the  payee  takes  up  a promissory  note  after  its  negotiation  by  him, 
the  ownership  both  legal  and  equitable,  will  return  to  him,  and  he  may  main- 
tain an  action  thereon  in  his  own  name.  Palmer  v.  Gardiner^  497. 

III.  Indorsement^  Acceptance^  drv. — 17.  Adams,  a partner  of  Moorehead  & Co., 
drew  a note  in  favor  of  Whiten  & Co.,  of  whom  also  he  was  a member,  and, 
after  it  was  mdorsed  by  the  payees,  indorsed  the  name  of  Moorehead  & Co.  ; 
the  note  was  sold  to  the  plaintiff  by  a known  bill-broker.  Held,,  that  these  cir- 
cumstances were  not  notice  to  the  plaintiff  that  the  indorsement  was  without 
authority.  Moorehead  v.  Gilmore^  52. 

18.  Each  partner  has  the  same  right  to  raise  money  for  the  use  of  the  firm 
by  endorsement  of  negotiable  paper,  as  to  do  so  by  means  of  paper  already 
issued,  and  the  public  is  not  affected  by  the  private  restriction  on  the  power  of 
each  partner,  id, 

19.  Where  the  holder  of  a time-draft,  with  accompanying  bills  of  lading,  sends 
them  to  an  agent  with  no  special  instructions  to  hold  the  bills  of  lading,  the 
agent  is  authorized  to  surrender  the  bills  to  the  drawee,  on  the  latter’s  accept- 
ance of  the  drafts.  National  Bank  of  Commerce  v.  Merchant!  National  Bank^ 
102. 

20.  It  does  not  make  any  difference  that  the  drafts  are  sent  to  the  agent 
“for  collection.”  That  instruction  merely  rebuts  the  inference  of  the  agent’s 
ownership  of  the  draft.  National  Bank  of  Commerce  v Merchant!  National 
Banky  102. 

21.  Bills  of  lading,  though  transferable  by  endorsement,  are  only  quasi  nego- 
tiable; and  the  endorsee  does  not  acquire  the  right  to  change  the  agreement 
between  the  shipper  and  his  vendee.  Id, 

22.  A bill  of  exchange  may  be  accepted  by  parol.  Scudder  v.  Union  National 
Bank,  619. 

23.  A partnership  firm  becoming  owners  of  a note  made  by  one  of  the  firm 
cannot  recover  at  law  upon  it,  but  may  in  equity.  Hall  v.  Kimbally  498. 

CHECK. 

1.  The  holder  of  a bank  check  is  bound  to  present  it  within  a reasonable 

time ; otherwise  the  delay  is  at  his  own  peril.  fVoodrujf  v.  Plant,  145. 

2.  But  what  is  a reasonable  time  must  depend  upon  the  particular  circum- 
stances of  the  case.  And  the  time  may  be  extended  by  the  assent  of  the 

drawer,  expressed  or  implied.  Id, 

3.  TTie  plaintiff,  desiring  to  make  a remittance  to  a creditor  at  a distance, 
and  there  being  no  bank  in  the  place  where  he  lived,  asked  the  defendant,  who 
had  an  account  with  a banker  in  a neighboring  city,  to  take  the  amount  of  him 
in  bank  bills  and  give  him  his  check  therefor,  and  the  defendant,  fully  under- 
standing the  object,  took  the  bank  bills  and  gave  the  plaintiff  his  check  upon 
the  banker,  payable  to  the  plaintiff’s  order,  the  defendant  the  same  day  depos- 
iting the  bills  with  the  banker.  The  plaintiff  at  once  endorsed  the  check  to 
his  creditor  and  sent  it  by  the  next  mail.  It  was  three  days  before  the  check 
reached  the  place  where  the  banker  resided  and  was  presented  for  pa3nnent,  at 
which  time  tne  banker  had  failed  and  payment  was  refused.  The  plaintiff  hav- 
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ing  taken  up  the  check  sued  the  defendant  thereon.  that  the  check  was 

presented  within  a reasonable  time  in  the  circumstances,  and  that  the  defendant 
was  liable.  Id, 

4.  It  is  the  duty  of  a bank  to  whom  a check  is  sent  for  collection,  to  present 
it  and  demand  payment  within  the  time  prescribed  by  law,  and  if  not  paid 
notify  the  proper  parties  of  its  dishonor.  ^%ex  County  National  Bank  v.  Bank 
of  Montreal^  418. 

5.  A bank  upon  whom  a check  is  drawn,  is  liable,  before  acceptance,  only  to 
the  drawer ; it  cannot  be  made  liable  to  the  holder  except  by  its  own  consent 
Id, 

6.  If  a bank  to  whom  a check  is  sent  for  collection,  instead  of  demanding 
immediate  payment,  accepts  a certification  of  it,  that  will  create  such  a new 
relation  between  the  parties  as  to  discharge  the  drawer,  and  will  render  the 
bank  accepting  the  certification  in  lieu  of  pa3rment,  liable  for  any  loss  arising  to 
the  holder  fiom  the  failure  of  the  bank  upon  which  the  check  was  drawn.  Id, 

7.  The  party  to  whom  the  check  is  mdorsed  for  collection,  is  the  proper 
plaintiff^-  and  an  amendment,  under  the  practice  in  Illinois,  is  allowable  at  the 
trial,  substituting  such  party  as  plaintiff.  Id, 

CONTRACT. 

1.  Government  bonds  were  deposited  in  a bank ; the  depositor  allied  that 
the  bank  boi^ht  them  from  him  at  par,  fraudulently  informing  him  that  there 
was  no  premium  on  them,  when  there  was,  within  the  knowledge  of  the  bank. 
The  def^sitor  sued  the  bank  for  the  premium  and  declared  m the  common 
money  counts : Held<t  that  the  depositor  could  not  recover  on  those  counts. 
Sankefs  Executors  v.  Bank^  309. 

2.  If  the  bonds  were  purchased  by  the  bank  in  good  faith  at  par,  although 
they  were  then  selling  in  the  market  at  a premium,  of  which  both  pa^es  were 
ignorant,  the  depositor  could  not,  on  the  ground  of  mutual  mistake,  recover  the 
l^nds  or  the  premium  on  them.  Id, 

CORPORATION. 

A quorum  of  the  directors  of  a corporation  are  competent  to  act  within  the 
scope  of  their  powers  and  to  bind  the  corporation,  although  the  meeting  was 
not  r^;ularW  called,  and  there  was  no  notice  to  the  other  directors.  Id, 

A ^e  of  the  company’s  shares  of  its  own  stock,  made  at  such  a meeting  of 
the  directors,  if  made  bona  fide  and  for  full  value,  and  for  the  purpose  of  raising 
money  to  meet  an  urgent  necessity  of  the  company,  passed  a good  pritna  facie 
title  to  the  shares.  Any  director  or  stockholder  desiring  to  avoid  such  sale, 
must  proceed  at  once  to  dispute  it  in  legal  form.  State  ex  reL  Page  v.  Smith, 
466. 

If  the  sale  is  otherwise  valid,  it  is  not  vitiated  by  the  fact  that  the  motive  of 
the  purchaser  and  of  some  of  the  directors,  was,  to  enable  the  former  to  vote 
upon  the  shares  in  a certain  manner  at  an  approaching  election  of  corporate 
officers.  Id, 

Where  new  stock  is  issued  which  is  to  share  in  profits  with  existing  stock, 
all  the  holders  of  the  latter  have  an  equal  right  to  subscribe  for  their  propor- 
tionate part  of  the  new  stock,  but  this  rule  does  not  apply  to  original  stock 
bought  in  by  the  corporation  and  held  as  assets,  and  sold  for  the  payment  of 
liabilities  or  for  the  general  benefit.  Id, 

Where  a director  lends  mon<^  to  his  corporation,  taking  a deed  'of  trust  to 
secure  the  same,  he  must  act  fairly  and  be  free  from  all  fraud  and  oppression. 
Harts  V.  Brown,  553. 

A director  can  loan  money  to  a corporation  when  the  money  is  needed,  and 
the  transaction  is  open  and  otherwise  free  from  blame.  Oil  Company  v.  Mar- 
burv,  680 

An  insolvent  corporation  cannot  purchase  in  a portion  of  its  capital  stock. 
Currier  v.  Lebanon  Slate  Co.,  680. 

Where  shares  of  stock  in  a banking  corporation  have  been  hypothecated,  and 
placed  in  the  hands  of  the  transferee,  he  will  be  subjected  to  all  the  liabilities 
of  ordinary  owners.  Wheelock  v.  Kost,  $$8. 

A stockholder  of  a banking  corporation  which  is  a corporation  de  facto,  who 
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receives  dividends,  will  be  estopped  from  insisting,  when  sued  by  its  creditors, 
that  the  corporation  was  not  leg^  A/.,  552. 

INTEREST. 

1.  Under  the  Ohio  statute,  parties  may  stipulate  in  a note  for  any  rate  of 
interest  not  exceeding  eight  per  cent  per  annum,  and  such  note,  after  maturity, 
without  an  express  agreement  to  that  effect,  will  continue  to  be^  the  stipulate 
rate  until  payment  Marietta  Iron  Works  v.  Lottimer^  192. 

2.  A judgment  taken  on  such  a note  for  the  amount  due,  including  unpaid 
interest,  will  bear  the  stipulated  rate  of  interest  only,  without  rests,  until  pay- 
ment. Id, 

3.  A special  rate  of  interest  continues  under  the  Ohio  statue,  after  the  time 
agreed  upon  has  expired.  Monnott  v.  Sturges^  124. 

4.  Where  a party  agrees,  by  note,  to  pay  a certain  sum  at  the  expiration  of 
a year,  with  interest  on  it  at  a rate  named,  and  does  not  pay,  it  bean  interest 
not  at  the  specified  rate  but  at  the  customary  or  statute  rate.  Bumhisel  v. 
Firman,  124. 

5.  If,  however,  the  parties  calculate  interest  and  make  a settlement  upon  the 
basis  of  the  old  rate,  and  the  debtor  gives  new  notes  and  a mortgage  for  the 
whole  on  that  basis,  the  notes  and  mortgage  are,  independently  of  the  Bankrupt 
Act,  and  of  any  statute  making  such  seciurities  void  in  toto  as  usurious,  valid 
securities  for  the  amount  which  would  be  due  on  a calculation  properly  made. 
They  are  bad  only  for  the  excess.  Id, 

NATIONAL  BANK. 

1.  A National  bank  has  no  p>ower  to  take  a mortgage  as  security  for  the  loan 
of  money,  and  if  it  does  so,  the  mortgage  is  void  and  proceedings  up>on  it  will 
be  enjoined.  Matthews  v.  Skinker,  488, 

2.  Corporations  having  only  the  powers  expressly  given  by  their  charters  or 
the  law  under  which  they  are  incorporated,  or  such  as  are  necessarilv  implied, 
must  follow  strictly  the  mode  of  action  prescribed  by  the  the  law.  Id, 

3.  The  National  Bank  Act  not  only  fails  to  authorize,  but  expressly  pro- 
hibits the  banks  from  dealing  in  real  estate  securities,  except  in  certain  speci- 
fied cases  to  secure  debts  previously  due.  Id. 

4.  A person  paying  more  than  the  legal  rate  of  interest  to  a National  bank 
cannot  have  it  applied  as  a payment  of  so  much  of  the  principal,  in  an  action 
brought  two  years  afterwards.  Higky  v.  First  National  Bank,  501. 

5.  In  such  case  the  rights  of  the  parties  are  not  affected  by  the  State  usury 
laws.  Id, 

6.  The  New  Hampshire  statute,  subjecting  the  surplus  capital  of  banking 
institutions  to  taxation,  is  applicable  to  National  banks.  First  National  Bank 
v.  Peterborough,  501. 

7.  Such  taxation  of  the  surplus  capital  of  such  banks  is  not  prohibited  by 
Congress,  and  is  not  an  encroachment  upon  the  constitutional  powers  vested  in 
the  Federal  Government  Id, 

8.  The  States  can  exercise  no  control  over  the  National  banks  nor  in  any 
wise  affect  their  operation  except  in  so  far  as  Congress  may  see  proper  to  per- 
mit. National  Bank  v.  Bearing,  621. 

9.  The  provision  of  the  Act  of  February  10th,  1868,  that  taxation  on 
National  bank  stock  shall  not  be  at  a greater  rate  than  is  assessed  upon  other 
moneyed  clmital  in  the  States,  relates  only  to  the  rate,  and  does  not  prohibit 
the  States  from  exempting  any  subjects  from  taxation.  Gorgads  App^,  622. 

10.  The  stock  of  National  banks  is  liable  to  a school  tax  in  addition  to  the 
State  tax.  Carlisle  School  District  v.  Hepburn,  622. 

11.  In  the  honest  exercise  of  the  power  to  compromise  a doubtful  debt, 
stocks  may  be  accepted  in  payment  and  satisfaction.  National  Bank  v.  National 
Exchange  Bank,  743. 

SET-OFF. 

In  the  ordinary  course  of  business,  funds  deposited  with  a banker  become 
his  property  and  constitute  an  ordinary  debt  payable  on  demand  in  instalments 
at  the  depositor’s  option,  and  the  subject  of  set-of!^  bnt  semble,  if  they  were 
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deposited  with  him  as  treasurer  of  a corporation  the  funds  would  be  held 
upon  a trust  and  not  subject  to  set-off.  Id. 

Where  an  insurance  company  has  funds  on  deposit  with  a banker  and 
becomes  insolvent,  he  may  set-off  his  losses  on  property  insured  by  the  com- 
pany. Id, 

STAMP. 

1.  The  want  of  a stamp  on  a note  is  no  evidence  of  want  of  consideration. 
Long  V.  Spencer^  443. 

2.  The  Internal  Revenue  Act  merely  made  the  want  of  a stamp  a disquali- 
fication of  the  instrument  as  evidence.  Id. 

VERBAL  AGREEMENT. 

Where  K.  & W.,  by  a parol  agreement  with  a certain  bank,  promise  that  if 
the  bank  will  cash  a certain  draft  to  be  drawn  by  and  in  the  name  of  a certain 
agent  of  theirs  upon  S.  L.  & Co.,  that  said  K.  & W.  will  be  responsible  for 
its  payment,  and  afterwards  such  agent  does  draw  such  draft  and  the  said  bank 
cashes  the  same,  and  afterwards  said  draft  is  dishonored  by  said  S.  L.  & Co.  : 
Ileld^  that  the  bank  may  maintain  an  action  to  recover  from  said  K.  & W.,  on 
said  parol  promise,  the  amount  paid  out  on  said  draft,  with  interest.  Kohn  v. 
First  National  Bank^  313. 

Evidence  to  prove  a promise  to  pay  the  debt  of  another,  as  an  original  under- 
taking, and  not  a contract  of  suretyship,  must  be  clear  and  satisfactory.  Haxierly 
v.  Mercur,  443. 


INSOLVENT  NATIONAL  BANKS. 

[ AUTHORITY  OF  THH  COMPTROLLER  AND  LIABILITY  OF  STOCKHOLDERS.  | 

U.  S.  CIRCUIT  COURT,  D.  OF  MINNESOTA,  FEBRUARY,  1877. 

C.  P.  BaiUyy  Receiver  of  the  First  National  Bank  of  Dtduthy  v.  A,  f.  Sawyer. 

This  is  a common  law  action  brought  to  enforce  the  individual  liability  of  a 
stockholder  in  the  First  National  Bank  of  Duluth,  and  to  recover  the  amount 
of  an  assessment  ordered  by  the  Comptroller  of  the  Currency,  to  the  extent  of 
seventy-five  per  centum  of  the  par  value  of  the  shares  of  the  capital  stock  of 
said  bank,  under  and  by  virtue  of  the  Act  of  Congress  in  relation  to  national 
banks. 

A demurrer  is  interposed  to  the  complaint.  Upon  the  argument  it  is  urged : 

1st.  That  the  complaint  should  set  forth  the  facts  and  data  up>on  which  the 
Comptroller  determine  that  a necessity  existed  which  authorized  proceedings  to 
enforce  the  individual  liabilitv  of  stockholders. 

2d.  That  the  suit  should  have  been  in  equity,  and  not  in  law. 

Nelson,  J. — The  Comptroller  of  the  Currency  by  virtue  of  the  national 
banking  law  in  winding  up  an  insolvent  bank,  is  vested  with  authority  to  deter- 
mine when  a deficiency  of  assets  exists,  so  that  the  individual  liability  of  the 
stockholders  may  be  enforced.  This  liability  is  conditional,  and  was  so  held  in 
Bank  V.  Kennedy.,  1 7 Wall.  R.,  p.  22,  but  the  Comptroller,  in  the  exercise  of 
a judicial  discretion,  decides  upon  the  data  before  him  when  “it  is  necessary” 
to  compel  contribution  from  stockholders  to  pay  the  debts  of  the  bank.  The 
law  clothes  him  with  this  authority,  and  no  appeal  lies  from  his  decision  by  a 
stockholder.  He  appoints  a receiver,  and  resorts  to  the  ultimate  remedy  when- 
ever, in  his  judgment  the  condition  of  the  bank  requires  its  enforcement  And, 
as  stated  in  Kennedy  v.  Gibson^  et  al^  8 Wall  R.,  504,  a more  speedy  settle- 
ment of  the  afiairs  of  an  insolvent  bank  is  thus  obtained.  Again,  this  obliga- 
tion of  the  stockholder  is  fixed  when  he  becomes  a member  of  the  corporation 
by  taking  stock  therein,  and  is  several,  not  joint.  There  is  no  necessity  for 
invoking  the  aid  of  a Court  of  Chancery  to  determine  the  sum  each  stockholder 
must  pay,  for  that  is  regulated  by  the  number  of  shares  of  stock  owned.  When 
the  Comptroller  declares  and  orders  an  assessment,  the  precise  amount  each 
stockholder  must  contribute,  is  a certain  exact  sum.  A suit  at  law  would  seem 
to  be  the  suitable  proceeding  to  collect  the  assessment. 

Demurrer  overruled. 
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Silver  and  Gold^  and  their  relation  to  the  problem  of  Resumption,  By  S.  Dana 
Horton.  Cincinnati : Robert  Clarke  & Co.,  1877. 

Two  important  requisites  seem  now  to  be  desired  in  the  present  state  of  the 
silver  question.  First  of  all,  we  need  to  have  the  evidence  on  all  the  import- 
ant points  collected  and  arranged  in  logical  sequence  and  luminous  order. 
Secondly,  we  need  to  have  the  various  problems  which  have  been  raised,  and 
which  are  subordinate  to  the  main  question,  clearly  stated,  and  the  bearings  of 
the  various  facts  upon  each  of  these  questions  plainly  set  forth.  The  book 
before  us  is  more  valuable  than  most  of  the  recent  essays  on  the  silver  problem, 
because  it  is  devoted  to  so  great  an  extent  to  the  first  of  these  objects,  and 
confines  itself  closely,  if  not  exclusively,  to  the  domain  of  facts.  Hence,  the 
book  may  be  expected  to  be  read  with  equal  interest  by  men  of  very  opposite 
opinions  on  the  mono-metallic  controversy.  In  the  short  space  of  two  hundred 
pages  Mr.  Horton  has  collected  together  a copious  mass  of  evidence,  which 
he  has  digested  into  eleven  chapters.  Of  these,  the  most  important  in  a prac- 
tical point  of  view  are  the  first  five,  which  treat  of  the  supply  of  the  precious 
metals ; the  arguments  for  and  against  gold  and  silver,  as  mono-metallic  or 
bi-metallic  standards  of  value  ; and  the  present  monetary  situation  of  the  United 
States.  In  the  last  mentioned  chapter  is  given  a sketch  of  the  public  debt  of 
the  United  States,  and  an  estimate  of  the  aggregate  of  State,  municipal,  and 
railroad  bonds,  as  well  as  of  the  paper  currency  in  this  country.  In  his  subse- 
quent pages,  Mr.  Horton  discusses  the  moral  questions  involved  in  the  mone- 
tary policy  where,  as  in  this  country,  the  Government  notes  are  irredeemable 
and  depreciated.  He  gives  a masterly  sketch  of  the  legislation  during  the  war, 
and  its  effects  upon  the  present  monetary  situation,  and  proposes  the  question 
whether  silver  is  not  the  lawful  successor  of  the  greenback.  In  ^me  of  his 
views,  our  author  agrees  with  the  celebrated  letter  written  several  years  ago  by 
President  Grant,  to  advocate  the  resumption  of  specie  payment  in  silver,  subject 
to  various  precautions  and  within  certain  limits.  It  is  the  object  however,  of 
Mr.  Horton,  to  collect  evidence  rather  than  to  deduce  principles  or  to  defend 
theories.  And  the  body  of  facts  which  he  has  collected  together  in  this  part  of 
his  work,  is  certainly  creditable  both  to  his  industry  as  a compiler,  and  to  his 
power  to  compress  his  materials  within  narrow  limits,  and  to  give  to  them  the 
benefit  of  a lucid  arrangement.  After  an  interesting  but  brief  history  of  the 
paper-money  era  in  England,  and  of  the  inflation  and  expansion  to  which  it  led 
during  the  early  part  of  this  century,  Mr.  Horton  traces  out  the  consequences 
of  the  resumption  of  specie  payments  in  1821  and  the  course  of  prices  from 
1815  to  1824.  This  part  of  the  work  is  closed  by  a number  of  extracts  from 
distinguished  economists  on  Gold  Mono-metallism.  Locke,  Chevalier,  Vander- 
berg,  Hendriks,  and  other  writers,  are  referred  to,  as  is  also  the  Paris  Confer- 
ence and  the  German  Handelstag.  Mr.  Horton  next  approaches  the  discussion 
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of  the  Policy  of  Resumption  proposed  by  M.  Cemuschi.  This  policy  consists  of 
two  parts,  first  the  establishment  of  the  ratio  of  fifteen  and  a half  to  one  between 
silver  and  gold.  This  ratio  M.  Cemuschi  would  have  established  all  over  the 
commercial  world.  His  second  object  would  be  to  convene  an  International 
Commission,  in  which  all  the  great  commercial  powers  of  Christendom  should  be 
represented,  and  should  negotiate  a treaty  in  which  the  bi-metallic  theory  of 
the  currency  should  receive  the  sanction  of  all  the  great  powers,  and  should 
become  universally  accepted  all  over  the  world.  How  far  Mr.  Horton  agrees 
with  these  views,  and  to  what  extent  he  regards  them  as  practicable,  he  does 
not  precisely  say.  Of  course  one  great  difficulty  would  be  that  the  nations 
might  prove  false  to  their  faith,  and  that  the  monetary  treaties  might  be 
broken.  Still  on  the  whole  our  Author  leans  to  the  opinion  that  M.  Cemuschi’s 
policy  might  with  some  modifications  be  adopted.  The  last  chapter  is,  in 
many  respects,  the  most  interesting  in  the  volume.  It  treats  of  the  conditions 
needful  for  the  successful  resumption  of  specie  payments  in  this  country. 
The  two  obvious  conditions  of  resumption  are  of  course  that  a sufficient  con- 
traction in  the  volume  of  the  paper  currency  shall  be  previously  made,  and 
that  a stock  of  coin  shall  be  hoarded  in  the  Treasury,  to  be  ready  when 
the  time  of  resumption  comes.  These  fundamental  points  are  not  discussed 
by  Mr.  Horton,  who  confines  his  attention  to  the  question  whether  the  coin 
accumulated  for  resumption  shall  be  of  silver  or  of  gold,  or  whether  it  shall 
consist  of  the  two  metals  together.  He  also  discusses  the  important  ques- 
tions connected  with  the  S3rstem,  and  the  guarantees  which  should  reg^ulate 
the  coinage  of  money-metal  during  and  after  resumption.  At  the  close  of 
the  volume,  an  appendix  of  forty  pages  contains  a rich  fund  of  miscellaneous 
information,  consisting  of  extracts  fi’om  Soetbeer  and  various  authors,  ancient 
and  modem,  on  topics  elucidating  the  several  questions  raised  in  the  course 
of  the  discussions  to  which  the  body  of  the  work  is  devoted.  Not  the  least 
attractive  part  of  the  Appendix  is  the  valuable  list  of  recent  works  pub- 
lished on  the  Gold  and  Silver  question.  During  the  next  session  of  Con- 
gress there  will  be  much  agitation  of  the  public  mind  as  to  the  necessity 
and  the  proper  functions  of  the  proposed  International  Monetary  Congress. 
Mr.  Horton’s  book  will  afford  a tempting  supply  of  material  for  those  persons 
who  intend  to  take  an  active  part  in  that  discussion,  as  well  as  to  the  more 
numerous  class  of  readers  who  wish  to  inform  themselves  on  the  monetary 
question,  and  who  are  not  prejudiced  for  or  against  either  of  the  two  great 
parties,  who  are  fighting  the  battle  of  the  Standards. 


An  Introduction  to  Political  Economy,  By  ARTHUR  Latham  Perry,  LL.  D. 

New  York  : Scribner,  Armstrong  & Company. 

One  of  the  literary  characteristics  of  the  age  is  the  tendency  to  diffuseness. 
This  little  book  is  not  chargeable  with  that  fault  The  work  is  intended  not 
as  a substitute  for  the  Author’s  larger  treatise,  but  rather  as  an  introduction  to 
it,  and  as  an  aid  to  those  business  men  who  want  to  obtain  some  accurate 
ideas  of  political  economy,  but  have  not  the  time  or  the  discipline  of  mind  or 
the  patience  of  investigation  requisite  for  mastering  the  larger  and  more  elaborate 
works  of  J.  B.  Say,  J.  R.  McCulloch,  or  Adam  Smith.  Mr.  Perry’s  book  is 
divided  into  six  chapters,  of  which  the  first  treats  of  Value,  while  the  next  three 
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chapters  are  less  theoretical,  and  treat  of  Production,  Commerce  and  Money. 
The  last  two  chapters  discuss  the  difficult  subjects  of  Credit  and  Taxation.  In 
the  chapter  on  Value,  Prof.  Perry  gives  an  interesting  exposition  of  Bastiat’s  well- 
known  theory  on  the  subject.  If  he  does  not  add  much  to  Bastiat’s  expositions, 
Mr.  Perry  is  one  of  the  most  eloquent  and  useful  of  Bastiat’s  disciples  in  this 
t:ountry.  In  the  chapter  on  Production,  there  is  much  that  will  repay  close 
attention,  though  we  could  wish  that  our  Author  had  been  a little  more  precise 
and  careful  in  the  definition  and  use  of  the  specific  terminology  of  his  science. 
In  the  chapter  on  Credit,  there  will  perhaps  be  found  more  of  originality  and 
of  useful  practical  information  than  in  any  other  part  of  the  book.  The  chap- 
ters on  Taxation  and  on  Money  bear  marks  of  haste.  The  statements  of  fact 
and  of  principle  are  in  some  instances  too  sweeping,  and  need  qualification 
before  they  can  be  accepted  as  approximately  true.  In  a work  intended  not 
only  for  general  readers  of  various  ages  and  acquirements,  but  **as  a text-book 
in  high  schools,  academies  and  colleges,”  we  have  a right  to  look  for  more  care 
and  for  greater  completeness  than  is  foimd  in  some  parts  of  this  volume.  Still 
its  defects  might  easily  be  remedied,  and  as  a second  edition  will  probably  soon 
be  required,  the  Author  will  do  well  to  give  to  the  whole  work  a severe, 
judicious  and  enlightened  revision.  Professor  Perry  is  one  of  our  most  popular 
writers  on  Political  Economy,  and  the  present  work  is  not  only  worthy  of  his 
deservedly-high  reputation,  but  may  stimulate  and  extend  the  study  of  economic 
science  very  beneficially  in  this  country. 


Tht  Statesman's  Year-Book:  Statistical  and  Historical  Annual  of  the  States  of  the 
Civilized  Worlds  for  the  year  1877.  Frederick  Martin.  Fourteenth 
annual  publication,  revised  after  official  returns.  London:  Macmillan  & Co. 

This  useful  and  well-known  statistical  annual  contains  the  usual  variety  of 
tabular  and  other  information,  brought  down  to  the  latest  period.  In  conse- 
quence of  the  Eastern  difficulty,  and  of  the  frequent  discussions  as  to  the  finan- 
cial condition  of  the  Russian  and  Turkish  Governments,  Mr.  Martin  seems  to 
have  given  special  care  to  his  articles  on  Russia  and  Turkey,  with  the  tribu- 
tary States  of  Egypt,  Roumania,  and  Servia.  In  the  chapter  devoted  to  the 
United  States,  an  elaborate  summary  is  given  of  the  main  statistical  facts  per- 
taining to  the  Government,  the  revenue  and  expenditures,  the  army  and 
navy,  the  population  and  productive  power,  the  trade  and  industry,  and  the 
educational  and  ecclesiastical  progress  of  the  nation.  There  is  no  work  pub- 
lished in  this  country  in  the  English  language,  in  which  the  industrial  and 
economic  facts  in  regard  to  the  various  nations  of  the  world  can  be  so  easily 
and  so  accurately  investigated  by  those  persons  who  are  precluded  from  the 
opportunity  of  examining  larger  and  more  voluminous  official  records.  Several 
hundred  volumes  have  been  studied  by  Mr.  Martin,  in  the  compilation  of  this 
book  which  has  been  publbhed  for  a period  of  fourteen  years.  No  less  than 
fifty-five  volumes  of  official  publications  and  non-official  works  are  mentioned  by 
Mr.  Martin  as  having  been  used  in  the  compilation  of  that  part  of  his  book 
which  contains  the  record  of  the  year  1876.  At  the  same  rate  of  calculation 
more  than  eight  hundred  volumes  of  statistical  and  official  records  must  have 
been  made  to  contribute  their  quota  to  the  compact,  luminous,  and  well- 
arranged  pages  of  the  volume  before  us. 
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Gold  and  Debt ; an  American  Hand-book  of  Finance^  also  a Digest  of  the  Mone- 
tary Laws  of  the  United  States.  By  W.  L.  Fawcett.  Chicago  : S.  C. 
Griggs  and  Company,  1877. 

The  plan  of  this  book  is  better  than  the  execution.  Its  object  is  to  arrange 
in  a compact  form,  convenient  for  reference,  a mass  of  statistical  information 
relative  to  the  monetary  and  fiscal  condition  of  the  United  States  and  of 
Europe.  In  successive  chapters  the  Author  gives  an  account  of  the  monetary 
* units  in  use  among  the  various  nations  of  modem  time,  a sketch  of  the  history 
of  paper  money  and  coin  in  the  United  States,  a review  of  the  progress  of 
paper  money  in  Europe,  and  of  the  suspensions  of  specie  payments  in  the  United 
States,  in  Great  Britain,  in  France,  in  Austria,  Italy,  Russia  and  Brazil.  The 
Author  then  gives  a mass  of  information  concerning  the  stock  of  silver  coin  in 
Europe  and  in  the  world,  with  the  national  progress  and  productive  growth  of 
the  various  countries,  their  public  debts  and  foreign  trade.  One  of  the  most 
useful  chapters  of  the  book  is  that  devoted  to  the  Monetary  Laws  of  the  United 
States,  which  has  been  very  carefully  compiled,  and  appears  to  be  tolerably 
complete  and  accurate.  The  chapter  on  the  National  Banks  and  Bank  Currency 
is  also  useful  It  contains  all  the  sections  of  the  Revised  Statutes  of  the  United 
States  which  refer  to  the  National  banks,  so  as  to  exhibit  all  the  lavrs  in  force 
in  August,  1876,  governing  the  organization  of  National  banks  and  the  issue 
and  redemption  of  National  bank  currency.  The  Appendix  contains  tables  of 
the  Usury  Laws  of  the  various  States,  with  some  miscellaneous  tables  of  mone- 
tary units  and  of  population.  We  observe  also  a table  of  prices  for  fifty  years, 
prepared  by  the  Hon.  Jeremiah  M.  Rusk,  of  Wisconsin,  and  used  to  illustrate 
his  arguments  in  his  speech  on  the  tariff  in  Congress,  iith  August,  1876. 
The  practical  usefulness  of  this  book  would  have  been  greatly  enhanced  if 
the  Author  had  been  able  to  have  brought  down  some  of  his  statistical  state- 
ments to  a later  period.  Still  in  its  present  condition  the  work  is  extremely 
suggestive ; and  to  persons  who  have  not  access  to  more  recent  and  complete 
works,  its  general  accuracy,  simple  plan,  and  excellent  arrangement,  will 
make  it  valuable. 


Hubbell*s  Legal  Directory  for  1866-7.  New  York  : J.  H.  Hubbell  & Co. 

This  publication,  which  is  now  in  its  seventh  year,  contains  the  names  of 
one  or  more  of  the  leading  attorneys  in  nearly  three  thousand  towns  in  the 
United  States  and  Canada.  It  furnishes  also  a synopsis  of  the  collection  laws 
of  each  State,  and  of  Canada,  with  instructions  for  taking  depositions,  the 
execution  and  acknowledgement  of  deeds,  wills,  etc.,  together  with  a synopsis 
of  the  bankrupt  law,  and  the  names  of  Registers  in  Bankruptcy.  The  times 
for  holding  courts  throughout  the  United  States  and  Territories,  for  the  year 
commencing  September  i,  1876,  are  also  given,  and  a list  at  the  end  gives  the 
names  of  one  or  more  bankers  in  the  principal  places.  The  work  contains  over 
700  pages,  and  is  a very  useful  addition  to  the  legal  library,  or  to  the  desk  of 
any  whose  business  extends  to  other  States. 
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Robert's  Rules  oj  Order  for  DeUberatioe  Assemblies.  By  Major  Henry  M. 

Robert,  Corps  of  Engineers,  U.  S.  A.  Chicago : S.  C Griggs  & Ca 
This  little  msumal  is  in  two  parts,  the  first  comprising  Rules  of  Order,  a 
compendium  of  parliamentary  law,  based  upon  the  rules  and  practice  of  Con- 
gress ; the  second  part,  on  the  organization  and  conduct  of  business,  being  a 
simple  explanation  of  the  methods  of  organizing  and  conducting  the  business  of 
societies,  conventions,  and  other  deliberative  assemblies.  The  instructions  are 
well  arranged  and  clear,  and  a table  of  twenty-seven  rules  furnishes  answers  to 
two  hundred  questions  in  Parliamentary  tactics.  An  ample  index  closes  this 
very  convenient  and  useful  book,  which  is  in  so  small  a compass  as  to  be 
readily  carried  in  the  pocket 


INQUIRIES  OF  CORRESPONDENTS. 

Addressed  to  the  Editor  of  the  Banker’s  Magazine. 

I.  Proper  Hours  for  Protesting  Paper. 

A note  payable  at  another  bank  is  handed  to  a Notary  a few  minutes  after 
the  closing  hour,  three  o’clock.  He  makes  the  demand  at  the  bank  where 
payable,  the  proper  officers  being  there,  and  payment  being  refused  it  is  pro- 
tested. I wish  to  ask : 

1st.  Can  a note  be  protested  on  a demand  made  before  the  dose  of  bank- 
ing hours? 

2d.  Is  it  too  late  for  the  Notary  to  make  a legal  demand  a few  minutes 
after  the  dosing  hour? 

Reply. — A note  can  be  presented  for  pa3nnent,  on  the  day  of  its  maturity, 
at  its  place  of  pa3nnent  as  early  in  the  day  as  that  place  is  open  for  business, 
and  it  is  the  duty  of  the  maker  ( or  acceptor,  if  a draft ) to  have  funds  there 
ready  to  meet  it.  If  presented  by  a Notary  he  can  at  once  protest  and  need 
not  present  again. 

A note  payable  at  bank  should  be  presented  **  before  the  close  of  business 
hours,”  but  that  does  not  necessarily  imply  “before  three  o’clock.”  If  there 
is  any  one  there  to  answer  a demand  of  payment  the  presentment  is  a good 
one,  however  late  in  the  day-time  the  hour  may  be. 

IL  The  Taxation  of  Legal  Tenders. 

Will  you  please  inform  me  whether  Legal-Tender  notes  are  taxable  or  not  ? 

Reply. — It  has  been  dedded  by  the  Supreme  Court  of  the  U.  S.  that  no 
tax  can  be  levied  by  a State  on  United  States  notes  issued  under  the  late 
loan  and  currency  acts,  and  intended  to  circulate  as  money,  and  with  the 
National  Bank  notes  constituting  the  currency  of  the  country.— Paschal’s  Anno- 
tated  Constitution  sums  up  as  follows  the  rule  sustained  by  many  dedsions  : 
“The  United  States  bonds,  and  indeed  all  the  public  securities  which  have 
to  be  redeemed,  and  which  circulate  as  currency,  may  properly  be  classified  as 
money  borrowed,  or  rather  securities  given  for  money  borrowed,  on  the  credit 

of  the  United  States The  States  have  no  power  to  tax  the  loans 

of  the  United  States.  [^IVeston  vs.  City  Council  of  Charleston^  2 Pet.,  449. 
Bank  of  Commerce  vs.  New  York,  2 Black,  629.] 
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III.  Undecipherable  Signatures. 

Some  months  ago  we  issued  our  Certificate  of  Deposit  for  $ i,cxx>  Gold, 
to  Sam  Hing,  a Chinaman.  lie  alleges  that  it  was  stolen  from  him,  and 
that  it  is  unendorsed.  Being  a Chinaman  he  is  unable  to  give  us  an 
indemnifying  bond.  Should  the  certificate  be  presented  for  paymen  by  an 
innocent  holder,  and  payment  demanded  on  ue  ground  that  the  signature 
written  in  Chinese  characters  was  genuine — Chinese  signatures  being  so  much 
alike  it  would  be  difficult  to  disprove  the  assertion, — is  there  any  safe  way 
to  pay  Sam  Hing  his  money  and  protect  ourselves  from  paying  the  Certificate 
a second  time,  whether  presented  by  an  innocent  holder  or  otherwise? 

Reply. — There  is  no  safe  way,  in  the  case  cited,  to  pay  either  the  inno- 
cent holder  or  the  bland  Sam  Hing. 

The  thing  requisite  to  justify  payment  is  either  proof  or  indemnity.  Our 
correspondent  should  have  regarded  the  dep>ositor  in  the  first  instance,  pre, 
cisely  as  if  he  was  unable  to  write  anything  more  than  his  -j-  mark.  His 
personal  description  should  have  been  entered  on  the  signature  book  and  the 
Certificate  issued  payable  to  himself  only,  not  to  bis  order.  Hing  certainly  has 
no  claim  to  be  paid,  in  the  absence  of  the  Certificate,  unless  he  gives  proper 
indemnity  ; and  on  the  other  hand,  if  he  affirms  that  no  holder  of  the  paper 
has  a genuine  transfer,  any  one  presenting  it  should  be  required  to  furnish  a 
guarantee  of  genuineness  in  the  alleged  indorsement  An  order  of  Court 
might  aid  in  solving  the  dispute. 


IV.  Retaining  a Debt  from  a Check  Presented  for  Payment. 

Suppose  a bank  to  hold  the  note  of  £.,  past  due  and  unpaid,  and  B.,  to 
present  at  its  counter  for  pavment  the  check  of  a depositor.  Has  the  t^k 
any  le^  right  to  keep  back  the  amount  of  his  unpaid  note  and  give  B., 
only  the  balance  of  the  check?  Would  the  case  be  any  different  if  the 
note  were  left  for  collection  instead  of  belonging  to  the  bank,  or  if  the 
check  should  be  on  some  other  bank  ? 

Reply. — The  bank  has  no  legal  right  in  either  case  to  deduct  the  amount  of 
its  claim  when  paying  the  check,  without  the  consent  of  its  holder. 


V.  The  Risk  of  Collections. 

A draws  draft  on  B.,  favor  of  C.  (a  bank)  for  collection.  C.  forwards  to 
D ( a bank ) for  collection.  D.  collects  payment,  surrenders  the  draft  drawn 
by  A.,  sends  his  own  check  on  New  York  to  C.,  who  pays  A the  amount  of 
his  collection,  and  forwards  the  check  drawn  by  D.  to  his  New  York  correspond- 
ent for  credit  The  check  is  protested  and  returned  to  C Proceedings  in 
bankruptcy  have  been  commence  against  D.,  between  the  date  on  which  the 
check  was  issued  and  its  presentation  to  his  New  York  correspondent  for  payment. 
C.  asks  A.  to  refund  amount  paid  him,  which  he  refuses  to  do.  Who  ought 
to  sustain  the  loss,  A.  who  drew  the  draft,  or  C.  who  took  it  and  in  whose 
favor  it  was  drawn  for  collection  ? 

Reply. — The  bank  C.  must  stand  the  loss.  The  failing  bank  was  its  agent 
and  not  the  agent  of  A.,  who  deposited  the  draft  with  C.  for  collection. 

VI.  Protest  Fees. 

A draft  at  three  days  sight  on  a firm  was  sent  by  us  to  a Chicago  bank  for 
collection.  On  the  face  was  written,  No  Protest.  The  draft  was  returned  to 
us  with  fees  $3.00  for  non-acceptance,  and  $3.00  non-payment  In  the  certifi- 
cate of  the  Notary,  the  words  “No  protest”  appeared  in  his  copy  of  the  draft. 
Was  it  legally  right  to  compel  us  or  the  drawer  to  pay  those  fees? 
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Reply — We  do  not  think  that  the  Chicago  bank  had  any  right  to  impose 
the  expense  of  protest  when  the  paper  carried  on  its  fece  evidence  that  it  was 
not  to  be  protested.  At  the  same  time,  distinct  instructions  to  that  effect  should 
be  given  in  every  Utter  accompanying  paper  on  which  protest  is  waived. 

VII.  The  Liability  of  an  Irregular  Indorser. 

A.  gives  his  note  for  a consideration  to  B,,  who  obtains  money  on  it  at  Bank. 
VTien  due,  A.  draws  bill  of  exchai^e  pa3rable  to  order  of  the  Cashier  and 
indorsed  by  B.  with  tacit  understanding  that  it  is  to  take  up  the  note.  Bill 
not  paid  and  drawers  not  good.  Is  not  B.  holden,  the  fact  that  the  Cashier 
is  payee  to  the  contrary  notwithstanding? 

Reply.— If  proper  demand  was  made  and  the  indorser  duly  notified  of  non. 
payment  of  the  bill,  he  can  be  held  notwithstanding  the  irregularity  in  his 
indorsement.  It  has  been  held  in  relation  to  a similar  indorsement,  that  **when 
a note  is  presented  to  the  accommodation  indorser,  and  is  indorsed  by  him 
without  having  been  previously  indorsed  by  the  person  to  whose  order  the  same 
is  made  pa)rable,  the  latter  may,  at  the  time  he  puts  his  indorsement  upon  it, 
indorse  it  specially,  without  recourse,  to  himself,  so  as  to  leave  the  second 
indorser  liable  to  any  person  into  whose  hands  it  may  come  for  a good  consid- 
eration, and  without  any  remedy  over  against  the  first  indorser.  Or,  if  the 
object  of  the  second  indorser  was  to  enable  the  drawer,  as  in  this  case,  to 
obtain  money  from  the  payee  of  the  note,  upon  the  credit  of  such  accommo- 
dation indorse,  he  may  indorse  it  in  the  same  way,  without  recourse,  and  by 
such  indorsement  may  either  make  it  payable  to  the  second  indorser  or  to  the 
bearer.  And  such  original  payee  may  then,  as  the  legal  holder  and  owner  of 
the  note,  recover  thereon  against  such  second  indorser.”  \^Woodruff  v.  Leonard^ 

I Hun.  632,  8 N.  Y.  S.  C.  R.] 

VIII.  The  Transfer  of  National  Bank  Stock. 

A.  borrowed  $25,000  of  National  bank  B.,  giving  as  collateral  security  to 
the  loan,  a certificate  of  stock  of  bank  C.  duly  transferred  on  its  back  with 
power  of  attorney  executed.  Bank  B.  forwarded  the  certificate  of  stock  to 
bank  C.,  requesting  the  attorney  to  make  transfer  on  books  of  bank  C., 
and  to  have  a new  certificate  of  stock  issued  in  the  name  of  bank  **B. 
as  collateral  security.”  Cashier  of  bank  C.  declined  to  make  such  conditional 
transfer  and  to  issue  such  conditional  certificate  of  stock,  claiming  he  had  no 
legal  right  to  make  conditional  transfers  of  stock.  Cashier  of  bank  C.  also 
asserted  that  the  transfer  with  power  of  attorney  was  good  and  legal  to  bank  B. 
as  security  for  their  loan.  We  should  be  glad  of  your  opinion  in  the  matter,  or 
that  of  some  of  your  readers,  as  it  seems  important  to  banks  loaning  on  other 
bank  stock ; for  if  such  tranter  is  not  legal  for  security,  ( bank  B.  insisting  it  is 
not),  many  banks  need  to  change  the  form  of  some  of  their  securities. 

Reply.  —The  right  is  given  to  each  bank  by  the  National  Bank  Act  ( Sec.  8 ) 
to  devise  and  regulate  by  its  by-laws,  the  manner  in  which  its  stock  shall  be 
transferred.  It  is  further  provided  by  that  Act  ( Sec.  12)  that  the  stock  shall 
be  transferrable  on  the  books  of  the  Association,  in  such  manner  as  may  be 
prescribed  in  the  by-laws  or  articles  of  association. 

Bank  C.  was  right  in  declining  to  make  any  conditional  transfer  of  the 
stock.  The  transfer  to  bank  B.  must  be  absolute,  but  the  transfer  of  the  cer- 
tificate is  valid  in  their  hands  at  any  time  if  in  proper  form,  provided  that 
there  be  on  the  face  of  the  certificate  no  notice  of  any  right  of  the  issuing 
bank  to  set  up  equities  against  it. 
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SILVER  AS  VALUED  BY  LONDON  QUOTATIONS. 

To  the  Editor  of  the  Banker’s  Magazine  : 

Referring  to  an  item  under  the  above  heading  in  your  January  number,  I beg 
leave  to  ^tate  the  method  of  computation  somewhat  differently  : 

Silver  is  quoted  in  the  London  market  at  so  many  pence  meaning  that  that 
is  the  price  of  one  Troy  ounce  of  the  British  mint  standard  which  is  37 
fortieths  or  92c  thousandths  in  fineness. 

The  standud  of  British  gold  coin  is  ii  twelfths  in  fineness,  and  out  of  a 
Troy  ounce  of  pure  gold;  4^58  sovereigns =84^  shillings  =i 019 pence  are 
coined  in  that  country. 

The  U.  S.  gold  dollar,  f\,ths.  in  fineness,  weighs  25.8  Troy  grains  and 
contains  23.22  Troy  grains  of  pure  gold. 

The  silver  dollar  coined  in  the  United  States  up  to  1853,  contained  371.25 
Troy  grains  of  pure  silver,  which  brought  the  relative  value  of  gold  to  silver 
in  our  country=i  to  15.98837.  Based  on  this  ratio  and  on  the  coining  in 
Great  Britain  of  1019A  pence  sterling  out  of  a Troy  ounce  of  pure  gold,  one 
ounce  of  silver  of  the  British  standard  (JJ  in  fineness)  would  be  worth 
58.98008  pence  sterling. 

And  by  whatever  percentage  Silver  in  London  goes  above  or  below  58,98008 
pence,  the  American  silver  dollar  coined  up  to  1853  will  be  worth  in  the 
market  the  same  percentage  more  or  less  than  the  American  gold  dollar. 

New  York,  March,  1877.  Lewis  G.  Hansen. 


Calls  of  Five-Twenty  Bonds. — The  following  calls  have  been  made  by  the 
Treasury  Department,  each  being  for  Five-Twenty  Bonds  of  the  act  of  March 
3d,  1865,  dated  November  i,  i8i65.  The  principal  and  interest  will  be  paid  at 
the  Treasury  Department,  on  and  after  the  dates  specified,  at  which  dates  the 
interest  will  cease.  Each  call  is  for  10,000,000,  the  numbers  in  all  being 
inclusive : 

Fortieth  Call.  February  28,  1877.  Matures  May  28. 

Coupon  Bonds— $ 500,  No.  35,801  to  No.  37,300 ; $ 1,000,  No.  79,001  to 
No.  8^000.  Total,  $ 7,000,00a 

Registered  Bonds — $ 50,  No.  451  to  No.  480 ; $ 100,  No.  5,961  to  No. 

6,250;  $500,  No.  3,801  to  No.  3.950;  $1,000,  No.  14,301  to  No.  14,800; 
$5,000,  No.  5,351  to  No.  5,831  ; $10,000,  Na  9,751  to  No.  10,083.  Total, 
$7,000,000.  Aggregate,  $10,000,000. 

Forty-First  Call,  March  3d,  1877.  Matures  June  3d. 

Coupon  Bonds — $500,  No.  37,301  to  No.  38,850;  $1,000,  No.  89,001  to 
No.  98,650.  Total,  $ 7,000,000. 

Registered  Bonds— ^50,  No.  481  to  No.  490;  $100,  No.  6,251  to  No. 

6,350;  $500,  No.  3,951  to  No.  3,960;  $1,000,  No.  14,801  to  No.  15,050; 

$5,000,  No.  5,832  to  No.  6,767.  Total,  $3,000,000.  Ag^egate,  $10,000,000. 
Forty- Second  Call.  March  10,  1877.  Matures  June  lO. 

Coupon  Bonds— $500,  No.  38,851  to  No.  40,400;  $1,000,  No.  96,651  to 
No  108,100.  Total,  $7,000,000. 

Registered  Bonds — $50,  No.  491  to  No.  496;  $100,  No.  6,351  to  No. 

6,386;  $500,  No.  3,961  to  No.  3,973;  $1,000,  No.  15,051  to  No.  15,163; 
$5,000,  No.  6,768  to  No.  7,385.  Total,  $3,000,000.  Aggregate,  $10,000,000. 
Forty-Third  Call,  March  15,  1877.  Matures  June  1 5. 

Coupon  Bonds — $500,  No.  40,401  to  No.  42,300;  $1,000,  No.  108,101  to 
No.  121,000.  Total,  $ 9.500,00a 

Registered  Bonds — $ 100,  No.  6,387  to  No.  6,394  ; $ 500,  No.  3,974  to  No. 
3,976;  $1,000,  No.  15,164  to  No.  15,177;  $5,«x)»  No.  7,386  to  No.  7,493. 
Total,  $500,000.  Aggregate,  $10,000,000. 
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Notice. — The  Second  Edition  of  the  Banker’s  Almanac  and  Register 
for  1877  is  now  issuing  from  the  press.  Its  lists  of  banks  and  bankers  are 
corrected  to  March  20th. — Copies  transmitted  from  this  office  to  any  address 
on  receipt  of  price,  $3.00. 


The  Treasury  Department. — The  Hon.  John  Sherman  of  Ohio,  was  nom- 
inated as  Secretaiy  of  the  Treasury,  by  President  Haves,  confirmed  by  the 
Senate  on  March  8th,  and  entered  upon  the  duties  of  his  office  on  the  10th. 
Mr.  Sherman’s  long  experience  and  sound  views  give  promise  of  thorough 
ability  in  the  management  of  this  important  Department 

The  Comptroller  of  the  Currency. — The  -re-appointment  of  the  Hon. 
John  Jay  Knox,  to  this  office,  and  his  prompt  confirmation  are  well -deserved. 

The  nomination  was  sent  in  without  the  solicitation  or  knowledge  of  Mr. 
Knox  or  his  friends.  Senator  Windom,  Chairman  of  the  Committee  on  .^pro- 
priations,  moved  its  confirmation  without  reference ; Senator  Morrill,  Clmr- 
man  of  Committee  on  Finance  seconded  the  motion.  The  nomination  was  at 
once  confirmed  unanimously. 

The  True  Functions  of  Banking. — We  trust  that  none  of  our  readers 
will  fail  to  mve  careful  perusal  to  the  excellent  papers  of  Mr.  George 
Walker,  whi<£  will  be  found  under  the  above  title  in  the  present  numl^r 
and  the  next  of  this  Magazine. 

That  this  country  has  paid  dearly  for  violations  of  the  sound  and  simple 
principles  which  are  here  so  clearly  laid  down,  is  plainly  shown  by  our 
monthly  records  of  failures  and  dissolutions,  among  bai^s  and  bankers.  And 
among  those  who  have  escaped  shipwreck  during  our  financial  storm,  how 
many  are  there  whose  Profit  and  Loss  account  does  not  contain  some  ghastly 
proof  that  departure  from  cardinal  rules  is  costly,  if  not  fatal  error? 

The  Murdered  Bank  Officers. — We  are  gratified  to  announce  that  the 
contributions  made  by  banks  and  bankers,  for  the  family  of  Mr.  J.  L.  Heywood, 
have  reached  the  comfortable  sum  of  $18,000,  including  $5,000  donated  by 
the  First  National  Bank  of  Northfield. 

And  now  let  a movement  be  promptly  made  in  behalf  of  the  widow  of  Mr. 
R.  A.  C.  Martin,  the  cashier  who  med  so  bravely  at  Columbia,  Kentucky,  in 
1872.  This  estimable  lady  is  in  actual  distress.  Nothing  has  ever  been  done  to 
relieve  her  want  or  to  honor  the  noble  sacrifice  made  by  her  husband,  except 
a circular  sent  to  the  Kentucky  banks  a few  months  since.  The  result  of  this 
app^l — we  record  it  with  regret — was  less  than  Three  Hundred  Dollars! 

The  days  of  robberies  are  not  over.  Those  to  whom  is  intrusted  the 
property  of  our  banks  are  as  a class  not  cowards,  but  who  among  them  will  feel 
justified  in  facing  death  if  he  knows  that  only  sacrifice  and  want  must  ensue 
to  those  dependent  on  him?  We  urge  upon  everj*  one  of  our  readers  to 
make  some  donation  in  this  case.  Contributions  can  be  sent  to  the  Ken- 
tucky National  Bank,  Louisville,  or  to  this  Office.  Any  sums,  large  or  small, 
received  by  us  wll  be  duly  acknowledged  in  the  ps^s  of  this  Machine,  and 
promptly  transmitted  to  Mrs.  Martin,  whose  address  is  Shelbyville,  Ky. 
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The  New  York  Gold  Exchange. — The  dissolution  of  this  organization  has 
been  decided  upon,  and  it  is  to  be  merged  into  the  Stock  Exchange. 

A meeting  of  the  members  of  the  Gold  Exchange  was  held  on  March  20th, 
President  Morris  in  the  chair,  to  consider  a prop>osed  amendment  to  the  con- 
stitution, which  provides  for  the  dissolution  of  the  Exchange  whenever  a 
majority  of  its  members  in  good  standing  shall  sign  an  agreement  to  that 
effect.  In  case  of  such  dissolution  the  president  and  treasurer  and  three 
members,  elected  by  ballot,  are  to  form  a board  of  trustees  to  close  up  the 
affairs  of  the  Exchange  as  speedily  as  possible,  by  first  settling  all  claims 
against  it,  and  then  dividing  the  balance  pro  rata  among  such  persons  as 
were  members  at  the  date  of  dissolution,  or  their  legal  representatives. 

The  sub-committee  appointed  by  the  Executive  Committee  to  confer  with 
the  Governing  Committee  of  the  Stock  Exchange  with  reference  to  the  con- 
templated Gold  Department  of  the  latter  body,  reported  that,  after  numer- 
ous conferences,  the  Stock  Exchange  Committee  had  accepted  several  import- 
ant modifications  of  the  plan,  which  was  now  as  follows : 

In  the  rooms  now  occupied  by  the  Gold  Exchange  there  shall  be  estab- 
lished a department  of  the  Stock  Exchange  for  dealing  in  gold,  government 
bonds,  exchange,  and  miscellaneous  securities;  and  that  such  solvent  members 
of  the  present  Gold  Exchange  as  shall  be  approved  by  a joint  committee 
composed  of  four  members  of  the  Gold  Exclude  and  three  members  of  the 
Stock  Exchange  be  admitted  to  this  department  for  three  years  from  May  i 
next,  at  a cimrge  of  $ 50  each,  payable  annually  in  advance;  on  condition 
that  the  persons  so  admitted  shall  agree  to  conform  to  the  laws  of  the 
Stock  Exchange  in  regard  to  joining  other  organizations,  and  such  other 
regulations  as  may  be  necessary  for  the  proper  government  of  the  depart- 
ment. In  case  the  premium  on  gold  continues  for  a longer  period  than  the 
three  years  for  which  the  Stock  Exchange  have  leased  these  premises,  then 
the  Stock  Exchange  will  continue  the  department  on  the  same  basis,  in  a 
room  provided  for  the  purpose,  until  gold  ceases  to  command  a premium. 
No  additional  admissions  shall  be  made  to  the  department  other  than  mem- 
bers of  the  Stock  Exchange  and  the  members  of  the  present  Gold  Exchange 
approved  by  the  committee  of  seven  hereinbefore  provided;  and  the  subse- 
quent insolvency  of  any  person  so  admitted  from  the  Gold  Exchange  shall 
cause  a suspension  of  these  privileges  until  reinstated  by  the  committee  that 
shall  hereafter  have  charge  of  this  department. 

The  chairman  of  the  sub-committee  also  stated  that  in  the  tuiamimous 
opinion  of  the  committee  these  terms  are  as  favorable  a.s  can  possibly  be 
obtained,  and  that  they  should  be  accepted. 

The  proposed  amendment  to  the  constitution  was  adopted  without  debate 
by  a vote  of  162  in  favor  to  1 1 against  it,  and  the  meeting  adjourned. 

The  necessary  agreement  to  dissolve  the  Exchange  has  to  drawn  up,  the 
dissolution  to  go  into  effect  April  30,  and  the  requisite  number  of  signatures 
has  been  received. 

Women  as  Bank  Officers. — Miss.  Frank  McGrew  has  been  appointed 
assistant  cashier  of  the  First  National  Bank  of  Himtington,  Indiana.  There  are 
two  other  instances  of  female  bank  officers  recorded : Miss  Bella  Wallace  is 
cashier  for  Watson,  Huber  & Co.,  bankers,  Mechanicsville,  Iowa ; and  Miss 
Annie  M.  King,  for  A.  W.  Naylor’s  bank.  New  Sharon,  Iowa. 

The  First  National  Bank  of  Huntington  was  the  first  one  to  mce  its  Board 
of  Directors  with  the  presence  of  a lady,  Mrs.  Anna  A.  Daily  having  been 
elected  director  in  i860,  and  Mrs.  E.  J.  Purviance  in  1873.  Of  the  First 
National  Bank  of  Peoria,  Illinois,  Mrs.  Lydia  Bradley  was  elected  director  in 
1875,  National  Bank  of  Canton,  Ohio,  Mrs.  Louisa  McCall 

is  one  of  the  Board.  In  some  of  the.se  cases  the  limited  number  of  stock- 
holders left  no  alternative,  while  the  advantage  of  superior  business  qualifica- 
tions has  also  led  to  the  choice. 

The  banking  business  of  A.  K.  & E.  B.  Yount,  at  Fort  Collins,  Colorado, 
has  for  some  time  been  conducted  by  Mrs.  E.  B.  Yount,  the  junior  partner, 
who  is  said  to  be  a lady  of  rare  sagacity  and  experience  in  monetary  affairs. 
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Dangerous  Forgery. — On  March  21st,  Janies  McKay  alias  “Canada 
Mack”  and  James  Kilpatrick,  were  arrested  in  this  city  on  a charge  of 
making  counterfeits  of  the  bonds  of  the  Pacific  Railroad  Company  of  Missouri, 
guaranteed  by  the  State  of  Missouri.  Kilpatrick  was  arrested  in  the  New 
York  Hotel,  and  had  some  of  the  forged  bonds  in  his  possessions.  McKay 
was  arrested  at  his  residence.  It  is  believed  that  everything  had  been 

arranged  to  issue  the  for^ries  the  next  day  on  Wall  Street.  They  are 
pronounced  perfect  imitations,  and  could,  without  any  doubt,  have  been 
easily  negotiated.  It  is  said  that  the  presidents  of  two  of  the  largest  insti- 
tutions in  Wall  street,  who  were  shown  some  of  the  counterfeits,  offered  to 
take  them  to  any  reasonable  amount.  Notwithstanding  the  fact  that  the 
genuine  have  have  been  issued  about  eighteen  years,  and  have  an  old 
appearance,  the  imitation  of  general  appearance,  as  well  as  the  paper  and 
engraving,  was  absolutely  perfect,  and  the  only  difference  that  could  be  found 
on  close  comparison,  was  that  the  small  stamp  of  the  State  guaranteeing  the 
payment  of  the  bonds  was  not  in  the  forged  issue.  This  it  is  supposed  it 
was  designed  to  affix  just  before  issuing. 

The  prisoners  were  brought  before  Justice  Flammer  at  the  Tombs  on  the 
22nd.,  and  the  absence  of  the  State  stamp  proved  to  be  a loop-pole  for 
escape.  They  were  discharged  on  the  groimd  that  a paper,  in  order  to  be 
a forgery  within  the  meaning  of  the  law,  must  be  a complete  imitation  in 
every  detail  of  the  genuine.  There  is  fear  that  McKay,  who  is  understood 
to  be  the  master  spirit  in  this  case,  Kilpatrick  being  only  a tool  to  work 
off  the  bonds,  may  do  considerable  damage,  as  he  still  has  possession  of  the 
plate,  and  can  print  any  quantity  of  them.  Persons  dealing  hereafter  in  these 
txmds  are  therefore  warned  to  use  the  utmost  caution  in  purchasing  of 
strangers.  Messrs.  Mooney  & Boland  the  detectives  who  arrested  these  men, 
have  been  on  the  track  of  this  enterprise  for  some  months  past,  having 
accidentally  discovered  the  plot  while  investigating  the  $64,000  forgery  on 
the  New  York  Life  Insurance  Company.  It  is  believed  that  the  forgers  are 
of  the  same  gang. 

The  bonds  purport  to  be  bonds  of  the  State  of  Missouri,  of  the  descrip- 
tion known  as  “TTie  Pacific  Railroad  State  Bonds  for  Construction  of  South- 
west Branch  in  lieu  of  Guaranteed  Bonds.” 

Colorado. — Messrs.  Thatcher  Brothers,  of  West  Las  Animas,  have  organ- 
ized a bank  at  Lake  City,  Hinsdale  County,  to  be  called  the  Miners  & Mer- 
chants’ Bank.  It  will  begin  business  April  ist,  Mr.  John  H.  Maugham  being 
cashier.  ^ 

Colorado. — A new  banking  house  has  been  organized  at  Deadwood,  under 
the  firm  name  of  Stebbins,  Wood  & Post,  opening  for  business  April  1st.  The 
partners  are  Messrs.  G.  1.,  W.  R.  and  C.  M.  Stebbins  and  M.  E.  Post  of 
Cheyenne,  Wyoming,  and  S.  N.  Wood,  late  assistant  cashier  of  the  Colorado 
National  Bank,  Denver. 

Connecticut. — The  Hon.  Daniel  H.  Sterling,  President  of  the  Connecticut 
National  Bank,  Bridgeport,  died  on  the  morning  of  March  1st,  of  disease  of 
the.  heart. 

Mr.  Sterling  has  been  a director  in  the  Connecticut  Bank  for  about  twenty- 
five  years,  and  since  June,  1875,  its  President.  During  that  time  his  large 
experience  and  good  management  have  done  much  to  add  to  the  prosperity  of 
the  institution.  He  was  also  one  of  the  Vice-Presidents  of  the  City  Savings 
Bank,  and  has  been  connected  with  almost  every  public  enterprise  in  Bridge- 
port, always  with  credit  to  himself  and  advantage  to  the  community. 

Bold  Robbery. — A thief  entered  the  Indiana  National  Bank,  at  Indianapo- 
lis, about  noon  on  March  21st,  placed  on  the  floor  a small  box  which  he 
carried,  stepped  upon  it,  reached  over  the  railing,  seized  $25,000,  and  fled 
before  those  present  conld  get  a glimpse  of  his  face.  The  attaches  of  the 
bank  were  behind  the  counters,  but  in  the  rear  part  of  the  room,  though 
in  plain  sight  A reward  of  $ 5,000  is  offered  for  the  arrest  of  the  thief 
and  return  of  the  money.  The  robbery  will  in  no  wise  interfere  with  the 
business  of  the  bank,  its  capital  being  $ 500,000,  and  its  surplus  $ 175,000. 
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The  Northampton  Bank  Robbery.— At  the  examination  of  the  Northamp- 
ton Bank  robbers,  Scott  and  Dunlap,  at  Boston,  on  March  23d,  \V.  D.  Edson, 
the  New  York  bsink-lock  expert,  who  has  been  regarded  as  the  main  witness 
against  the  burglars,  testified  that  he  had  known  Scott  and  Dunlap  since 
August,  1873,  having  met  them  at  various  times.  He  was  at  Northampton  sev- 
eral times  in  the  summer  of  1875,  doing  work  for  the  First  National  Bank,  and 
in  a measure  superintending  the  putting  in  of  doors  in  the  old  bank  vault.  He 
was  in  town  accidentally  one  day  in  November,  and  called  in  at  the  old  bank. 
^^'hile  there  somebody  complained  that  one  of  the  new  patent  keys  failed  to  fit 
well.  Witness  offered  to  file  it,  and  was  given  three  keys  of  the  outer  vault. 
He  spent  about  five  minutes  in  filing  the  one  key  so  that  it  fitted  well,  and 
pretended  to  use  fifteen  minutes  in  looking  them  over,  meanwhile  going  into 
the  director’s  room.  Here  he  began  an  impression  of  the  three  keys  in  some 
wax  which  Scott  gave  him  before  he  left  the  city,  and  he  actually  finished  the 
impressions  in  the  main  room  without  attracting  attention.  On  his  return  to 
New  York,  Scott  called  at  his  house  in  Fifty-Second  Street,  and  received  the 
wax  impressions.  He  had  several  interviews  with  both  Scott  and  Dunlap  after- 
wards. Mr.  Whittlesey,  the  Cashier,  identifies  Scott  as  the  man  who  forced  him 
to  divulge  the  combination  of  the  safe  lock. 

Illinois. — Through  a misunderstanding,  the  name  of  Messrs.  Petefish,  Skiles 
6c  Co.,  bankers  at  Virginia,  Illinois,  was  omitted  from  the  first  Edition  of  the 
Banker’s  Almanac  and  Register  for  1877.  This  old  and  well  known  house 
is  transacting  business  as  heretofore  with  its  usual  promptness,  and  has  no 
connection  with  any  other  bank  in  that  place. 

Michigan. — The  First  National  Bank  of  Monroe  closed  its  doors  on  March 
1 2th,  the  recent  suspension  of  Caleb  Ives,  an  extensive  capitalist  of  Detroit, 
being  assigned  as  the  cause.  Its  directors  state  that  it  will  be  able  to  resume 
shortly.  This  bank  suffered  a loss  of  $17,000  by  robbery,  in  November,  1875, 
but  its  surplus  was  $ 29,000,  and  its  credit  has  been  excellent. 

Montana. — Messrs.  W.  A.  Clark,  R.  W.  Donnell  and  S.  E.  I.arabie.  have 
opened  a banking  house  at  Butte  City,  Deer  Lodge  County,  Montana,  for 
the  transaction  of  a general  banking  business.  These  gentlemen,  who  are 
the  officers  of  the  First  National  Bank  at  Deer  Lodge,  are  well  known  in 
banking  circles,  Mr.  Donnell  being  also  the  senior  of  the  highly  esteemed  firm 
of  Donnell,  Lawson  & Co.  of  this  city. 

New  York. — The  National  Bank  of  Gloversville,  N.  Y.,  closed  its  doors  on 
the  morning  of  March  24th.  Its  capital  is  $ 150,000,  two-thirds  of  which  is  said 
to  be  tied  up  in  worthless  paper.  It  is  claimed  that  no  one,  except  the  stock- 
holders, will  lose  by  the  suspension. 

Serious  Bank  Failure. — The  Bank  of  Lansingburg  has  passed  into  the 
hands  of  a receiver,  A.  D.  Powers,  who  was  appointed  March  19th.  The 
failure  is  thought  to  have  been  caused  by  speculation  in  New  Jersey  Central 
and  other  railroad  stocks.  Great  excitement  was  caused  in  Lansingburg. 

The  Bank  of  Lansingburgh  was  an  old  institution,  and  regarded  in  its  vicin- 
ity as  very  sound ; yet  it  has  failed  through  reckless  investment  in  stocks. 
The  assets,  as  given  in  an  official  statement,  are : New  Jersey  Central, 
$38,000;  other  stocks,  $152,538;  bonds  and  mortgages,  $20,681,50;  loans 
and  discounts,  $300,499.99;  real  estate,  $9,949.82;  baking  house,  $ 10,000  ; 
cash  items,  $164,410.15;  total,  $696,078.46.  The  liabilities  are  $ 1,022,502. 
of  which  $150,000  represents  the  capital,  and  $872,502,  is  due  to  deposi- 
tors. The  excess  of  liabilities  over  assets  is  $326,424.46.  Although  the  sur- 
plus of  a year  ago  has  been  set  down  at  $300,000,  it  was  only  $170,000. 
This  with  the  capital  makes  over  $ 326,000  which  has  been  swallowed  up. 
It  is  thought  that  depositors  will  realize  about  seventy-five  per  cent. 

Robbery  by  a Book-keeper. — The  Brooklyn  Bank,  Brooklyn,  was  robbed 
on  the  night  of  March  21st,  of  $ 160,000  in  bills  receivable  and  money,  by  its 
chief  book-keeper,  G.  L.  Whiting.  He  had  been  employed  by  the  bank  for 
twelve  years,  and  was  a man  of  highly  respectable  connections  and  position.  A 
few  days  previously,  the  directors  of  the  bank  resolved  to  cut  down  its  expenses. 
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and  among  other  reductions  lessened  Whiting’s  salary  from  $2,250  to  $1,500. 
It  is  supposed  that  this  prompted  him  to  the  theft.  On  the  evening  of  the 
21  St,  Whiting  was  at  work  alone  in  the  bank,  and  having  obtained  the  combi- 
nation, opened  the  safe,  abstracted  notes  amounting  to  $ 106.000,  and  $ 57,800 
in  money,  and  disappeared.  The  next  morning  a letter  addressed  to  the  Presi- 
dent was  found,  as  follows  : 

“ I borrowed  the  contents  of  your  safe.  It  is  more  than  I want  to  keep. 
I will  return  it  on  the  following  conditions:  I will  return  the  April  notes  and 
one-half  of  the  money  if  you  guarantee  not  to  prosecute  me  and  release  my 
bondsmen.”  » 

A notice  agreeing  to  the  proposal  was  published  among  the  “ Personals ' 
of  a morning  paper.  On  the  23d.  Whiting  returned  to  his  house  and  was 
arrested  by  the  detectives.  A small  valise  which  he  carried  contained 
$ 106,250.61  in  negotiable  notes,  and  $19,100  in  greenbacks.  He  also  had  a 
ticket  in  the  Havana  lottery — a suggestive  circumstance.  He  refused  for  some 
time  to  tell  where  the  balance  of  the  money  (about  $40,000)  was,  but  finally 
said  it  would  be  found  in  a place  in  New  York.  One  of  the  directors  went 
immediately  with  an  officer  and  found  the  bulk  of  the  money  as  stated. 

On  counting  the  recovered  notes,  greenbacks,  &c.,  there  was  found  to  be 
still  a deficiency  of  $ 10,000.  Whiting  said  he  had  spent  it  but  would  not 
tell  how. 

Ohio. — Much  consternation  was  caused  at  Lebanon,  Warren  County,  by  the 
failure  on  March  2d,  of  Boake  & Hunt,  bankers,  who  made  an  assignment  for 
the  benefit  of  their  creditors.  Mr.  Robert  Boake  had  been  in  the  banking 
business  for  a great  many  years,  and  the  firm  held  largely  the  deposits  of  the 
neighboring  community. 

Pennsylvania. — The  German  Banking  Company  of  Pottsville,  Pa.,  suspended 
on  March  13th.  The  deposits  amount  to  $35,000,  and  it  is  thought  that  the 
assets  are  considerably  more  than  the  liabilities.  The  suspension  is  mainly 
ascribed  to  distrust  among  depositors  consequent  upon  the  recent  failures  of  the 
Miners’  Trust  and  Mountain  City  banks.  TTie  German  Banking  Company  lost 
considerably  by  the  failure  of  Jay  Cooke  & Co. 

Defakaiion, — The  accounts  of  William  J.  Rutter,  Cashier  of  the  National 
Bank  of  Pottstown,  Pa.,  were,  on  March  13th,  discovered  to  be  short  about 
$ 1 8,000.  Mr.  Rutter  had  been  connected  with  the  bank  for  many  years,  and 
had  an  excellent  reputation  in  the  community.  It  is  supposed  that  the  bank 
will  suffer  no  loss. 

Sentence  of  a Defaulter. — Samuel  Carey  Ball,  late  cashier  of  the  Hat- 
boro,  Pa.,  National  Bank,  has  been  convicted  of  embezzlement  of  its  fund^, 
and  sentenced  to  imprisonment  for  ten  years. 

Tennessee. — The  law  of  this  State  which  allowed  ten  per  cent.  intere>t  to 
be  charged  on  special  contracts  has  been  repealed,  and  no  higher  rate  that 
six  per  cent,  is  now  legal.  The  penalty  for  usury  is,  however,  only  forfeiture 
of  the  excess,  and  a fine  is  no  longer  imposed  for  lending  money  at  its  market 
value. 

Vermont. — Albert  Browm,  Cashier  of  the  First  National  Bank  of  Spring- 
field.  Vt.,  is  alleged  to  be  a defaulter  to  the  amount  of  $30,000.  Brown  is 
charged  with  having  used  securities  which  were  left  with  him  for  safe-keeping, 
besides  being  guilty  of  other  irregularities.  He  is  a victim  of  Wall  street 
speculation.  The  directors  of  the  bank  claim  that  it  will  lose  little,  if  any- 
thing. 

Canada,  etc. — The  Merchants’  Bank  of  Halifax  earned  per  cent,  in 
1876.  Its  Rest  is  twenty  per  cent,  of  capital,  and  two  dividends  of  four  per 
cent,  were  paid.  Five  hundred  shares  of  the  new  stock  of  the  Union  Bank 
of  Prince  Edwards  Island  were  recently  sold  at  auction  at  prices  ranging  from 
sixty  to  sixty-five  per  cent,  premium.  The  sub-agency  of  the  Bank  of  British 
North  America  at  Stellarton  has  been  closed.  Headquarters  of  the  Bank  of 
Montreal,  in  Miramichi,  has  been  transferred  to  Chatham ; the  Newcastle 
branch  is  also  continued. — Toronto  Monetary  Times. 


Digitized  by  LjOOQle 


1877.] 


NEW  BANKS  AND  BANKERS. 


807 


NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 


March,  1877. 


(^Monthly  List,  continued  from  March  No.,  page 


State.  Place  and  Capital » Bank  or  Banker,  • N.  Y.  Correspondent  and  Cash  h r. 


^Cal.  ...  San  Francisco.  Bank  of  Commerce National  Park  Bank. 

A.  W.  Preston,  Pr.  D,  W.  C.  Thompson,  Cos. 

Colo...  Lake  City Miners  & Merchants*  B*k.  Kountze  Brothers. 

( Thatcher  Bros. ).  John  H.  Maugham,  Cos. 

Dak...  Deadwood Stebbins,  Wood  & Post...  Kountze  Brothers. 

Mich..  Ishpeming......  Bank  of  Ishpeming National  Park  Bank. 

James  O.  St.  Clair,  Pr.  Eugene  G.  St.  Clair,  Cas. 


Mo. ...  Macon Farmers  & Traders*  Bank.  

Theo.  Krause,  Pr.  G.  E.  Waggener,  Cas. 

Mont  . Butte  City Donnell,  Clark  & Larabie.  Donnell,  Lawson  & Co. 

Neb.  ...  Hebron Thompson  & Appelget....  Kountze  Brothers. 


North  Platte...  Walker  Brothers National  Park  Bank. 


N.  J....  Jersey  City....  Mechanics  and  Laborers*  Sav,  Bank.  

Ohio...  Cincinnati Queen  Ci^  Bank Winslow,  Lanier  & Co. 

$25,000  . J.  C.  Thomas,  Pr,  Samuel  R.  Thomas,  Cas. 

Medina. Bank  of  Medina  (Spitzer,  Wideman  & Co.)  Nat.  Trust  Co. 

Tex  ...  Marshall Garrett  & Key Ninth  National  Bank. 

Utah.^  Salt  Lake  City.  T.  R.  Jones. J.  B.  Colgate  & Co. 

Va.  ...Staunton M.  Harvey  Effinger National  Park  Bank. 

Wis.  ...  Princeton Yahr,  Thompson  & Co....  Traders’  Nat.  Bank,  Chicago. 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK. 


February — March,  1877. 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List ; continued  from  March  No.,  page  731.J 

March,  1877. 

Name  0/ Bank.  * Elected,  In  place  of 

Cai Far.  & Mech.  Sav.  Bank,  c'  tt  y- 

San  Franci»o|-  G.  Harvey,  Cos.  G.  M.  Condee. 

“ ...  Wells,  Fargo  & Co.,  “ . H.  Wadsworth,  TV. ...  H.  S.  King. 

“ ...  Bank  of  La  Porte,  La  Porte.  Dixon  Brabban,  Pr,,.,.  A.  Kleckner. 

“ ...  Bank  of  Ukiab,  Ukiah John  S.  Reed,  Pr, 

Conn.  . Colchester  S.  B.,  Colchester.  J.  N.  Adams,  Tr. E.  L.  Gates. 

“ ...  Stonington  Savings  Bank,  ( O.  B.  Grant,  Pr, C.  P.  Williams. 

Stonington  ( D.  B.  Spalding,  TV....  O.  B.  Grant. 

**  ...  First  Nat.  Bank,  Suffield....  L Luther  Spencer,  Pr.  B.  I^omis. 

Iowa...  First  N.  B.,  Marshalltown..  T.  J.  Fletcher,  Cos,,,  C.  W.  Fracker. 

Kan....  CowleyCo.B.,  Arkansas  City.  William  M.Sleeth,  Pr.  A.  A.  Newman. 

La LouisianaS.B.jNew  Orleans.  J.  S.  Walton,  Cos John  S.  Walton. ♦ 

Me..  ...  Lubec  Savings  Bank,  Lubec.  M.  M.  Foster,  Tr E.  A Davis. 

Mass...  Eleventh  WardN.B., Boston.  Francis  I.  Parker,  Pr,  E.  C.  Drew.* 

“ ...  Fitchburg  S.  B.,  Fitchburg.  Ebenezer  Torrey,  Pr„,  N.  Wood.* 

...  Hoosac  Sav.  Bank,  Hoosac.  C.  H.  Read,  Pr S.  Johnson. 

“ ...  South  Scituate  Savings  Bank.  G.  H.  WeatherbeCj/’r.  M.  F.  Rogers. 

“ ...  Stockbridge  Sav.  Bank,  f Mason  VanDeusen,/V.  M,  Warner. 

Stockbri^e  ( C.H.  Willis,  dr*  Tr,  H.  J.  Dunham. 

“ •••'^^‘^'''■■'"*TS;e?rF^Us}  D.P.Abercrombie.7V.S.SewalUt. 

Mich.  . First  Nat.  Bank,  Leslie W.  W.  Peirson,  Cos,,,  C.  C.  Walker. 

Mo Manuf.  Sav.  Bank,  St. Louis.  S.  E.  Hoffman,  Pr,.„.  I.  Cook. 

N.  C...  Raleigh  Nat  B’k,  Raleigh..  Charles  Dewey, W.  H.  Battle. 

“ ...  “ “ “ John  C.  Blake,  Cas,...C.  Dewey. 

Penn.  . First  Nat  Bank,  Montrose.  G.B.’Eldredf  A cPg  Cos.  N.  L.  Lenheim. 

“ ...  National  Bank  of  Pottstown.  Horace  Evans,  Cos.,,,  W.  I.  Rutter. 

“ ...  Far.  &.Merch.B.,  Saltsburg.  D.  O.  Brown,  Cos W.  R.  Mcllwain. 

R.  I.  ...  Citizens*  Sav.  B.,  Anthony..  John  Potter  2d.,  Pr, 

“ ...  R.  I.  Union Banl^  Ne^vport.  George  F. Crandall, /*r.  W.  C.  Cozzens.* 

**  ...  Citizens’  Sav. B., Providence.  John  D.  Cranston,  Pr,  H.  T.  Grant. 

“ ...  Jackson  Inst  for  Sav.,  “ . Charles  A.  Boyd,  Pr, 

“ ...  CitizensS. Inst, Woonsocket  Albert  Cook,  Pr. 

“ ...  Mechanics’  Sav.  Bank,  “ . Albert  J.  Elwell,  Pr 

Texas.  Drov.& Planters B., Denison.  James  Porter,  Pr J.  P.  Leeper. 

Vt Lam’iIleCo.N.B.,HydePark.  C.  S.  Noyes,  Pr, L.  H.  Noyes.* 

Wis. ...  Marathon  Co.  B’k,  Wausau..  Chas.  P.  Haseltine, TV.  J.  A.  Farnham. 

* Deceased. 
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DISSOLVED,  DISCONTINUED  OR  CHANGED. 

( Monthly  List,  continued  from  March  No,,  page  733.  j 

N.  Y.  City.  William  E.  Connor  & Co.;  succeeded  by  William  Belden  & Co. 

“ German  Savings  Bank  of  Morrisania;  susp.  Receiver  applied  for. 

“ Hill,  Head  & Co.;  now  Charles  Head  & Co. 

C’oLO...  Boulder  Bank  (George  C Corning),  Boulder ; assigned  and  suspended. 
Conn...  First  National  Bank,  New  Loiuion ; in  liquidation. 

III.  ...  Skow-Petersen,  Isberg  & Co.,  Chicago ; failed. 

“ ...  William  Shannon,  Shannon ; succeed^  by  Sherwood  & Cook. 

Iowa...  Bloomfield  Bank,  Bloomfield ; suspended. 

“ ...  West,  Morsman  & Co.,  Clarinda;  consolidated  with  First  Nat’l  Bank. 
...  Keota  Bank,  Keota  ; now  Bank  of  Keota. 

Mass...  Hill,  Head  & Co.,  Boston;  now  Charles  Head  & Co. 

“ ...  Covel,  Haffards  & Co.,  Fall  Fiver ; now  Covel  & Haffards. 

Mich..  William  D.  Morton  & Co.,  Detroit;  failed. 

“ ...  First  National  Bank,  Monroe ; suspended. 

Min.s.  . East  Side  Bank,  Minneapolis;  succeeded  by  Lumbermen’s  Bank. 

**  ...  Winona  Deposit  National  Bank,  Winona;  now  Winona  Deposit  Bank. 
Mo.  ...  Real  Estate  Saving  Institution,  St,  Louis ; now  Real  Estate  Savings  B’k. 
**  ...  Allen,  Hoffman  & Co.,  St,  fj>uis ; consolidated  with  Manuf.  Sav.  Bank. 

“ ...  Montgomery  and  Norman,  Oregon;  now  Montgomery  and  Roecker. 

N.  Y....  Exchange  Bank,  Canandaigua;  failed. 

“ ...  National  Bank  of  Fishkill,  Fishhill;  H.  C.  Bostwick,  Receiver. 

“ ...  Bank  of  Lansingburgh,  Lartsinghurgh ; A.  D.  Powers,  Receiver. 

...  Lake  Ontario  National  Bank,  Oswego;  in  liquidation. 

Ohio...  Citizens’  Savings  Bank,  Ashland ; assigned. 

**  ...  Boake  & Hunt,  Lebanon;  failed. 

“ ...First  National  Bank,  Sidney;  in  liquidation. 

...  First  National  Bank,  South  Charleston;  in  liquidation. 

Penn...  John  Moss,  Jr.,  Philadelphia;  suspended. 

“ ...  First  National  Bank,  Allentown;  suspended  and  closing. 

“ ..  Hartley,  Russell  & Co.,  Bedford ; now  Hartley  & Bowers. 

“ ...  German  Banking  Company,  Pottsville ; suspended. 

Va.  ...  Farmers  and  Merchants’  Bank,  Charlottesville ; suspended. 

Wis.  ...  Haertel  & Schulze,  Portage ; succeeded  by  German  Exchange  Bank. 


o 


Dividends  of  Suspended  Banks. — The  Comptroller  of  the  Currency  has 
declared  dividends  as  follows  in  favor  of  the  respective  creditors  of  the  banks 
named : City  National  Bank  of  Chicago,  ten  p!^  cent  making  a total  of 
thirty-five  per  cent ; Ocean  National  Bank,  New  York,  five  per  cent.,  payable 
April  5th,  making  a total  of  seventy-five  per  cent.;  Watkins  National  &mk, 
Watkins,  N.  Y.,  twenty-five  per  cent  making  a total  of  seventy-five  per 
cent 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 


Recapitidation  of  the  OfficuU  Statements — cents  omitted. 
Debt  Bearing  Interest  in  Coin. 


Feb.  1,  1877. 

Bonds  at  six  per  cent. $934»877,050 

Bonds  at  five  per  cent 712,320,450 

Bonds  at  four  and  a-half  per  cent 44,600,000 


Mar.  1,  1877. 

*934.877,050 

712,820,450 

50,000,000 


1,691,797,500 

Debt  Bearing  Interest  in  Lawful  Money. 
Navy  pension  fund  at  three  per  cent $14,000,000  ... 


$1,697,697,500 
$ 14,000,000 


Debt  on  which  Interest  has  Ceased....  $10,912,510 
Debt  Bearing  no  Interest. 


Old  demand  and  legal-tender  notes $365,050,234 

Certificates  of  deposit 33»745»ooo 

Fractional  currency 25,424,567 

Coin  certificates 53>3J3.700 


$8,629,860 


364,304,851 

34,445,000 

24.434,420 

52,146,700 


$477,533*501 


Total  debt $2,194,243,511 

Interest 26,327,007 


Total  Debt,  principal  and  interest ....$2,220,570,519 

Cash  in  the  Treasury. 

Coin $86,477,680 

Currency 9, 496, 266 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law....  33,745,000 


$129,718,947 

Debt,  less  cash  in  the  Treasury,  Feb.  i,  1877  $2,090,851,572 
“ “ “ Mar.  I,  1877  


Decrease  of  debt  during  the  past  month $2,069,669 

Decrease  of  debt  since  June  30,  1876. 8,587,772 


•••  *475  330.971 

...  $2,195,658,332 
26,954,456 

...  $2,222,612,788 


$90,263,771 

9,122,874 

34,445.000 
...  $I33.S3>645 

...  $2,08^781,143 

$2,070,429 

10,658,201 


Bonds  issued  to  the  Pacific  Railway  Companies,  Interest  Payable  in 

Lawful  Money. 


Principal  out.standing $64,623, 512 

Interest  accrued  and  not  yet  paid 323,117 


$64,623,512 

646,235 


Interest  paid  by  the  United  States 34,018,923 

Interest  repaid  by  transportation  of  mails,  &c.  7.004,553 


34,018,923 

7.004,553 


Balance  of  interest  paid  by  the  U.  S...  $27,014,370  ...  $27,014,370 
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NOTES  ON  THE  MONEY  MARKET. 


NEW  YORK,  MARCH  24,  1877. 


Exchange  on  London  at  sixty  days*  sight , 4.84  a 4.84J4  gold. 


One  of  the  conservative  movements  of  Wall  Street  is  that  for  the  reorganiza- 
tion of  the  defaulted  debts  of  the  Southern  States.  Whether  it  will  be 
attended  with  much  success  is  certainly  doubtful ; but  that  it  deserves  success 
admits  of  no  question.  The  three  States  whose  debts  are  now  under  negotiation 
are : North  Carolina,  Virginia  and  Tennessee.  From  a pamphlet  which  has 
been  sent  to  us  we  find  that  the  plan  to  adjust  the  indebtedness  of  Tennes- 
see, has  been  the  subject  of  protracted  discussions  in  this  city  between 
the  Board  of  Adjustment  appointed  some  time  ago  and  a special 
committee  of  the  Tennessee  General  Assembly.  The  details  have  been 
decided  upon,  and  will  be  presented  and  probably  discussed  at  the  special 
session  shortly  to  be  held  by  the  Legislature  of  that  State.  The  Board  of 
Adjustment  consists  of  George  S.  Coe,  J.  D.  Vermilye,  and  B.  B.  Sherman 
of  New  York : B.  B.  Comegys  of  Philadelphia,  and  Enoch  Pratt  of  Balti- 
more. The  Committee  representing  the  State  were : John  H.  Savage,  G. 
W.  Martin,  Jesse  Arleage,  W.  E.  Travis,  and  Lewis  Shepherd,  all  of  whom 
are  members  of  the  General  Assembly  of  Tennessee.  By  these  gentlemen  it 
was  at  first  suggested  that,  instead  of  a large  reduction  of  the  principal  of 
the  debt  a concession  might  be  granted  for  a few  years  in  the  rate  of 
interest,  as  proposed  in  a plan  submitted  to  the  Governor  of  Tennessee  by 
holders  of  a large  amount  of  bonds,  in  the  belief  that  the  State  would 
gradually  recover  and  be  able  to  resume  payment  in  full.  But  the  state- 
ments respecting  the  results  of  the  war,  the  social  derangement  and  general 
mpoverishment  and  the  disorganization  existing  in  all  the  industries  through- 
out the  State,  caused  the  committee  to  urge  that  a summary  reduction  of 
the  debt,  even  to  a large  extent,  was  the  best  course  for  all  concerned. 

The  plan  decided  upon  and  recommended  to  the  Board  of  Adjustment  is 
that,  after  adding  all  the  arrears  of  interest  and  the  interest  to  accrue  up  to 
July  I,  1877,  the  aggregate  amount  of  the  State  debt  at  that  time  shall  be 
readjusted  by  the  issue  of  new  bonds  at  60  cents  on  the  dollar,  or  for  every 
sum  of  $ 1,000  then  due,  new  bonds  for  '$  600  should  be  given  in  full  settle- 
ment. The  new  bonds  are  to  run  30  years  and  to  bear  interest  at  six  per 
cent,  from  July  i,  1877,  payable  semi-annually  in  New  York.  The  interest 
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coupons  are  to  be  received  by  the  State  for  all  taxes.  A new  and  uniform 
issue  of  coupon  bonds  of  the  required  amount,  in  denominations  of  $ 1,000, 
$ 500,  and  $ 100  is  to  be  prepared  to  be  registered  in  the  name  of  the 

owner  if  preferred,  and  the  old  bonds  as  exchanged  to  be  canceled  and 

immediately  returned  to  the  Treasurer  of  the  Stale.  The  committee  believes 
that  the  State  will  be  able  at  any  early  day  to  provide  a fund,  however 
small,  in  excess  of  the  interest  to  be  used  for  the  gradual  extinction  of  the 
debt.  This  with  the  present  constitutional  prohibition  that  “no  debt  can  be 
incurred  by  the  State  for  the  creation  or  in  aid  of  any  public  improvement,” 
wil  give  augmenting  value  to  the  new  bonds,  and  so  far  tend  to  mitigate 
the  loss  which  the  creditors  will  incur.  It  remains  to  be  seen  what  action 
the  legislature  will  adopt.  The  prospects  of  definite  affirmative  action  are 
reported  not  to  be  very  favorable.  The  popular  feeling  in  favor  of  repudia- 
tion and  against  any  fair  adjustment  is  said  to  be  on  the  increase. 

Government  bonds  are  in  demand  both  for  private  investors  and  for  financial 

institutions.  The  inquiry  for  the  new  four  and  a-half  per  cents,  continues  active. 

And  it  is  expected  that  as  the  demand  promises  to  be  sustained,  another  call 
for  ten  millions  of  the  old  5-20’s  will  shortly  be  issued  by  Mr.  Secretary 

Sherman.  It  is  worthy  of  note  that  in  sympathy  with  gold  the  quotations  for 

five-twenties  of  ’67  have  fallen  from  114  on  23d  January  to  iii  March  1st. 
Since  that  extreme  point  was  reached  the  price  has  shown  a tendency  to 
improve.  It  is  said  a number  of  banks  during  the  low  rates  for  money  put  a 
considerable  amount  of  their  idle  funds  into  Government  bonds.  Some  of  these 
institutions  bought  their  Governments  at  high  prices,  and  have  had  to  sell  out 
recently  at  lower  prices.  It  is  hoped  that  the  ill  success  which  has  attended 
the  policy  of  investing  surplus  bank  money  in  Government  bonds  will  not 
discourage  the  future  adoption  of  a similar  policy.  It  is  only  at  rare  intervals 
that  so  exceptional  a state  of  the  market  exists  as  has  been  prevalent  of  late, 
and  has  resulted  in  these  exceptional  losses  from  the  policy  of  investing  in 
Governments  which  is  usually  as  remunerative  as  it  is  safe  on  an  easy  money 
market.  Very  little  has  been  said  of  late  respecting  the  proposed  issue  of 

four  per  cent.  Government  bonds  under  the  Funding  Act  of  1870.  A large 

number  of  our  leading  financial  men  are  of  opinion  that  such  an  issue  would 
be  eminently  useful,  and  that  either  under  a new  law  similar  to  that  proposed 
last  session  by  Mr.  John  Sherman,  or  without  any  new  legislation  at  all,  issues 
of  the  four  per  cents,  could  be  made  in  exchange  for  greenbacks  or  otherwise. 
As  Congress  adjourned  without  final  action  on  this  proposed  legislation,  and  as 
during  the  extra  session  in  June  next  some  new  propositions  may,  perhaps,  be 
discussed  at  Washington  for  the  funding  of  the  debt,  there  is  for  the  present 
a temporary  stoppage  of  the  agitation  of  this  subject  in  Wall  Street 

State  bonds  are  inactive  and  there  is  not  much  improvement  in  them. 
Georgia  sevens  and  Tennessee  old  bonds  are  rather  more  active.  North 
Carolina  and  Virginia  bonds  are  dull  and  neglected.  Missouri  sixes  are  rather 
better. 

Railroad  bonds  are  very  firm  and  the  demand  is  well  sustained,  a large 
amount  of  idle  capital  is  seeking  this  form  of  investment.  The  bonds  of  the 
best  lines  are  commanding  higher  prices  notwithstanding  the  depression  of 
the  shares  in  consequence  of  various  circumstances  affecting  the  earning  power 
present  and  prospective  of  many  of  our  railroads,  especially  in  the  West. 
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The  money  market  remains  without  notable  change.  The  supply  of  capital  is 
abundant,  and  the  demand  continues  limited.  For  call  loans  the  demand  is 
unusually  quiet  for  several  reasons.  There  is  less  speculation,  and  prices  are  so 
much  lower  than  formerly  that  a smaller  amount  of  capital  is  necessary  to 
carry  on  a given  aggregate  of  transactions.  Some  of  the  more  shrewd  brokers 
are  looking  forward  to  a revival  of  activity,  but  at  present  the  indications  of 
such  a movement  are  not  very  numerous,  though  there  is  certainly  a better 
feeling.  The  flow  of  deposits  and  greenbacks  from  the  banks  is  going  on 
with  some  rapidity,  and  it  has  begun  earlier  than  usual  this  year.  Subjoined 
are  the  flgures  of  the  New  York  Clearing-House  statement  as  compared 
with  those  of  previous  weeks: 

L*gal  Excess  0/ 

1877.  • L^ans.  specie.  Tenders.  Circulation,  Deposits.  Reserve. 

*4 |2S8,75*.7«>  • 1*9.374.900  •<44.7*3.300  .<15.536,300  .1229,311,200  .|i6, 760.400 

3 259,100,400  ..  28,498,900  ..  43,227,800  ..  15.533.500  ..  227,100,000  ..  14,951,700 

“ *0 258,365.700  ..  27,548,300  ..  42,768,600  ..  15,585.400  ..T  223,187,400  ..  14,520.050 

“ *7 259,257,100  ..  24,407,900  ..  43,280,100  ..  15,568,900  ..  221,817,900  ..  12.233,525 

The  Clearing-House  exhibit  of  the  Boston  banks  for  the  past  month  is  as  below  : 

1877.  Loans.  Specie.  Legal  Tenders.  Deposits.  Circulation. 

24 1128,638,000  ....14,783,700  ....<4,996,500  ....<73,477.000  ....  |23.i.ss,6oo 

Mch.  3 128,988,800  ....  4,455,100  ....  5,088,000  ...  73.240,300  22.555,700 

“ *0 129,377,300  ....  4,3*3.600  ....  5.028,900  ....  72,953,900  ....  22,640,000 

“ *7 129,818,400  ....  3,878,700  ...  5,085,000  73,097, *00  ....  22,796,600 

The  Philadelphia  bonk  statements  for  the  same  time  are  as  follows  : 

1877.  Loans.  Specie.  Legal  Tenders.  Deposits,  Circulation. 

I'ob.  24 160,948,792  ....<1,976,305  ••••<*3,289,789  ....<48,477,491  ....<10,387,329 

Mch.  3 60,214,615  ....  1,898,189  ....  13,499,809  ....  47,961,736  ...  10,296,301 

“ >0 60,126,340  ...  1,942,202  12,388,297  47,720,634  ....  10.378,179 

*7 60,530,436  ....  1,831,984  ....  13,519,429  ....  48,383,65s  ....  10,490,818 

Railroad  shares  are  recovering  from  their  protracted  depression.  Whether  the 
change  is  temporary  or  not,  it  is  premature  as  yet  to  attempt  to  foresee.  The 
prices  of  many  of  the  shares  of  the  several  corporations  have  been  so  much 
reduced  that  they  look  temptingly  cheap,  and  are  not  unlikely  to  attract  the 
attention  of  investors  who  have  large  sums  of  idle  capital  which  they  are  unable 
to  use  remuneratively.  The  depression  of  the  coal  roads  will  soon  cease  to 
operate  prejudicially  upon  securities  of  railroads  which  have  no  coal  prop- 
erty ; and  the  question  will  soon  b^n  to  be  asked,  whether  even  the  coal 
roads  themselves  have  not  been  more  severely  dealt  with  than  the  facts  really 
justified.  The  London  Economist  has  some  suggestive  remarks  in  regard  to  the 
demand  for  American  securities  in  England.  “ Investors,”  says  our  contemporary, 
**  are  much  discouraged  of  late,  from  putting  their  capital  into  various  descriptions 
of  American  securities,  and  the  reasons  which  check  the  flow  of  capital  into 
these  American  investments  are  founded  on  apprehensions  of  misgovemment  in 
the  Southern  States,  of  mischievous  legislation  in  the  West  by  the  grangers,  of 
appreciation  of  the  currency  by  the  approach  of  specie  payments,  and  of  the 
bad  management  and  irresponsible  control  of  railroads  and  other  joint  stock  cor- 
porations. ” The  present  depression  of  railroad  property,  and  the  immense  losses 
which  it  has  caused  to  thousands  and  tens  of  thousands  of  investors  here  and 
abroad,  who  can  ill  afibrd  their  losses,  will  have  some  adequate  compensation 
if  it  lead  us  to  correct  a part  of  those  evils  which  have  operated  so  disastrously 
upon  the  value  of  the  shares. 
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To  these  remarks,  the  London  Economist  of  the  loth  inst.  adds  the  follow- 
ing : “A  very  general  alarm  seems  to  have  spread  among  holders  on  this 

side  as  to  the  stability  of  American  railway  bonds,  the  reason  of  which  appears 
to  lie  in  the  results  which  has  attended  the  mismanagement  of  the  Phila- 
delphia & Reading  line ; so  much  latitude  is  allowed  to  American  boards  of 
directors,  they  enter  into  so  many  outside  operations,  combinations  and  rings 
that  the  present  fit  of  disgust,  which  is  causing  the  sales  here  of  such  securi- 
ties, is  heavily  ‘depressing  them,  especially  as  there  is  little  market  for  them 
on  the  other  side.  There  has  been  a heavy  and  general  fall  amongst  the 
railway  bonds  which  has  found  a market  on  this  side  of  the  Atlantic,  hold- 
ers of  Philadelphia  & Reading  securities  being  especially  alarmed  lest  the 
worst  effects  of  the  coal  and  iron  crisis  in  Pennsylvania  should  not  have 
passed  off.*' 

Gold  continues  quiet  with  few  fluctuations,  which  are  confined  within  narrow 
limits.  Foreign  exchange  has  ruled  firmer,  but  closes  dull.  Sixty  days  sterling 
is  selling  at  4.84,  and  three  days  sight  drafts  at  4.86.  Subjoined  are  our  usual 
quotations  : 


Quotations  : 

24. 

Mar.  3. 

Mar.  10. 

Mar.  17. 

Mar.  24. 

Gold 

105 

*04%  • • 

*04%  • 

*04% 

*04% 

U.  S.  5-20S,  1867  Coup. 

iJiH  •• 

IIX%  .. 

*12%  . 

***% 

***% 

U.  S.new  10-40S  Coup. 

*13^  •• 

I toH  . • 

110%  . 

111 

it*% 

West.  Union  Tel.  Co. . 

63H  •• 

63%  .. 

64%  • 

62% 

62% 

N.  Y.  C.  & Hudson  R. 

93H  •• 

93%  • • 

96%  . 

93% 

95 

Lake  Shore 

47%  •• 

49%  •• 

50%  . 

49% 

50% 

Chicago  & Rock  Island 

99%  •• 

lOlK  .. 

*01%  . 

99% 

100% 

New  Jersey  Central. . . 

10^  . . 

.. 

8%  . 

8% 

9 

Del.  Lack.  & West .... 

61H  .• 

63%  .. 

62%  . 

58 

S9h 

Delaware  & Hudson. . 

48  .. 

49%  •• 

49%  • 

47% 

. 505, 

North  Western 

33 

34%  •• 

32%  . 

32 

.32% 

Pacific  Mail 

25 

24%  •• 

22%  . 

22% 

. 21^4 

Erie 

7%  .. 

7%  .. 

7%  . 

7 

61., 

Call  Loans 

2 @ 4 

2 @ 4 

2 @ 4 

2%  @4 

. 2 @ 4 

Discounts 

4^  @ 7 

4 @ 6 .. 

4^6  •• 

4 @6 

• 4 @ 6 

Bills  on  London 

4-83%-4-85  •• 

4.84-4.85%  .. 

4.84%-4-86. . 

4.84%-4.86% 

. 4-84%-4  86% 

Treasury  balances,  cur.  144,981,911  ..  144,083,865  ..  143.774.3*9  ••  l43.337i5*9  ••  1 44.0*7.735 
Do.  do.  gold.  171,999.907..  $71,737.568..  $72,643,380  ..  $72,496,236  ..  $72,808,974 

The  stock  market  is  reviving,  but  for  most  of  the  month  it  has  been  quiet 
and  dull,  with  a tendency  to  lower  prices.  Among  the  reasons  for  depression 
we  may  mention  the  disturbance  of  confidence  by  the  decision  of  the  United 
States  Supreme  Court,  in  regard  to  the  right  of  State  Legislatures  to  control 
the  rates  of  the  railroads.  On  this  subject  the  Pall  Mall  Gautte  offered  some 
remarks  which  are  well  worthy  of  consideration.  It  says : **  For  some  weeks 
past  a feeling  very  nearly  approaching  to  panic  has  prevailed  in  the  market  for 
American  railway  securities  on  both  sides  of  the  Atlantic.  Shareholders  and 
bondholders  have  flung  away  their  properties  at  great  sacrifices,  and,  as  no 
investors  came  forward  to  buy,  prices  have  fallen  in  a manner  that  for  a time 
threatened  to  bring  discredit  on  all  kinds  of  American  securities  without  dis- 
tinction. So  far,  however,  the  panic  has  been  confined  to  railways.  It  has 
been  most  marked  in  certain  classes  of  these,  but  to  a greater  or  less  degree 
it  has  extended  to  all  without  exception.  The  causes  of  this  feeling  are  the 
break-up  of  the  coal  combination  last  summer,  which  immediately  brought 
some  of  the  lines  that  had  been  engaged  in  it  into  difficulties;  the  freight 
war  between  the  mine  railways  to  the  West,  the  anarchial  condition  of  the 
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Southern  States,  the  apprehensions  excited  by  the  Presidential  contest,  the  long 
continued  depression  of  trade  and  the  persistent  mismanagement  of  the  rail- 
ways. Next  to  the  break-up  of  the  coal  combination,  it  was  the  discovery 
that  the  very  best  lines  are  as  liable  now  as  they  were  in  the  days  of  Messrs. 
Gould  and  Fisk  to  be  * captured*  by  a ring  and  mismanaged  in  total  disregard 
of  the  interest  and  the  wishes  of  the  shareholders,  that  has  exercised  the  great- 
est influence  ; and  it  is  to  this  point  that  the  attention  of  the  public  in  this 
countrj.  should  chiefly  be  directed.  American  railways  have  of  late  years  been 
steadily  rising  in  favor  with  British  investors,  and,  if  only  some  sufficient 
security  could  be  taken  for  their  good  management,  it  is  unquestionable  that 
they  would  offer  a very  eligible  field.”  Similar  criticisms  are  frequently  made 
in  the  leading  newspapers  of  Europe.  The  London  Times  and  other  news- 
papers have  offered  suggestive  observations  on  the  injury  recently  done  to 
American  credit  in  foreign  markets.  From  all  these  strictures  it  behoves  us 
to  learn  how  we  may  protect  and  improve  the  credit  of  our  securities  abroad 
so  as  to  sustain  their  market  value  at  home.  There  is  no  doubt  that  here 
as  well  as  abroad  a large  amount  of  capital  will  be  attracted  to  our  securi- 
ties and  will  invest  itself  in  them  so  soon  as  the  owners  of  that  capital  can 
rely  upon  a faithful  and  honest  management  of  corporate  property.  But 

the  public  confidence  in  railroad  securities  and  in  the  bonds  of  various  cor- 
porations will  be  slow  to  revive,  and  the  most  important  means  of  financial 
recuperation  will  be  comparatively  ineffective  unless  this  important  condition 
can  be  complied  with« 

Subjoined  are  the  usual  statistics  of  the  banking  and  currency  movements : 


Week 

ending 

Notes  in 
circulatum. 

Bonds  /or 
circulation. 

Bonds /or 
U.  S.  deposits 

Total  bonds. 

Coin  in 
Treasury. 

Coin 

Certi/cates. 

Jan. 

22. 

•••  343-2S3»S77 

..  362,108,062 

• 18,626,500  . 

• 380,734.56a  . 

• 73.200,709 

• 34.4a9.000 

Feb. 

19. 

•••  34*»557i9*i 

..  358,428,650 

• 18,621,500  . 

. 376,050,150  . 

• 75.051.625 

• 33.786,900 

Mar. 

21. 

...  340,046,776 

••  355.3**, 7*5 

• *8,74**500  . 

374.053.2*5  • 

69,657,203 

• 34.797.600 

Apr. 

21. 

• ■ 337i635»2I9 

..  347.800,350 

. 18,623,000  . 

366,423,350  . 

76,148,711 

. 28,457,600 

May 

20. 

•••  335.197.J05 

..  344.883,850 

. 18,623,000  . 

• 363,506,850  . 

June 

»7- 

•••  332.322,678 

••  342,340,550 

• 18,823,000  . 

36*.x63,55o  . 

65,664,354 

. 22,874,000 

1S75 

July 

*4 

...  5350.764.469 

• 5 374.753.362 

$18,792,200  . 

$393,545,562  . 

% 66,926,937 

$22,628,300 

Aug. 

7- 

• • • 34»»937»939 

••  374,927,862 

. 18,792, %x>  • 

393.7«>,o62  . 

71.953,412 

. 22,657,200 

Aug. 

21  ■ 

•••  349.  *30.000 

..  374,788,762 

. 18,792,200  . 

393.580,962  . 

70,738,807 

* 18,561,000 

Sept. 

Zl. 

• • • 347.980,000 

••  373.382,762 

. 18,792, . 

• 392.174.962  . 

66,730,316 

• 16,389,400 

Sept. 

35- 

•••  347.720,223 

••  372,*So,t62 

. 18,792,200  . 

390,942,962  . 

66,924,152 

• 12,435.000 

Oct 

...  346,769.853 

..  369,79*.t62 

. 18,782,200  • 

• 388,573,962  . 

68,784,332 

• 12,477.100 

Oct. 

16. 

...  346.8x3,776 

..  368,857,212 

. 18,782,200  . 

387.639.4*2  . 

70,472.506 

• 12,775.600 

Oct. 

23- 

•••  344.458,128 

..  368,1x9,917 

. 18,760,000  . 

• 386,879,917  . 

69,070,408 

. 11,502,300 

Oct 

30. 

. . . 346,805,6x6 

••  367,799.4*2 

. 18,730,000  . 

. 386,529,412  . 



Nov. 

6. 

• • • 345,799.*o8 

..  366,658,312 

. 18,730,000  . 

■ 385.388,3*2  . 

72,042,514 

. 16,069,900 

Dec. 

18. 

• • • 343,938,278 

..  364,690,112  . 

. 18,626,500  .. 

. 383,316,612  .. 

69,206,263 

. 21,447,000 

1876. 

July 

18. 

•••  33*,839.t09 

..  340,249,850 

. 18,723,000  . 

•369.772.284  . 

61,848,009 

• 3c, 588,600 

Aug. 

26. 

. . . 326,562,064 

••  338,823,850 

. 18,723,000  . 

62,580,612 

. 25,120,000 

Sept. 

16. 

. . . 324,832,877 

••  337,3*8,650 

. 18,743,000  . 

••369.334.604  . 

63.204,594 

> 31,678,100 

Oct. 

22. 

...  324,970,132 

••  337,289,800 

• *9. *55,000  . 

••368,494,740  . 

71,273,106 

. 32,210,100 

Nov. 

x8. 

. ..  320,6x2,289 

••  337.849.800 

. 19,103,000  . 

••367.535,7*6  . 

79.771.725 

. 36,224,300 

Dec. 

1877. 

Jan. 

19.. 

• • • 3j9.894.894 

••  337.602,800 

. 18,967,000  . 

• 356.569.800  . 



20.. 

319,108,061 

- 338,545.220 

. 19,062,800  . 

• 357.608,000  . 

Feb. 

24. 

• • • 3*9.364,647 

..  338, 59 *.350 

• 19,149,000  . 

• 357.984,812  . 

. 90,150,663 

• 52.738,400 

Mar 

24- 

...  3*8,543.955 

..  340,194,600 

. 19,223,000  . 

■ 364,239.484  • 

. 88,932,466 

• 49.447.500 

* Outstanding  greenbacks. 
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The  following  are  the 

latest 

quotations 

or  sales  of  the  stocks  of 

New 

York 

City  Banks : 

Amcr.  Exch.  Nat.  B. 

Bid. 
109  . 

X0954  . 

Last 

Sales, 

*09 

Bid. 

N.  Y.  Co.  Nat.  Bank.  230 

Asked, 

Last 

Sales. 

BankofN.Y.N.B.A. 

115  . 

116^  , 

**5 

N.Y.Nat.  Exch.  B’k.  .. 

90  . 

76 

Central  Nat.  Bank.. . 

loa 

joi)i 

Ninth  National  Bank. 

77  • 

76 

Chatham  Nat.  Bank. 

136  . 

*39 

Phenix  NaL  Bank.. . 102 

I02>4 

Chemical  Nat.  Bank. 

1501 

. . . 

*675 

St. Nicholas  N.  Bank.  xo2 

XOO 

Continental  N.  Bank. 

73H  . 

7*54 

Second  Nat.  Bank 

200 

East  River  N.  Bank. 

92%  . 

90 

Seventh  Ward  N.  B, 

85  • 

82 

First  National  Bank.. 

aoo  . 

2x0 

Tenth  National  B’k. . . . 

75  • 

63 

Fourth  Nat.  Bank... 

too 

xoo}4  . 

100% 

Third  National  Bank. 

98 

Fulton  Nat.  Bank.. . . 

150 

150 

Tradesmen's  Nat.  B,  130 

.. 

*3354 

Gallatin  Nat.  Bank. . 

106 

**5 

Union  Nat.  Bank.. . . 130 

*37 

Hanover  Nat.  Bank. 

92  . 

95  • 

9* 

Bank  of  America....  X30 

*33 

Impu&Tr.N.^t.  Bank. 

i8s  . 

*90 

Bank  of  N.  America. 

92 

90. 

Irving  Nat.  Bank.... 

X38  . 

**s54 

B’k  of  the  Metropolis. 

80 

Leather  Mfrs.  N.  B. 

x8o  . 

X70 

Bull’s  Head  Bank 

60 

Marine  Nat.  Bank.. 

90  . 

**354 

Com  Exchange  B’k..  125 

*335^ 

Market  Nat.  Bank. . 

xxo 

Eleventh  Ward  B’k.. 

65  . 

89 

Mech.&Tra.  N.  B.. 

85 

Fifth  Avenue  Bank . . 216 

Mechanics’  Nat.  B'k. 

*35  • 

*3754  . 

*38 

German-Amer.  Bank. 

'd  . 

68 

Mercantile  Nat.  B'k. 

100 

**5  • 

100 

Germania  Bank 

X08 

. . 

Mcrch.  Exch.  N.B.. 

92 

9* 

Gold  Exchange  B’k. . 

xoo 

V8 

Merchani.s’  Nat.  B’k. 

1x9  . 

X19 

Grand  Central  Bank. 

. . 

* *5 

Metropolitan  N.  B. . 

132I4  . 

*33  • 

*30 

Greenwich  Bank ....  1x5 

122 

N.  B.  of  Commerce.. 

Ill  . 

x*3  . 

rix 

Grocers'  Bank 

d * 

75 

N.B.  of  the  Republic. 

99%  • 

98 

Harlem  Bank 

50 

N.B.  of  State  ofN.Y. 

122 

*0954 

Manhattan  Comp.  B. 

X38  : 

*37 

Nat.  Broadway  Bank. 

22s  . 

207 

Manuf.&  Mcrch. B’k.  .. 

xoo 

35 

N., Butch.  & Drov.  B. 

X20 

*27 

Nassau  Bank 

xoo 

xoo 

Nat.  Citizens’  Bank. 

X20 

108H 

North  River  Bank 

70  . 

70 

National  City  Bank.. 
Nat.  Mech.  Bkg.  As.. 

200 

250  . 

246 

Oriental  Bank X70 

186 

xoo 

8054 

Pacific  Bank 

>75  • 

*4^54 

National  Park  Bank. 

114  . 

. > 

**5 

People’s  Bank 

140  . 

*3554 

Nat. Shoe  & Leath.B. 

1x5  . 

**754  . 

*37 

Produce  Bank 

70 

DEATHS. 

At  Stockton,  California,  on  Sunday,  January  28th,  aged  fifty-three  years, 
Dr.  John  Milton  Kelsey,  President  of  the  Stockton  Savings  and  Loan 
Society. 

At  New  Orleans,  La.,  on  Monday,  February  26th,  aged  sixty-seven  years, 
John  S.  Walton,  Cashier  of  the  Louisiana  Savings  Bank. 

At  Bridgeport,  Conn.,  on  Thursday,  March  1st,  aged  fifty-seven  years, 
Daniel  H.  Sterling,  President  of  the  Connecticut  National  Bank. 

At  Wilmington,  111.,  on  Friday,  March  2d.  aged  sixty-three  years,  Archi- 
bald J.  McIntyre,  President  of  the  First  National  Bank  of  Wilmington. 

At  New  York,  on  Friday,  March  9th,  aged  fifty-two  years,  James  L. 
Stewart,  formerly  President  of  the  Eleventh  Ward  Savings  Bank.) 

At  Waterloo,  N.  J.,  on  Monday,  March  12th,  aged  sixty-eight  years,  Hon. 
F^ter  Smith,  President  of  the  Hackettstown  National  Bank. 
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OUR  CREDIT  ABROAD. 

Mr.  Secretary  Sherman  has  entered  upon  his  duties  at  the 
Treasury  amidst  auspicious  circumstances.  That  he  has  given 
an  impulse  to  the  public  credit  is  indicated  by  the  activity  in 
American  securities  abroad,  by  the  demand  for  Government 
bonds,  and  especially  by  the  rapid  succession  of  calls  for  the 
out-standing  five-twenties,  and  by  the  progress  of  the  conver- 
sion of  our  six  per  cent,  debt  into  bonds  bearing  a lower 
rate  of  interest.  For  many  years  Mr.  Sherman  has  had  much 
to  do  with  those  conservative  influences  at  Washington  which 
have  been  directed  to  preserve  the  financial  policy  of  the 
country  from  inflation  on  the  one  hand,  and  from  excessive 
contraction  on  the  other.  The  objective  points  of  Mr. 
Sherman  have  always  been  the  prompt  refunding  of  the  debt 
and  the  resumption  of  specie  payments  at  as  early  a period 
as  is  consistent  with  safety  to  our  commerce  and  prosperity 
to  our  national  industry  and  trade. 

If  we  turn  from  our  own  financial  centers,  and  examine 
the  prospects  of  American  securities  in  the  money  mar- 
kets of  Europe,  two  or  three  conclusions  seem  to  be  well 
established.  For  example,  it  is  generally  agreed  that  a num- 
ber of  rival  securities  which  formerly  competed  abroad  with 
American  securities,  have  lost  much  of  their  prestige  during 
the  last  three  or  four  years,  so  that,  other  things  being  equal, 
the  course  is  more  clear  for  the  absorption  of  such  of  our 
municipal,  railroad  and  Government  bonds,  as  might  meet 
the  requirements  of  investors  in  regard  to  remunerativeness, 
sound  management  and  safety.  Another  fact  which  is  also 
53 
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established  is,  that  the  amount  of  floating  capital  in  the  finan- 
cial centres  of  Europe,  which  is  disposed  to  seek  investment 
in  American  securities,  is  on  the  increase,  and  that  for  sev- 
eral years  so  favorable  a state  of  things  has  not  existed  in 
this  respect.  It  is  unfortunate  that  so  promising  a movement 
in  the  foreign  markets  should  have  been  disturbed  and  its 
advantages  impaired  by  circumstances  which  have  occurred  in 
this  country,  and  which  have  been  copiously  discussed  in  the 
Pall  Mall  Gazette^  which  has  usually  been  a trustworthy  expo- 
nent of  American  finance.  Similar  criticisms  have  appeared 
in  the  London  Times  and  Economist.  It  is  premature  to 
attempt  to  forecast,  either  at  home  or  abroad,  the  effects  of 
these  unfavorable  circumstances,  but  they  enable  us  to  appre- 
ciate the  movement  of  American  securities,  which  have  been 
imported  through  our  foreign  bankers  more  freely  than  is 
supposed  by  those  persons  who  have  not  watched  the  course 
of  this  department  of  business  with  the  requisite  care. 

A still  better  use  of  the  facts  we  are  considering  is,  to 
deduce  from  them  the  proper  methods  to  be  adopted  in  this 
country  for  the  rehabilitation  of  our  credit  abroad.  These 
journals  suggest  several  points,  which  may  be  with  advantage 
considered.  First  of  all,  there  is  the  necessity  for  some  early 
settlement  in  regard  to  the  defaulted  securities  of  the  South- 
ern States.  A large  mass  of  these  securities  are  in  the  hands 
of  foreign  capitalists,  and  the  evil  which  their  default  has 
done  has  perhaps  been  overestimated.  But  there  has  been, 
here  and  abroad  a growing  conviction  that  the  vigorous 
efforts  which  are  making  by  Mr.  Coe  and  his  coadjutors  of 
the  Board  of  Arbitration,  for  the  adjustment  of  these  defaulted 
state  debts,  are  adapted  to  render  great  services  not  only  to 
the  defaulting  States  and  to  their  creditors,  but  also  to  the 
general  interests  of  American  credit  in  foreign  countries,  as 
well  as  at  home.  Another  point  referred  to  by  some  of  our 
foreign  critics,  is  the  recent  decision  of  the  U.  S.  Supreme 
Court,  in  the  Granger  cases,  and  it  is  gratifying  to  find  that 
the  bad  effects  upon  the  future  earning  power  of  our  rail- 
roads in  the  West,  are  not  so  much  exaggerated  in  England 
as  they  have  been  very  frequently  in  our  own  country.  In 
illustration  of  this  soundtendency  of  public  opinion  abroad, 
may  quote  from  the  London  Economist: 

Some  of  the  Western  States  appear  also  to  be  a little  unstable.  One  cause 
of  the  fall  in  Illinois  Central  shares  is  stated  to  be  the  l^slation  of  the  State 
of  Iowa,  which  has,  in  fact,  altered  the  terms  of  the  company’s  charter,  and 
reduced  the  authorized  charges  of  the  railway.  There  have  been  charges  of  a 
similar  kind  against  other  Western  States ; and,  whether  well-founded  or  not, 
such  charges  plainly  indicate  a danger  to  which  the  securities  of  such  a State, 
so  far  as  they  represent  undertakings  like  railways,  in  which  the  community  to 
some  extent  has  an  interest  opposed  to  the  owners  of  the  undertaking,  are 
exposed.  Each  little  State  will  be  apt  to  legislate  for  its  own  advantage,  and 
against  the  railway  or  other  undertaking  which  is  largely  owned  by  absentee  or 
foreign  capitalists.  We  do  not  think  the  danger  is  generally  very  serious,  for 
there  are  various  restraining  influences  upon  such  States,  and  as  they  grow  richer 
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and  more  settled,  the  residents  acquire  an  interest  in  their  own  great  corporate 
properties.  The  constitution  of  the  United  States  also  forbids  any  State  legis- 
lation affecting  the  validity  of  contracts  which  have  been  entered  into.  But  the 
clause  in  the  Constitution,  as  may  be  imagined,  is  difficult  to  set  in  operation, 
and  while  some  Western  States  are  raw  and  unformed,  there  appears  a real 
danger  of  legislative  courses  which  may  impair  the  value  of  the  capital  invested 
there. 

Among  the  most  important  changes  which  have  been 
proposed  one  is  as  to  the  necessity  that  the  shareholders  of  our 
great  corporations  should  be  enabled  to  exert  more  of  prac- 
tical, effective  control  in  the  management  of  their  property. 
This  is  a fruitful  subject  of  inquiry,  and  we  have  frequently 
attempted  to  aid  in  the  solution  of  some  of  its  numerous 
problems.  The  English  and  French  holders  of  our  securities 
are  disposed  to  conclude  that  Congress  should  take  into  its 
hands  the  control  of  the  railroads  throughout  the  United 
States,  instead  of  leaving  these  important  highways  subject 
to  the  conflicting  and  varying  legislation  of  the  several 
States,  which  in  some  cases  has  been  exerted  to  the  injury 
of  the  property.  It  may  perhaps  be  true  that  at  some  future 
stage  of^ur  financial  and  political  progress,  the  change  here 
recommended  could  be  with  advantage  and  safety  adopted,  but 
as  at  present  the  obstacles  appear  to  be  insuperable,  we  must 
dismiss  this  projected  reform  for  the  present.  Another  sug- 
gestion is,  that  in  the  case  of  corporations  whose  stock  is 
largely  held  abroad,  a sound  policy  requires  that  the 
foreign  shareholders  should  be  qualified  to  serve  as  directors. 
Hence  it  is  proposed  that  all  laws  should  be  repealed  which 
forbid  foreigners  from  being  directors  of  joint-stock  com- 
panies in  the  United  States.  The  argument  is  that  if  this  were 
done,  foreign  capital  would  be  poured  into  many  enterprises 
from  which  it  is  now  repelled,  and  that  capitalists  abroad 
might  then  be  expected  to  add  to  their  investments  in 
America,  and  to  enlarge  the  flow  of  capital  from  Europe  to 
the  United  States.  In  this  case  the  difficulties  of  adopting  the 
suggestion  which  has  been  made  are  not  so  insurmountable, 
and  we  commend  the  project  to  the  candid  examination  of 
those  members  of  our  New  York  Stock  Exchange  who  are 
anxious  to  rehabilitate  American  credit  abroad,  and  to  place 
our  securities  on  the  high  basis  of  value  to  which  their 
intrinsic  merits  will  raise  them  so  soon  as  subordinate  obsta- 
cles such  as  those  we  have  mentioned  and  which  have 
so  long  checked  the  growth  of  American  credit,  can  be  moved 
out  of  the  way.  When  the  gentlemen  composing  the  Board 
of  Adjustment  for  the  defaulted  securities  of  the  Southern 
States  have  closed  the  important  labors  which  they  have  in 
hand,  we  would  suggest  that  they  might  do  good  service 
by  taking  up  some  of  the  defaulting  railroad  securities,  so 
that  if  possible  the  depressing  influence  with  which  these 
defaults  have  tainted  the  reputation  of  American  investments 
abroad  may  be  to  some  extent  counteracted. 
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THE  U.  S.  SUPREME  COURT  AND  THE  STATE 
TAXES  ON  THE  BANKS. 

The  official  report  of  the  judgment  in  the  tax  case  of  the 
Gallatin  Bank  vs.  The  Commissioners  of  Taxes  and  Assessments  in 
the  City  of  New  Yorkj  is  published  in  full  on  page  888  of  this 
issue.  It  will  be  seen  that  the  decision  turned  upon  two 
questions.  First,  does  the  law  of  the  State  of  New  York 
require  the  assessors  to  appraise  bank  shares  at  their  par 
value,  or  at  their  full  and  true  value  ? And  secondly,  is  the 
law,  as  it  stands,  valid  under  the  constitution  of  the  United 
States  ? 

As  to  the  first  question,  the  court  decide  that  by  the  ^ 
law  of  1866,  second  statute,  page  1647,  chap.  71,  and  by  i 
Revised  Statutes,  393,  section  17,  the  Legislature  of  the  State 
of  New  York,  has  provided  that  bank  shares  shall  be  assessed 
on  the  value  of  the  stock,  and  at  “ their  full  and  true  value 
as  the  assessors  would  appraise  the  same  in  payment  of  a 
just  debt  due  from  a solvent  debtor,”  deducting  the  propor- 
tional value  of  the  re^l  estate  owned  by  the  banks.  As  this 
is  precisely  the  view  contended  for  by  the  New  York 
assessors,  they  included  in  their  appraisal  the  reserves  and 
the  surplus  of  the  bank.  In  this,  they  did  what  the  law 
required  of  them,  for  as  the  court  hold,  the  reserve  fund  “ is 
as  much  a part  of  the  property  of  the  bank,  and  goes  to  fix 
the  value  of  the  shares  equally  as  if  it  were  not  called  by 
that  name,  but  remained  as  a part  of  the  specie,  bills  dis- 
counted, or  other  funds  of  the  bank,  undistinguished  from 
the  general  mass.” 

With  regard  to  the  second  question,  whether  such  a tax 
law  violates  the  rights  of  the  National  banks,  and  is  forbid- 
den by  the  constitution  of  the  United  States,  the  court  argue 
that  there  is  no  such  violation,  and  that  the  law  as  it  stands 
is  not  unconstitutional.  These  points  are  briefly  discussed  by 
Mr.  Justice  Hunt,  in  delivering  the  opinion  of  the  court.  He 
shows  that  the  act  of  Congress  of  June,  1864,  imposes  but 
two  restrictions  upon  the  right  of  the  State  governments  to 
tax  the  shares  of  the  National  banks.  These  restrictions  are, 
first,  that  the  State  taxation  shall  not  be  “at  a greater  rate 
than  is  assessed  upon  other  moneyed  capital  in  the  hands  of 
individual  citizens  of  such  State.”  And  secondly,  “that  the 
tax  so  imposed  shall  not  exceed  the  rate  imposed  upon  the 
shares  of  any  of  the  banks  organized  under  the  authority  of 
the  State  where  such  association  is  located.”  In  interpreting 
these  two  restrictions,  the  Supreme  Court  decided  in  a former 
case  that  “ in  making  assessment  of  bank  shares  by  State 
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authority,  it  was  competent  to  assess  them  at  any  amount 
above  their  par  value.*’  Against  this  view  it  was  argued  by 
counsel  that  by  the  law  of  1865,  passed  by  the  Legislature  of 
the  State  of  New  York,  it  was  declared  that  bank  shares 
should  not  be  assessed  above  their  par  value.  To  this  Mr. 
Justice  Hunt  replies,  that  as  the  statute  in  question  was 
declared  invalid  by  a decision  of  the  Supreme  Court,  a short 
time  after  it  was  passed,  no  bank  could  acquire  under  it  any 
right  whatever  to  have  its  shares  assessed  at  their  par  value, 
or  below  it.  As  we  have  recently  discussed  this  c^uestion, 
and  shall  recur  to  it  hereafter,  we  will  only  add  her6,  that 
the  court  declared  the  act  of  the  State  of  New  York,  in  1866, 
imposing  taxation  on  the  shares  of  National  banks,  was  in 
accordance  with  the  provisions  of  the  constitution  of  the 
United  States,  and  that  the  tax  commissioners  had  done 
right  in  fixing  the  taxable  value  of  such  shares  at  fifty-nine 
dollars  each,  although  the  par  value  of  such  shares  is  fifty 
dollars  each. 

Several  important  deductions  are  suggeste;^  by  this  decision. 
In  the  first  place,  the  duty  is  obviously  incumbent  upon  our 
National  banks  to  unite  themselves  firmly  together  to  obtain 
a remission  of  the  excessive  fiscal  burdens  which  are  doing 
so  much  harm.  The  profits  of  the  banking  business  are  now 
so  much  reduced  below  those  formerly  obtained,  th^t  the 
present  scale  of  taxation  is  intolerable,  and  is  driving  multi- 
tudes of  our  banks  out  of  the  business.  Since  the  agitation 
began  in  this  city,  our  Clearing-House  banks  have  diminished 
their  aggregate  capital  by  sixteen  and  a half  millions  of 
dollars.  A further  reduction  is  even  now  going  on,  which 
will  be  most  prejudicial  to  our  banking  system  if  its  progress 
be  not  stopped.  At  the  next  session  of  Congress,  a vigorous 
effort  is  to  be  made  for  the  relief  of  the  banks  from  the 
excessive  tax  burdens  under  which  they  have  so  long  been 
crushed,  and  all  the  banks  throughout  the  country  should  see 
to  it  that  the  members  of  Congress  from  their  several  dis- 
tricts are  thoroughly  informed  as  to  the  facts. 

Secondly,  something  ought  to  be  done  to  render  our  State 
taxes  upon  the  banking  business  more  impartial  and  uniform 
throughout  the  country.  The  Comptroller  of  the  Currency 
shows  in  his  last  report  that  the  taxes  levied  by  the  State 
governments  on  the  banking  business,  vary  to  a most  extra- 
ordinary degree.  The  unequal  rates  of  taxation  upon  the 
banking  business  in  the  various  States,  have  frequently  been 
the  subject  of  severe  criticism.  Not  only  are  these  taxes 
more  than  twice  as  much  in  some  States  as  in  others,  but 
they  are  the  heaviest  in  some  of  those  sections  of  the  coun- 
try which  have  the  most  urgent  necessity  for  fostering  and 
increasing  the  growth  of  their  banking  facilities.  Without 
entering  into  the  details  of  these  inequalities,  we  may  simply 
offer  two  or  three  suggestions  in  regard  to  the  needful  reform 
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of  this  part  of  our  fiscal  system.  In  the  first  place,  it  is  a 
mistake  to  suppose  that  the  banks  desire  to  escape  their  fair 
share  of  taxation.  The  fiscal  relief  which  the  banks  are  now 
for  the  first  time  in  their  history  united  in  seeking  from  the 
Governments,  State  and  National,  by  which  they  are  taxed, 
is  supported  by  several  important  arguments,  all  of  which  are 
based  upon  the  constitutional  principle  that  taxes  should  be 
impartial,  and  should  not  discriminate  either  for  or  against 
any  particular  interest.  Now,  it  is  well  known  that  the  bank 
taxes  discriminate  against  the  men  engaged  in  banking,  and 
are  driving  large  sums  of  capital  out  of  the  business.  Much 
has  been  written  on  this  subject,  and  as  it  appears  to  be 
universally  admitted  that  the  methods  of  taxing  the  banks  on 
State  authority  need  revision,  we  would  recommend  to  the 
American  Bankers’  Association,  or  to  some  other  body  inter- 
ested in  fiscal  questions,  to  compile  a digest  of  the  bank  tax 
law  of  the  several  States  in  the  Union,  and  to  publish  the 
complete  statement  of  all  these  laws  in  as  brief,  compact,  and 
intelligible  a form  as  possible,  in  order  that  out  of  the  chaotic 
and  confused  mass  of  fiscal  provisions,  some  orderly  and 
symmetrical  system  of  taxation  may  be  devised  and  recom- 
mended, which  would  accord  with  our  general  tax  methods 
on  the  one  side,  and  would  be  fair  and  equitable  on  the 
other.  The  labor  involved  in  such  a compilation  would  no 
doubt  be  great,  but  if  the  digest  be  efficiently  made,  it  will 
be  well  worth  all  the  labor  and  expense  which  are  indispens- 
able to  its  production. 

Thirdly,  we  may  object  that  the  decision  of  the  court 
in  this  case  was  rendered  without  examination  in  detail 
of  the  important  grounds  on  which  the  bank  claimed  the 
reduction  of  the  assessments,  made  by  the  commissioners.  It 
was  founded  on  a previous  decision  of  the  court  in  the  case 
of  Van  Allen  vs.  The  Assessors,  3 Wallace  573,  which  was  sup- 
posed by  the  court  to  control  the  case  of  Gallatin  Bank  vs. 
The  Commissioners.  In  thus  deciding,  the  court  ignored  the 
fact  that  the  application  of  the  Gallatin  Bank  was  principally 
based  on  two  grounds;  first  that  the  Enabling  Act,  of  the 
State  of  New  York,  in  the  clause  which  subjected  shares  in 
converted  banks  to  taxation,  contained  a provision  that  the 
tax  to  be  imposed  should  not  exceed  the  par  value  of  the 
shares.  In  this  provision  a legislative  contract  was  authorized 
with  those  banks  that  accepted  the  terms  laid  down  in  the 
Act.  The  Gallatin  Bank,  with  other  similar  state  institutions 
accepted  the  terms,  completed  the  contract,  and  entered  into 
the  possession,  under  this  contract,  of  rights  and  privileges 
which,  as  is  affirmed,  the  Legislature  could  not  afterwards 
repeal. 

The  other  ground  was,  that  even  if  there  were  no  such 
contract  between  these  banks  and  the  State,  the  present  tax 
law  of  New  York,  which  imposed  a tax  on  the  value  of 
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bank  shares  without  allowing  for  the  difference  necessarily 
resulting  from  the  surplus  of  twenty  per  cent.,  which  the 
National  banks  are  obliged  to  reserve  under  section  5199  of 
the  U,  S.  Revised  Statutes^  infringed  the  rights  of  the  National 
banks,  because  it  imposed  on  them  a burden  not  borne  by 
the  State  banks  which  are  exempt  from  the  obligation  of  sec- 
tion 5199  to  hold  the  twenty  per  cent,  surplus.  It  was 
argued  that  this  inequality  is  a violation  of  the  rights  of  the 
National  banks  as  fiscal  agents  of  the  United  States  Govern- 
ment, which  rights  were  expressly  reserved  to  them  by  the 
National  Currency  Law. 

The  Supreme  Court  without  considering  either  of  these 
specified  grounds  for  claiming  a reduction  in  the  tax  assess- 
ments of  the  Gallatin  National  Bank,  seem  to  have  felt 
themselves  bound  to  deny  the  application,  because,  as  they 
supposed,  they  had  previously  in  the  case  just  referred  to, 
declared  the  taxation  clause  of  the  New  York  Enabling  Act 
of  1865  to  be  invalid,  so  as  to  destroy  the  force  and  validity 
of  all  contracts  founded  upon  any  of  its  provisions,  and  that 
all  claims  under  the  provision  and-  contract  relied  on  by  the 
Gallatin  Bank  necessarily  failed  with  the  clause  of  the  Ena- 
bling Act,  on  which  they  claimed  to  be  founded. 

But  if  we  admit  for  the  present  that  the  several  parts  of 
the  rejected  clause,  are  so  connected  that  the  invalidity  of 
one  part  destroys  the  other,  and  that  the  invidious  inequality 
of  taxation  between  the  National  and  State  banks,  forms  no 
objection  to  the  present  tax  law  of  the  State  of  New  York ; 
and  also  that  the  decision  referred  to  would  be  conclusive 
if  it  did  declare  as  the  court  now  supposes,  there  still 
remains  the  question  whether  this  decision  does  in  reality  lay 
down  the  proposition  which  the  court  has  ascribed  to  it. 

If  we  refer  to  the  case  as  reported  3 Wallace  573  we  shall 
find  that  in  the  opinion  which  was  written  by  the  late  Mr. 
Justice  Nelson,  the  court  does  not,  in  terms  declare  the 
clause  in  question  to  be  invalid.  What  the  court  says,  is 
that  this  clause  is  “wanting  in  conformity  with  the  National 
Bank  Act.”  This  want  of  conformity  consists  merely  of  an 
omission  from  the  clause,  of  a provision  contained  in  the  Act 
of  Congress  limiting  the  taxes  imposed  on  National  banks  to 
the  rate  imposed  on  State  banks.  If  then,  the  clause  is  here 
declared  to  be  invalid,  it  must  be,  not  expressly  but  only 
by  inference,  and  because  the  want  of  validity  is  a necessary 
consequence  of  the  want  of  conformity  of  the  kind  indicated. 
On  the  part  of  the  National  banks  it  is  denied  that  this 
inference  is  sound  in  logic  or  in  law. 

It  is  not  true  that  in  all  cases  and  without  any 
exception,  the  want  of  conformity  with  the  laws  of  the 
United  States  impairs  State  legislation  or  renders  it  invalid. 
Of  course  we  do  not  deny  that  incidentally  and  in  some 
cases  this  want  of  conformity  does  carry  with  it  the  conse- 
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quence  of  invalidity,  but  it  is  argued  by  eminent  jurists,  on 
the  citation  of  numerous  authorities  that  in  the  great  major- 
ity of  cases  invalidity  does  not  necessarily  result.  The  effect 
of  the  want  of  conformity  between  State  laws,  and  the  Stat- 
utes of  the  United  States  depends  entirely  upon  its  charac- 
ter. And  only  when  it  is  such  that  the  State  law  is  incapa- 
ble of  execution  without  infringing  the  rights,  powers  or 
duties  of  the  Federal  Government  is  the  want  of  conformity 
of  any  importance  whatever.  The  distinction  here  contended 
for  will  perhaps  be  rendered  clearer  by  an  illustration.  Sup- 
pose that  this  taxation  clause  of  the  New  York  Enabling  Act 
of  1865,  instead  of  authorizing  as  it  does,  the  taxation  of 
bank  shares^  had  authorized  the  taxation  of  bank  capital^ 
such  a want  of  conformity  would,  no  doubt,  have  been 
fatal ; for  the  clause  could  not  have  been  acted  upon  other- 
wise than  by  laying  a State  tax  upon  the  capital  of  National 
banks,  and  this  was  forbidden  by  the  Act  of  Congress. 

But  such  a want  of  conformity  as  this  is  totally  differ- 
ent from  the  want  of  conformity  indicated  by  Judge  Nel- 
son. The  New  York  Enabling  Act,  as  it  stood  and  as  he 
adjudicated  upon  it,  authorized  a tax  on  shares,  and  the 
clause  which  did  this,  so  far  from  being  inconsistent  with 
the  National  Bank  Act,  was  in  fact  very  nearly  a copy  of 
one  of  the  clauses  in  that  Act.  If  the  State  had  previously 
adopted  the  system  of  taxing  the  shares  instead  of  the  capi- 
tal of  State  banks,  it  might  under  this  authority  have  taxed 
also  at  once  the  shares  of  National  banks  at  the  same  rate. 
To  this  extent  therefore,  the  clause  must  have  been  valid. 

It  will  perhaps  be  replied,  that  when  the  State  of  New 
York  in  the  fiscal  laws  and  passed  by  virtue  of  the 
authority  conceded  by  Congress  to  tax  the  shares  in  the 
National  banks,  it  did  not  impose  taxes  on  the  shares  of 
the  State  banks  and  consequently  that  under  the  existing 
law  of  the  State  the  authority  could  not  have  been  executed 
without  violating  the  Act  of  Congress.  This  we  admit, 
but  it  does  not  follow  that  the  authority  is  invalid.  The 
tax  law  might  be  at  the  time  incapable  of  execution,  but 
it  is  by  no  means  certain  that  the  law  must  therefore  be 
incapable  of  execution  at  some  future  time.  Whenever  the 
State  chose  to  tax  the  shares  of  State  banks,  it  could,  under 
the  authority  of  this  clause,  tax  also  the  shares  of  National 
banks.  It  thus  appears  that  the  clause  in  the  State  law 
may  have  been  temporarily  inoperative,  but  it  is  not  for 
this  reason  invalid,  any  more  than  a man  is  dead  when  he 
has  his  hands  tied.  It  may  be  objected  also  that  the 
clause  was  invalid  in  the  enabling  Act  of  1865,  because  it 
might  be  so  construed  as  to  authorize  its  execution  beyond 
the  limits  prescribed  by  Congress.  In  other  words,  as  this 
law  did  not  limit  the  taxation  it  imposed  by  inserting  the 
restrictive  clause  of  the  National  Bank  Act,  it  was  defective 
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and  capable  of  being  used  to  impose  fiscal  burdens  on  the 
banks  beyond  the  maximum  allowed  by  the  U.  S.  statute. 
But  this  objection  leaves  out  of  view  the  fact  that  the 
restriction  in  question  was  as  effective  while  it  existed  only 
in  the  Act  of  Congress  as  it  could  have  been  if  repeated 
in  the  State  law.  If  a State  law  is  to  be  held  invalid 
because  it  does  not  reiterate  all  the  provisions  by  which 
every  form  of  action  that  can  be  taken  under  it  should 
be  restricted,  then  a vast  amount  of  State  legislation  must 
be  at  once  wiped  out.  If  we  should  begin  to  apply  such 
a dangerous  and  revolutionary  principle  as  this,  perhaps 
even  the  New  York  Tax  Law  of  1866,  under  which 
the  tax  was  imposed,  that  is,  complained  of  by  the  Galla- 
tin bank  in  this  case,  could  be  successfully  assailed  and 
it  might  have  to  go  with  the  rest ; for  it  authorizes  the 
taxation  of  shares  in  National  banks,  and  nevertheless,  it 
omits  the  clause  of  restriction  contained  in  the  U.  S.  statute. 
If  the  omission  of  this  restrictive  clause  was  fatal  to  the  law 
of  1865,  should  we  not,  by  parity  of  reasoning,  expect  it  to 
be  equally  fatal  in  the  case  of  the  tax  law  of  1866. 

It  would  be  easy  to  multiply  arguments  to  show  that  the 
taxation  clause  of  Ihe  New  York  Enabling  Act  of  1865,  was 
not  to  be  held  invalid  by  reason  of  the  want  of  conformity 
pointed  out  by  Mr.  Justice  Nelson.  Indeed,  the  Judge  him- 
self said  that  the  defect  was  of  little  importance  and  might 
be  easily  remedied.  A statement  quite  inconsistent  with  its 
being  fatal.  The  whole  of  the  arguments  in  Judge  Nelson’s 
decision,  in  the  case  of  Van  Allen  vs.  The  Assessors^  show  when 
carefully  analyzed  that  his  objection  was  not  so  much  to  the 
clause  of  the  Enabling  Act  of  1865,  as  to  the  manner  in 
which  it  was  carried  out ; and  his  remarks  on  its  want  of 
conformity  with  the  Act  of  Congress  applied  only  to  such  a 
construction  of  the  clause  as  might  be,  or  had  been,  con- 
tended to  justify  the  action  taken  under  it. 

Finally,  the  case  before  us  suggests  the  importance  of  losing 
no  time  in  the  prosecution  of  the  plans  for  lightening  the 
pressure  of  the  bank  taxes.  For  some  years  past  it  has  been 
supposed  by  many  persons  that  the  U.  S.  Supreme  Court 
would  in  some  way  interpose  and  relieve  the  National  banks 
of  a portion  of  their  fiscal  grievances,  and  that  afterwards  it 
would  be  more  easy  for  the  other  members  of  our  banking 
system  to  obtain  the  repeal  of  the  mischievous  taxation  by 
which  they  are  themselves  oppressed.  These  expectations  are 
now  at  an  end.  In  the  case  before  us,  the  Supreme  Court 
has  decided  that  there  is  nothing  in  the  constitution  or 
statutes  of  the  United  States,  to  restrain  or  prevent  our  State 
Legislatures  from  imposing  the  present  unequal  taxation  upon 
the  National  banks,  hence,  the  only  remedy  within  the  power 
of  the  institutions  which  suffer  from  it  is  to  go  to  the 
State  authorities  without  delay,  and  to  make  the  facts  so 
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apparent  to  the  members  of  their  various  Legislatures  as  to 
bring  the  desired  relief.  In  this  work,  which  will  require  to 
be  done  in  all  the  States,  and  may  with  advantage  be  carried 
on  at  the  same  time  in  most  of  the  States,  the  American 
Bankers’  Association  will  no  doubt  take  a conspicuous  part, 
and  will  show  the  advantages  which,  in  tax  reform,  as  in 
other  beneficent  movements  are  only  to  be  secured  by  organ- 
ization and  by  united  effort. 


MERCANTILE  FAILURES  OF  1877. 

If  we  may  judge  by  the  number  and  extent  of  the  failures 
last  year  in  the  United  States  and  Canada,  the  pressure  of 
the  mercantile  and  financIaL'4istress  which  has  prevailed 
since  the  panic  of  1873  has  shown  only  a partial  and  slow 
abatement.  The  reports  just  published  prove  that,  as  com- 
pared with  the  corresponding  quarter  of  last  year,  the  num- 
ber of  mercantile  failures  in  the  first  three  months  of  1877 
has  been  increased,  while  the  aggregate  liabilities  have 

diminished.  The  subjoined  table  gives  a comparative  view 
of  the  number  of  the  commercial  failures  of  the  past  three 
months,  as  well  as  of  the  liabilities,  compared  with  those  of 
the  previous  two  years  : 

MERCANTILE  FAILURES,  1875-1877. 

First  Quarter.  Total  Jbr  the  Year. 

No.  0/  Amount  0/  Average  No.  qf  Amount  0/  Avenge 

Years.  Failures.  Liabilities.  Liabilities.  Failures.  Liabilities.  Liabilities, 

1875  • 1,982  .$43,176,953  .$21,784  . 7,740  .$201,060,333  .$25,960 

1876  . 2,806  . 64,644,156  . 23,038  . 9,092  . 191,117,786  . 21,020 

1877  . 2,869  . 54,538,074  . 19,010  • • • 

One  of  the  chief  facts  of  importance  suggested  by  these 
statistics  is,  that  though  the  aggregate  losses  by  failures  are 
increasing,  the  average  liabilities  of  each  insolvent  firm  are 
diminishing.  Various  reasons  are  assigned  for  this  change. 
One  of  its  causes  is  no  doubt  the  difficulty  which  many 
men  of  small  resources  experience  in  obtaining  credit.  The 
London  Economist  has  argued  with  some  show  of  reason  that 
the  pressure  of  our  financial  distress  is  extending,  so  as  to 
crush  smaller  and  weaker  classes  of  traders,  who  were  for- 
merly exempt  from  its  influence.  There  is  some  truth  in 
this  view  of  the  case,  but  it  has  misled  many  persons  into 
the  false  conclusion  that  the  severity  of  the  panic  is  increas- 
ing in  this  country,  and  is  becoming  more  and  more  exhaust- 
ing to  the  productive  resources  of  our  people.  In  the 
following  table,  Messrs.  Dun,  Barlow  & Co.  give  the  details 
of  the  failures  in  all  the  several  States  and  in  Canada: 
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MERCANTILE  FAILURES,  JANUARY  TO  MARCH,  1877. 

First  Quarter  in  1877.  First  Quarter  in  1876.  First  Quarter  in  1875. 


States  and  No.  0/  Amount  0/  No.  of  Amount  0/  No.  0/  Amount  of 

Territories.  Failutes.  Liabilities.  Failures.  Liabilities.  Failures.  Liabilities. 

Alabama. 23  . $489,731  . 22  . $256,300  . 15  . $366,000 

Arkansas. lo  . 98,900  . 8 . 97»700  . 2 . 27,000 

California 8i  . 558,559  • 5*  . 1,201,398  . 61  . 675,971 

San  Francisco 39  . 976,217  . — . . — . 

Colorado 13  . 179,900  . 6 . 50,000  . — . 

Connecticut 96  . 1,851,423  . 62  . 1,722,394  . 41  . 297,761 

Dakota 2 . 16,000  . 3 . 67,000  . — . 

Delaware 6 . 106,500  . 6 . 85,000  . 5 . 65,000 

Dist.  of  Columbia..  13  . 115,700  . i . 4,477  • 5 • 28,824^ 

Rorida 5 . 23,000  . 5 . 30,000  . 4 . 160,000 

Georgia 34  . 48i456  . 68  . 2,080,276  . 40  . 1,037,300 

Idaho I . 24,500  . I . 3,500  . — . , 

Illinois. 152  . 2,062,000  . 132  . 2,962,500  . 96  . 2,385,018 

City  of  Chicago....  72  . 3,302,300  . 52  . 3,097,200  . — - . 

Indiana. 113  . 1,131,615  . 92  . 1,322,521  . 84  . 1,661,349 

Iowa 172  . 1,053,300  . 98  . 1,180,080  . 44  . 376,265 

Kansas 13  . 74»2oo  . 19  . 171,500  . 19  . 83,300 

Kentucky 69  . 2,313,650  . 68  . 1,218,953  . 38  . 1,196,000 

Louisiana 10  . 126,000  . 12  . 553,525  . 6 . 305,831 

Maine 26  . 291,200  . 40  . 6^,450  . — . 

Maryland 36  . 6^900  . 44  . 703,49^  • 44  • 78o,435 

Massachusetts 178  . 2,363,683  . 154  . 4,022,560  . 113  . 5,514,000 

City  of  Boston 31  . 1,059,800  . 114  . 6,157,000  . — . 

Michigan iio  . 2,407,984  . 159  . 3,444,839  . 61  . 511,041 

Minnesota 57  . 422,560  . 44  . 263,477  . 38  . 250,000 

Mississippi 39  . 5*6,389  . 30  . 3*1,046  • 17  • 4*8,450 

Missoun 25  . 375,642  . 35  • 653,200  . 65  . 1, 199,550 

City  of  St  Louis...  40  . 821,000  . 22  . 580,933  . — . 

Montana. — , . 2 . 55, 000  . — . 

Nebraska 12  . 83,900  . 8 . 51,200  . 16  . 120,000 

Nevada. 29  . 352,743  . 5 . 32,000  . — . 

New  Hampshire....  27  . 151,662  . 18  . 217,500  . — . 

New  Jersey 40  . 691,000  . 53  . 657,747  . iz  . 81,758 

New  York 358  . 5,704,712  . 282  . 6,035,968  . 152  . 2,694,562 

City  of  New  York.  253  . 11,9*7,796  . 3*3  • 9.5*3,548  • 197  • 8,490,5«> 

North  Carolina 23  . 173,165  . 55  . 482,585  . 16  . 123,000 

Ohio 123  . 1,993,995  • *37  • 2,**3,<»5  • 73  • *,*87,  *55 

City  of  Cincinnati.  34  . 1,041,648  . 28  . 730,809  . — . 

Oregon 10  . 71,600  . 6 . 25,300  . — . 

Pennsylvania 166  . 2,685,766  . 139  . 3,125,174  . 155  . 4,927,606 

Philadelphia 46  . 1,481,980  . 34  . 1,322,220  . — . 

Rhode  Island. 26  . ^8,177  . 36  . 982,191  . 21  . 476,394 

South  Carolina 42  . 792,260  . 40  . 725,858  . 61  . 9^236 

Tennessee 34  . 411,100  . — . . 23  . *43,765 

Territories — . . — . . 32  . 546,702 

Texas 52  . 804,923  . 44  . 635,896  . 67  . 660,100 

Utah 4 . 26,000  . 1 . 6,000  . — . 

Vermont 34  . 232,463  . 23  . 437,«»  . 7 . 31,200 

Virginia  & W.  Va. . 43  . 432,817  . 54  . 2,121,665  • 47  • 642,765 

Washin^on  Terr...  1 . 14,000  . 3 . 162,664  . — . 

Wisconsin 46  . 775,^54  • 9^  • *,©39,7*2  . 57  . 4*9.384 

Wyoming — . . 1 . 37,ooo  . — . 


Total 2,869  $54,538,074  2,806  $64,644,156  1,733  $38,873,222 

Dorn,  of  Canada....  572  $7,576,5**  477  $7,4*8,030  396  $4,141,340 
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There  are  two  circumstances  pointed  out  in  the  circular 
before  us  which  are  well  worthy  of  consideration,  in  view 
of  the  last  quarter’s  increase  in  the  number  of  mercantile 
disasters  and  in  their  amount.  First,  the  general  business 
of  the  country  has  been  much  less  active  than  was  an- 
ticipated. Thirteen  of  the  twenty  Clearing  Houses  in  this 
country  report  an  aggregate  of  clearings,  in  the  first  quarter 
of  1877,  amounting  to  7,550  millions  against  7,677  millions 
last  year.  From  this  salient  fact,  as  well  as  from  a multi- 
tude of  other  circumstances,  we  have  the  indubitable  evidence 
that  the  business  of  the  last  three  months  has  not  only  failed 
to  revive  and  to  reach  the  high  level  of  activity  which  was 
predicted,  but  this  aggregate  has  not  even  equaled  that  of 
last  year,  which  was  notoriously  a low  one.  There  is  little 
doubt  that  many  of  the  unfortunate  traders  who  figure  in 
the  insolvent  lists,  whose  aggregates  are  given  above,  owe  no 
small  part  of  their  misfortunes  to  disappointed  expectations 
of  business  and  to  the  expenditure  of  capital  belonging  to 
themselves  and  their  creditors,  in  preparing  for  business 
demands  which  were  expected  and  prepared  for  in  vain. 

Secondly,  it  must  be  remembered  that  a much  smaller 
amount  of  capital  is  now  at  work  in  the  commercial  circles 
of  the  country,  than  at  any  previous  time  for  several  years 
past.  A few  months  ago  this  fact  was  recognized  and  made 
public  in  a noteworthy  manner  by  Messrs.  Dun  & Co.,  who 
announced  that  they  had  reduced  the  ratings  of  the  whole 
body  of  dealers  in  their  encyclopedic  report.  This  course 
attracted  very  little  remark  at  the  time,  but  it  was  really 
one  of  the  most  interesting  and  suggestive  of  the  economic 
facts  which  have  been  for  some  time  published  in  this  coun- 
try. We  shall  not  attempt  any  elaborate  discussion  of  it  in 
this  place  as  it  only  offers  itself  incidentally  as  connected 
with  the  mercantile  failures  which  have  recently  occurred. 
These  troubles  for  the  past  quarter  have  involved  an  aggre- 
gate o{  more  than  fifty-four  millions  of  dollars.  If  the 
remaining  quarters  of  the  current  year  are  to  be  equally 
prolific,  the  mercantile  disasters  of  1877  will  exceed  200  mil- 
lions. But  the  total  capital,  out  of  which  these  200  millions 
will  have  been  lost  or  implicated  by  insolvency,  is  a much 
smaller  sum  than  that  which  yielded  the  200  millions  of  fail- 
ures of  1875.  In  other  words  the  proportion  is  increasing 
more  rapidly  than  appears  between  the  losses  by  the  failures 
and  the  aggregate  business  capital  of  the  country  out  of 
which  these  losses  must  be  paid. 
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THE  TRUE  FUNCTIONS  OF  BANKING. 

BY  GEORGE  WALKER. 

( Second  Article, ) 

In  my  last  article  I spoke  of  the  most  important  function 
of  the  banking  business,  namely,  of  loans  and  discounts.  In 
the  present  article  I shall  speak  of  deposits  and  circulation. 
In  the  natural  order  of  things,  these  functions  should  have 
been  properly  considered  first,  but  to  do  so  would  have  post- 
poned the  definition  of  banking,  by  which  I sought  to  explain 
the  origin  and  the  necessity  of  the  business.  Before  a bank 
can  lend,  it  must  have  the  means  of  lending.  These  come 
from  three  sources : i,  capital ; 2,  deposits ; 3,  circulation. 
When  the  business  is  profitable,  the  capital  forms  a much 
smaller  part  of  the  aggregate  loan  fund  than  the  other  two. 
I well  remember  the  reply  of  a distinguished  financial  author- 
ity in  England  to  my  remark,  that  banking  was  a far  more 
profitable  business  in  Great  Britain  than  in  the  United  States. 
“Ah,'"  said  he,  “but  you  must  remember  that  in  the  United 
States  you  bank  on  the  capital  of  your  stockholders,  while 
in  England  we  bank  on  the  money  of  our  depositors.’* 
Although  this  general  fact  is  known  to  most  of  the  pro- 
fession, the  figures  which  illustrate  it  may  not  be  familiar, 
and  it  will  not  be  uninteresting  to  state  a few  recent 
statistics  of  English  banking.  The  paid-up  capital  and 
surplus  of  the  five  old  joint-stock  banks  of  London, 
namely,  the  London  and  Westminister,  London  Joint- 
Stock,  London  and  County,  Union,  and  City,  amounted 
on  the  31st  of  December,  1876,  to  ^8,780,000  or  J 43,900,000. 
Their  deposits  amounted  to  83,875,000  or  J 419,375,000, 
being  nearly  ten  times  their  capital.  Now,  although 
the  lending  rate  of  money  was  not  more  than  two  or  three 
per  cent,  throughout  the  year  (I  have  not  the  exact  figures 
before  me ),  the  dividends  of  these  banks,  for  the  year 
1876,  were  fourteen,  sixteen,  sixteen  and  one-half,  thirteen 
and  one-half,  and  eight  per  cent,  respectively ; none  of  these 
banks  issue  circulation.  The  profits  of  English  country  banks 
are  even  more  remarkable.  Thus  taken  at  random,  a bank 
at  Whitehaven  ( Cumberland ),  divided  twenty  per  ceut. ; 
another  in  the  same  county,  at  Carlisle,  twenty-two  per  cent. ; 
one  at  Halifax  (Yorkshire),  eighteen  per  cent.;  and  one  in 
Hampshire,  twenty  per  cent.  All  English  banks,  except  the 
Bank  of  England,  pay  interest  on  deposits,  and  these  great 
dividends  were  earned  out  of  the  small  difference  between  the 
rate  paid,  and  the  lending  rate  on  an  amount  of  deposits 
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far  exceeding  capital.  Such  large  deposits  are  not  a healthy 
indication  ; on  the  contrary  they  show  the  extreme  depression 
of  business  in  England,  and  the  vast  amount  of  idle  capital 
waiting  for  investment  or  active  employment.*  Deposits,  in 
short,  are  waiting  capital ; they  are  always  this  and  nothing 
more.  The  business  of  the  world  is  carried  on  by  means  of 
a Loan  Fund,  which  is  made  up  of  two  elements,  the  small- 
er being  the  capital  of  moneyed  institutions,  ( banks,  savings 
banks,  insurance  and  trust  companies,)  and  by  far  the  larger 
uninvested  profits.  As  the  business  of  each  year  brings  its 
quota  of  profit,  and  pours  it  into  the  common  fund,  invest- 
ments draw  out  nearly  an  equal  amount  from  that  which  has 
waited  longest,  and  plant  it  in  fixed  property.  Till  the  owner 
of  the  profits  has  decided  what  to  do  with  them,  they  go 
into  loans,  usually  through  the  instrumentality  of  banks,  and 
become  a part  of  the  great  floating  capital  by  which  indus- 
tries are  moved.  Natural  deposits  are  largest  when  business 
is  dull,  artificial  deposits  when  it  is  active,  for  reasons  which 
I will  presently  explain.  It  must  not,  however,  be  supposed 
that  deposits  come  only  from  the  owner  of  profits  waiting  to 
be  invested.  A very  large,  and  in  banks  of  discount  proba- 
bly much  the  larger  part,  comes  out  of  the  working  capital 
of  business  men.  I have  explained  that  every  business 
requires  floating  capital  to  pay  for  its  materials,  and  its  labor, 
and  to  carry  its  products  until  they  are  sold  ; but  it  ought 
to  have  a margin  over  and  above  this,  to  provide  for  contin- 
gencies ; to  avail  of  favorable  opportunities  for  buying  new 
stock,  and  to  protect  any  discounted  paper  which  may  be 
dishonored  by  the  makers  and  come  back  upon  the  endorsers. 
These  are  the  unavoidable  necessities  of  prudent  business  ; 
but  beyond  them  there  is  an  artificial  necessity  for  keeping 
deposits,  which  every  American  bank  officer  and  every  dealer 

* Since  the  above  article  was  written,  I find  the  following  pertinent  observations  in  the 
Economist' s Commercial  History  and  Review  of  1876.  In  commenting  on  the  statement  of  the 
London  Joint-Stock  Banks  for  the  last  half  year,  the  writer  sa^^s : 

In  the  first  time  for  a very  long  period,  the  total  liabilities  of  most  of  the  leading  banks 
exhibit  a decrease  compared  with  June,  '76,  and  a still  further  decrease  compared  with  Decem- 
ber or  June,  '7s.  The  decrease  of  the  last  six  months  is  (say)  two  millions  (sterling):  the 
decrease  from  June,  *7<,  is  seven  millions." 

These  diminutions  of  deposits  are  the  result  of  one  set  of  causes  started  by  the  banks,  and  of 
a second  set  of  causes  arising  out  of  the  reduced  rate  of  accumulation  in  the  country  at  large, 
as  a consequence  of  unprofitable  trade.  On  the  side  of  the  banks,  there  has  been  a reduction 
of  the  allowance  of  interest  on  money  left  on  deposit : and  a total  discontinuance  of  the  rules 
under  which  interest  was  allowed,  in  some  form  or  other,  on  current  accounts.  The  effect  of 
these  changes  have  been  pro  ianto  to  withdraw  and  divert  money  from  the  banks,  and  compel 
the  owners  of  it  to  find  other  investments  of  a more  ^rmanent  character;  a change  in  itself 
entirely  wholesome.  The  lessened  surpluses  or  profits  of  trade  have  contracted  the  funds  which 
naturally  and  generally  find  their  first  lodgment,  for  long  or  short  i^riods,  in  banks. 

“ The  events  of  the  half-year,  therefore,  have  been  of  no  small  importance  in  the  history  of 
London  banking,  inasmuch  as  they  have  given  a vepr  decided  check  to  the  doctrines  and  prac- 
tices which  were  becoming  established  in  favor  of  indefinite  enlargement  in  the  attractiveness 
and  scope  of  Deposit  Banking.  It  was  thought  and  said  that  a bank  could  not  fail  to  increase 
its  profit  by  attracting,  by  liberal  rates  of  interest,  as  many  deposits  as  possible ; and  hence  of 
late  years,  the  progressive  advancement  of  the  liaoilities  for  cash  deposits  and  acceptances.  The 
Bank  of  England  minimum  rate  was  relied  on  to  afford  a true  index  of  the  market,  and  a profit 
of  at  least  one  per  cent,  was  assumed  as  certain  between  the  rates  to  be  allowed,  and  the  rates 
to  be  charged.  We  have  now  arrived  at  a time  when  the  Bank  of  England  rate  has  almost 
of  necessity  ceased  to  be  a true  index  of  the  market  rate,  and  when  for  a bank  to  make  any 
profit  at  tul,  it  must  be  governed  absolutely  by  such  possibilities  as  may  exist  from  day  to 
day,  in  employing  its  money  at  any,  even  the  smallest,  rates." 
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will  think  of  before  I mention  it.  This  results  from  the  implied 
obligation,  on  the  part  of  those  who  expect  liberal  discounts,  to 
keep  a good  account.  It  is  an  indirect  way  of  paying  more 
than  the  nominal  rate  of  discount,  and  of  thereby  establish- 
ing a right  to  be  accommodated.  I do  not  know  how  far 
this  obligation  exists,  or  is  insisted  on  in  England,  but  prob- 
ably much  less  than  in  this  country,  where  .to  a great  extent, 
usury  laws  still  prevail.  Banks  can  never  get  more  than  the 
current  value  of  money,  but  they  are  constantly  compelled  by 
statute  to  take  less.  Artificial  deposits  are  one  of  the  conse- 
quences of  unjust  legislation,  and  like  every  other  subterfuge 
bear  very  unequally  . on  the  borrower ; for  the  deposits 
required  to  secure  liberal  discounts  are  not  graduated  with 
the  same  accuracy  as  the  rates  at  which  the  paper  discounted 
would  pass  in  a perfectly  untrammelled  market. 

It  results  from  what  I have  said,  that  a large  part  of  bank 
deposits  are  nothing  more  than  loans  withheld  from  the  bor- 
rower. I stated  in  the  beginning,  that  each  of  the  three 
banking  functions  grows  naturally  out  of  the  other,  and  this 
would  be  perfectly  true  of  deposits,  even  if  the  free  use  of 
them  was  not  restrained  by  bank  usage.  If  the  seller  of  pro- 
ducts gets  the  buyer’s  note  discounted,  he  does  not  generally 
need  to  use  the  whole  proceeds  at  once,  and  what  he  does 
not  need  he  leaves  in  bank  for  his  own  convenience.  Thus 
legitimately  as  well  as  illegitimately  deposits  grow  out  of 
discounts. 

Before  leaving  this  subject  of  deposits,  there  are  two  ques- 
tions touching  them  which  ought  to  be  adverted  to  ; the  first 
is  whether  or  not  a bank  should  pay  interest  to  the  deposi- 
tors ; and  the  second,  which  is  rather  scientific  than  practical, 
w’hether  they  are  in  any  sense  circulation.  The  question  of 
paying  interest  on  deposits  has  been  discussed  as  often  at 
least  as  a crisis  has  occurred,  followed  by  a revival  of  busi- 
ness, and  it  will  probably  never  be  definitively  settled.  It  is 
not,  in  fact,  a question  of  principle,  but  of  prudence  and 
expediency;  so  that  the  practice  is  sometimes  defensible  and 
at  others  indefensible,  or  highly  inexpedient.  The  arguments 
in  favor  of  it  are,  that  banking  is  nothing  but  the  trade  of 
buying  and  selling  capital,  or,  in  common  language,  money  ; 
that  even  for  the  shortest  interval  the  use  of  money  is  worth 
something,  and  the  owner  is  entitled  to  that  something. 
Thus  we  daily  see  in  Wall  Street,  and  all  great  money 
centres,  a price  fixed  for  the  use  of  capital  till  to-morrow. 
A day  is  a life  time  to  a man  whose  account  is  not  good  at 
the  bank.  Again,  it  is  for  the  public  advantage  that  capital 
should  not  be  idle  ; it  is  a servant  who  has  no  need  of  sleep 
nor  recreation,  and  who  never  tires.  Why  then  should  he 
not  be  made  to  work,  like  an  automaton,  all  the  time  ? The 
greatest  national  efficiency  as  well  as  economy  would  seem  to 
be  promoted  by  keeping  every  dollar  earning,  just  as  every 
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skillful  shipmaster  keeps  every  sail  drawing,  by  night  as  well 
as  by  day. 

England  is  the  great  exemplar  of  this  system.  In  no  other 
country  has  economy  in  the  use  of  capital  been  carried  so 
far.  It  is  popularly  said  that  all  England  settles  its  accounts 
in  London  every  night.  The  smallness  of  its  territory  and 
the  high  perfection  of  its  systems  of  correspondence,  makes 
this  possible  to  a degree  quite  unknown  elsewhere.  The 
system  of  clearing,  the  most  refined  and  perfect  outgrowth  of 
modern  banking,  is  in  no  country  so  thoroughly  carried  out 
as  in  England.  Not  only  is  there  a high  degree  of  economy 
in  the  use  of  capital  in  general  in  Great  Britain,  but  this  is 
especially  true  of  its  representative,  circulating  money.  While 
there  has  been  a considerable  growth  of  metallic  money 
within  the  last  thirty  years,  the  bank  note  circulation  has 
hardly  increased  at  all;  while  within  the  same  period  produc- 
tion and  trade  have  increased  fourfold.  Although  the  cash 
held  in  the  Bank  of  England  seems  to  us  very  large,  ( it  is 
now  twenty-six  and  three-quarter  millions  sterling,  against  a 
circulation  of  only  twenty-seven  millions  and  a half,)  that 
held  by  all  other  banks  both  in  London  and  the  provinces, 
is  very  small.  I remember  the  Economist  saying  some  ten 
years  ago,  in  comparing  it  with  the  legal-tender  reserve  of 
the  National  banks  of  the  United  States,  that  all  the  cash  of 
all  the  banks  in  Great  Britain  did  not  probably  amount  to 
five  per  cent,  on  their  circulation  and  deposits.  This  is  sail 
ing  very  near  the  wind. 

Against  the  payment  of  interest  on  deposits,  the  following 
are  the  arguments  : As  a rule,  bank  deposits  in  this  country 
are  payable  on  demand,  though  they  are  occasionally  taken 
for  a definite  time,  or  upon  a certain  required  period  of 
notice.  In  England,  time  deposits  are  much  more  common. 
Whether  taken  on  call  or  on  time,  if  interest  is  paid  on  them 
— it  matters  not  at  what  rate — they  must  be  loaned,  or  the  bank 
taking  them  will  lose  money.  It  is  safe  to  assume  that  a 
certain*  proportion  of  aggregate  deposits  will  not  be  called 
for  suddenly,  and  that  portion  may  be  loaned  on  short  mer- 
cantile paper.  Prudent  bankers  consider  that  from  twenty  to 
thirty-three  per  cent,  of  deposits  should  not  be  loaned,  but 
should  be  held  as  a reserve.  The  directors  of  the  Bank  of 
England  arrived  at  the  conclusion,  nearly  fifty  years  ago, 
that  one-third  was  not  too  large  a reserve  on  circulation 
and  deposits.  Very  few  American  banks  have  ever  adhered 
to  so  conservative  a rule.  A signal  exception  existed  in 
Louisiana,  when,  under  the  Bank  Act  of  1842,  the  New 
Orleans  banks  were  required  to  hold  one-third  of  their  circula- 
tion and  deposits  in  specie,  and  two-thirds  in  negotiable 
paper,  having  not  more  than  three  months  to  run,  and  not 
renewable  at  maturity.  I have  often  spoken  of  this  statute 
in  previous  publications,  and  I think  it  so  admirable  a piece 
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of  legislation  that  I propose,  at  some  future  time,  to  offer  to 
the  Banker’s  Magazine  a separate  article  in  relation  to  it. 

If  interest  is  paid  on  deposits  the  temptation  to  loan  too 
large  a part  of  them  is  much  increased.  It  is  true  that  the 
rate  paid  in  this  country  is  usually  several  per  cent,  below  the 
lending  rate,  but  when  the  expense  of  handling  and  taxes  are 
deducted,  if  a proper  reserve  is  kept,  there  is  not  much  margin 
for  profit.  A bad  feature  of  the  system  is  that  where  interest  is 
paid  deposits  accumulate  when  money  is  abundant,  and  are 
withdrawn  when  it  is  scarce  ; so  that  the  fluctuations  in  the 
deposit  line  are  greatly  increased.  When  this  is  the  case 
the  bank  cannot  maintain  an  even  business,  nor  accommodate 
as  large  a body  of  regular  customers  as  its  resources  at  times 
would  seem  to  warrant.  A larger  proportion  than  otherwise 
of  its  deposits  must  be  invested  in  the  purchase  of  paper,  or 
lent  on  collateral,  or  at  call.  The  difficulty  with  call  loans 
is  to  find  proper  security.  It  must  be  of  a solid  character, 
always  convertible  into  cash,  and  not  subject  to  great  fluctu- 
ations of  market  value.  Where,  in  the  present  state  of  the 
market  for  public  securities  and  stocks,  are  such  collaterals  to 
be  found  ? United  States  stocks  and  bonds  of  the  solvent 
States,  are  very  scarce  and  firmly  held.  The  amount  avail- 
able for  collaterals  is  quite  too  small  to  absorb  the  money 
offered  for  loan.  There  are  left  only  railway  bonds  and 
shares,  telegraph,  coal,  and  mining  stocks,  and  a few  miscel- 
laneous securities.  In  the  light  of  recent  events,  how  far  can 
a majority  of  these  securities  be  trusted  ? It  seems  to  me 
that  banks  will  be  driven  to  loan,  to  a larger  extent  than 
formerly,  on  pledge  of  staple  commodities.  Such  loans  have 
not  heretofore  been  favored  by  the  banks  of  New  York,  or 
any  of  the  Eastern  cities.  They  seem  to  me  preferable,  how- 
ever, to  stocks  and  bonds,  as  to  the  value  of  which  there  is 
very  little  accurate  knowledge.  Tangible  property,  of  a kind 
always  salable  at  a price,  held  by  proper  vouchers,  taken  at 
a sufficient  margin,  and  adequately  insured,  ought  to  offer 
impregnable  security.  I am  not  aware  that  the  Chicago 
banks,  which  make  most  of  their  loans  on  such  security,  meet 
with  heavier  losses  than  those  of  Eastern  cities,  and  there  is 
one  bank  in  New  York  which,  I am  informed,  is  doing  a safe 
and  profitable  business  of  this  character. 

Just  as  England  is  the  best  national  illustration  of  economy 
in  the  use  of  money,  so  is  France  the  exemplar  of  the  opposite 
system.  As  compared  with  Great  Britain,  France  has  few 
banks,  and  those  that  exist  are  conducted  on  very  different 
principles  from  those  of  England.  The  volume  of  deposits  is 
relatively  small.  Only  the  largest  mercantile  houses  are 
accustomed  to  keep  bank  accounts ; among  tradespeople, 
shopkeepers,  and  individuals  out  of  business,  they  are  by  no 
means  common.  Payments  between  dealers  are  largely  made 
in  cash,  and  the  porters  still  go,  periodically,  from  one  place 
54 
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of  business  to  another,  settling  accounts  with  bags  of  silver. 
The  consequences  of  this  system  are  that  much  more  money 
is  held  in  the  hands  of  the  people,  carried  in  pockets,  and 
kept  in  strong  boxes  and  money  drawers,  than  in  England  or 
the  United  States,  and  the  deposit  line  of  banks  is  both 
smaller  and  less  subject  to  fluctuations.*  So  far  as  stability 
of  business  is  concerned,  that  stability  depending  on  an  even 
money  market  and  a more  uniform  rate  of  interest,  the 
system  has  great  advantages.  Capital  is  not  so  actively 
employed,  and  the  use  of  money  is  not  so  closely  economized. 
There  is  probably  a smaller  current  profit,  but  on  .the  other 
hand  there  is  a greater  exemption  from  crises,  and  from  the 
frightful  losses  which  result  from  them.  The  penny  in  Eng- 
land is  sometimes  too  nimble.  In  the  long  run,  that 
country  is  most  prosperous,  not  that  makes  the  most  but 
which  loses  the  least.  It  is  probably  true  that  in  respect  of 
business  losses,  as  well  as  of  individual  economy,  France  has 
greatly  the  advantage  of  the  Anglo-Saxon  nations.  As  to  the 
greater  prevalence  of  individual  economy  there  is  no  doubt. 
It  is  enough  to  repeat  the  statement  of  Sir  Robert  Peel,  “ that 
in  England,  one  person  in  five  spends  his  entire  income  or 
earnings,  while  in  France,  only  one  in  forty  does  the  same, 
the  other  thirty-nine  making  savings.”  f I wish  it  could  be 
shown  that  our  countrymen  emulate  the  example  of  French- 
men rather  than  of  Englishmen,  but  I fear  that  investiga- 
tion would  show  the  contrary  to  be  the  case. 

In  leaving  this  branch  of  the  subject,  I repeat  what  I said 
in  the  beginning,  that  there  is  no  principle  of  sound  bank- 
ing involved  in  the  question  whether  or  not  interest  should 
be  paid  on  deposits.  It  is  purely  a question  of  expediency. 
In  the  present  state  of  the  business,  it  is  to  be  discouraged, 
because  there  is  so  little  safe  employment  open  to  call  funds. 
The  deposits  by  country  banks  in  city  banks  at  interest,  is 
of  very  doubtful  expediency.  There  is  no  excess  of  capital 
kept  on  deposit  in  country  institutions,  and  there  is  a strong 
tendency  to  use  means  too  closely  for  the  sake  of  a large 
dividend.  “ Active  banking  ” is  responsible  for  a large  share 

♦Since  the  text  was  written,  I Icam  that  the  **  Societe  des  D^phts  et  Comptes  Courants*'  of 
Paris  is  about  to  increase  its  capital  from  sixty  to  eighty  millions  of  francs,  to  enable  it  to 
increase  its  deposit  line,  being  prohibited  by  its  charter  from  receiving  deposits  beyond  one 
and  a half  times  the  amount  of  its  capital  and  surplus. 

t Mr.  Frederick  Brittain,  who  was  employed  in  1876,  by  the  associated  Chambers  of 
Commerce  of  Great  Britain,  to  visit  France  and  investigate  the  comparative  condition  of  the 
leading  trades  in  that  country  and  the  United  Kingdom,  states  some  very  interesting  and 
instructive  facts  respecting  the  wages  and  habits  ot  expenditure  of  the  working  classes  of 
the  two  countries.  In  respect  to  wages,  he  says,  that  in  the  iron  trades  for  example,  “ English 
workmen  earn  twenty  per  cent,  more  in  nine  hours,  than  French  workmen  in  eleven,  tTuelve, 
or  even  thirteen;  and  that  in  a large  number  of  cases,  the  difference  reaches  fifty  per  cent. 
The  margin  between  the  expenditure  absolutely  necessary  to  maintain  a woikman  in  good 
health,  and  the  amount  he  receives  in  wages,  is  very  much  laiger  in  England  than  in  France. 
An  English  workman  who  submitted  to  the  hardships  endured  by  the  Frenchman  voould  be 
able  to  save  four  times  as  much  out  of  his  wages  as  the  Frenchman  can  save.” 

“ The  wonderful  prosperity  and  wealth  of  France  is  due  chiefly  to  the  sobriety,  fhtgalipr, 
and  untiring  industry  of  its  artisans  and  agricultural  laborers,  who  generally  save  something 
out  of  their  very  small  ivages.” 


Digitized  by  LjOOQle 


I877.J 


THE  TRUE  FUNCTIONS  OF  BANKING. 


835 


of  the  losses  which  have  been  sustaind  within  the  last  five 
years.  There  is  not  a shadow  of  doubt  that  the  richest  and 
most  profitable  banks,  in  the  long  run,  are  those  which  keep 
a healthy  margin  of  means  in  all  times ; which  cultivate 
home  business  and  regular  customers  ; which  discount  the 
paper  of  those  customers  at  nearly  uniform  rates  ; which  seek 
to  build  up  the  business  of  the  communities  in  which  they 
are  established,  and  which  never  forget  that  the  relation  of 
banker  and  customer  is  one  of  mutual  dependence.  The  best 
bank  is  certain  in  the  end  to  be  the  most  popular  bank,  and 
to  strike  its  roots  deeply  and  widely  in  the  sympathies  of  the 
people  whom  it  serves. 

Are  deposits  currency.? 

This  is  a question  much  discussed  by  financial  writers. 
The  late  Amasa  Walker,  one  of  the  most  acute  reasoners  on 
economical  subjects  in  America,  was  of  the  opinion  that  they 
are,  and  this,  I think,  is  the  popular  view  taken  by  bankers. 
It  seems  to  me  erroneous,  if  by  currency  is  meant  the  same 
thing  as  circulating  money.  The  definition  of  Lord  Over- 
stone is  more  accurate,  namely  that  “deposit  business  is  a 
mode  of  economising  the  circulation,  but  an  economical  use 
of  the  circulation  is  not  of  itself  circulation.*'  The  true  dis- 
tinction is  shown  in  this  fact,  that  payment  by  check  is  not 
absolute,  but  conditional.  Nothing  can  be  truly  defined  to 
be  money  which  does  not  pay.  A bank  note  if  accepted  pays 
the  debt  and  makes  an  end  of  it,  and  therefore  it  is  money  ; 
a check  pays  it  only  when  accepted  and  paid  by  the  bank  on 
which  it  is  drawn.  Till  then  the  drawer  and  indorser  are 
holden,  which  shows  that  the  check  is  not  money,  but  only 
a bill  of  exchange.  Deposits  are  nothing  but  inscribed  credits, 
and  checks  are  only  written  orders  to  transfer  those  credits. 

I have  little  space  left  in  this  paper  to  speak  of  circula- 
tion, the  last  of  the  enumerated  banking  functions.  It  is  a 
subject  of  much  less  importance  in  this  country  under  the 
provisions  of  the  National  Banking  Law,  than  it  was  before 
that  system  was  adopted.  Until  a recent  period,  banks  in 
this  country  issued  circulating  notes  on  their  own  credit 
mainly,  and  without  any  specific  security.  That  is  the  char- 
acter of  the  notes  still  issued  by  the  joint-stock  banks  and 
private  bankers  of  Great  Britain.  Repeated  bank  suspei  si3ns, 
and  suspensions  of  specie  payments  by  the  American  banks, 
as  a body,  led  in  several  of  the  States  to  the  adoption  of 
different  methods  of  security  and  protection  to  the  bill  holder. 
All  these  have  been  superseded  by  the  National  banking 
system,  under  which  there  are  no  longer  any  circulating  notes 
issued  by  the  banks,  or  on  their  credit.  National  bank  notes 
are  issued  by  the  Federal  Government  to  the  banks  and  on 
the  credit  of  the  Government.  This  is  a fact  which  is  con- 
stantly lost  sight  of  in  the  popular  war  upon  bank  circula- 
tion, and  eulogiums  of  the  greenbacks.  One  note  is  just  as 
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much  the  issue  of  the  Government  as  the  other.  All  the  dif- 
ferences between  them  are  to  the  advantage  of  the  so-called 
bank  note  as  circulating  money.  I leave  out  of  account  the 
question  of  legal  tender,  which  is  not  an  intrinsic  but  an 
arbitrary  quality.  The  greenback  is  issued  on  the  sole  credit 
of  the  Government,  without  any  specific  pledges,  and  with 
no  means  for  enforcing  its  payment.  The  bank  note  is 
issued  on  the  pledge  of  an  existing  specific  obligation  of  the 
Government,  created  in  exchange  for  values  received,  bearing 
interest,  and  payable  at  a stated  time.  It  is  taken  at  a large 
margin  below  both  its  face  and  its  market  value.  If  the  note 
is  not  promptly  redeemed,  the  security  is  sold  to  pay  it,  and 
if  that  proves  inadequate,  the  government  is  holden  for  the 
deficiency.  But  this  is  only  a small  part  of  the  security 
pledged  to  its  ultimate  payment.  All  the  assets  of  the  bank 
are  under  a prior  lien  to  the  government  to  protect  the  cir- 
culating notes,  and  the  stockholders  are  under  a personal 
liability  besides.  The  aggregate  volume  of  the  securities 
thus  specifically  pledged  is  several  times  greater  than  the 
amount  of  notes  issued,  and  the  unqualified  guaranty  of  the 
Federal  Government  lies  behind  them  all.  A more  perfect 
system  of  security  has  never  been  devised,  and  it  has  made 
the  circulation  used  by  the  National  banks  of  the  United 
States  absolutely  impregnable.  When  a circulation  of  notes 
is  thus  obtained  by  the  banks,  the  old  rules  which  prudent 
bankers  had  laid  down  for  the  management  of  the  circula- 
tion are  not  strictly  applicable.  This  is  especially  true, 
since,  by  the  same  act  which  regulates  the  issue  of  the  notes, 
a reserve  is  required  to  protect  them.  This  reserve  ( five  per 
cent,  deposited  in  the  Treasury  of  the  United  States)  is 
small,  and  whether  or  not  it  will  prove  sufficient,  cannot  be 
known  until  there  is  an  actual  redemption  of  the  circulating 
notes,  after  a resumption  of  specie  payments.  Till  that  time 
comes,  it  is  useless  to  lay  down  any  other  rule  than  the  broad 
one  which  requires  all  immediate  liabilities  { for  deposits  and 
circulation)  to  be  provided  for  by  a liberal  amount  of  cash 
in  hand — not  such  an  amount  only  as  may  be  required  by  law, 
but  such  as  the  experience  of  prudent  bankers  shows  to  be 
necessary,  to  work  the  business  smoothly  without  any  strain 
upon  resources,  and  without  any  serious  interruption  or  impair- 
ing of  the  great  primal  function  of  lending. 
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THE  STATISTICS  OF  OUR  BANKING  SYSTEM. 

The  Comptroller  of  the  Currency  has  prepared  the  draft 
of  a bill  to  provide  for  the  publication  of  bank  statistics 
throughout  the  United  States.  A copy  of  this  important  Act 
appears  on  page  894  of  this  issue.  It  has  been  sent  to  all 
the  State  Legislatures,  with  the  recommendation  that  it  shall 
be  adopted  with  as  few  amendments  as  possible.  Its  pur- 
poses are  first  to  obtain  statistical  reports  of  banks,  savings 
institutions  and  trust  companies  organized  under  State  laws, 
and  secondly  to  provide  that  these  reports  shall  be  made  up 
at  the  same  time  and  in  the  same  form  throughout  the  whole 
country.  As  will  be  seen,  the  intention  is  to  have  these 
reports  prepared  four  times  a year;  they  are  to  be  collected 
by  the  Auditor  of  the  State,  or  by  some  other  State  officer, 
and  are  to  be  summarized  and  their  aggregates  collected 
under  proper  heads,  so  as  to  be  in  suitable  form  for  pre- 
sentation to  the  Legislature,  and  for  distribution  to  the  public. 
The  men  whose  business  requires  them  to  watch  the  develop- 
ments of  our  banking  system,  have  frequent  occasion  to  com- 
plain that  while  in  the  National  Banking  System  the  statis- 
tics are  frequently  published  and  can  be  easily  compared, 
there  is  a very  large  part  of  our  banking  machinery  of 
which  the  statistics  are  extremely  imperfect  and  uncertain.  It 
is  one  of  the  peculiar  merits  of  Mr.  Knox  and  of  his  admin- 
istration of  the  currency  bureau,  that  he  has  for  several  years 
devoted  a great  amount  of  labor  to  the  compiling  of  the 
statistics  of  that  neglected  portion*  of  the  banking  statistics 
of  this  country.  The  bill  before  us  is  intended  to  facilitate 
this  part  of  the  Comptroller’s  labors,  and  to  make  their  result 
more  complete  and  more  practically  useful  to  the  banking 
and  commercial  public,  as  well  as  to  our  legislators  and  to 
the  students  of  economic  and  fiscal  science.  The  new  legis- 
lation which  Mr.  Knox  recommends  is  both  judicious  and 
conservative.  It  does  not  contemplate  any  interference  with 
the  business  of  the  banks  or  with  the  management  of  their 
officers ; all  that  it  aims  at  is  to  enable  the  Comptroller  to 
obey  more  completely  and  efficiently  the  law  of  Congress, 
which  requires  him  to  publish  as  full  statistics  as  possible 
of  the  State  banks,  private  banks,  savings  institutions  and 
trust  companies,  as  well  as  of  the  National  banks,  which  are 
more  specially  under  his  supervision. 

For  more  than  forty  years,  attempts  have  been  made  in 
and  out  of  Congress  to  secure  as  full  reports  as  possible 
of  those  changes  and  movements  of  our  banking  system 
which  admit  of  comparative  statements  in  tabular  form.  The 
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law  to  which  we  have  referred  above  was'  passed  by  Con- 
gress February  19th,  1873,  and  it  is  embodied  in  Section  333 
of  the  Revised  Statutes.  Under  this  Section,  the  Comp- 
troller of  the  Currency  has  to  report  every  year  to  Con- 
gress, “ under  appropriate  heads,  the  resources,  liabilities, 
and  condition  of  the  banks,  banking  companies,  and  savings 
banks  organized  under  the  laws  of  the  several  States  and 
Territories.”  In  conformity  with  this  law,  the  reports  of  the 
Comptroller  have  contained,  during  the  last  three  or  four 
years,  very  elaborate  and  useful  summaries  of  statistical  facts 
pertaining  to  our  banks.  Complaints  have  been  made  that 
these  statistics  are  much  less  full  and  detailed  than  those 
of  the  National  Bank  System.  But  when  we  remember  the 
obstacles  which  had  to  be  surmounted  in  the  compilations  of 
these  new  statistical  statements,  we  shall  rather  be  surprised 
that  they  are  not  more  meagre  and  incomplete.  Among 
other  difficulties  there  is  the  fact  that  in  several  of  the 
States  no  uniform  reports  of  the  bank  movements  are 
required  by  law,  while  in  other  States  the  reports  are 
imperfect  and  irregular  as  to  the  time  of  their  compilation. 
When  the  Comptroller’s  new  legislation  has  been  adopted  by 
the  various  States,  most  of  these  difficulties  will  disappear, 
and  we  shall  be  able  to  shed  the  full  light  of  publicity 
upon  our  banking  system,  with  all  its  salutary  results. 

On  examination  of  the  bill,  it  will  be  easy  to  see  that  the 
objections  urged  against  it  are  of  comparatively  minor 
importance.  One  of  these  reasons  is,  that  Congress  ought 
not  to  interfere  with  the  business  of  banks.  But  the  law 
in  question,  if  properly  understood,  is  not  amenable  to  this 
charge,- as  it  does  not  authorize  Congress  to  interfere  directly 
or  indirectly  with  the  banks  or  with  the  financial  machinery 
of  the  country.  The  law  when  passed  will  be  a State  law ; 
it  will  be  carried  into  effect  by  State  officials ; the  reports  it 
authorizes  will  be  transmitted  to  the  State  Legislature,  and 
these  reports  will  only  reach  the  Comptroller  of  the  Cur- 
rency when  they  have  first  been  given  to  the  public.  Another 
objection  is,  that  all  interference  with  the  banking  business 
by  Legislatures  and  other  Government  functionaries  is  an 
evil  and  must  be  opposed.  Without  discussing  this  question, 
on  which  there  is  room  for  the  widest  diversity  of  opinion, 
we  may  simply  state  that  the  bill  cannot,  by  its  terms,  give 
rise  to  any  interference  with  the  legitimate  freedom  of 
banking.  The  indispensable  need  of  publicity  in  regard  to 
reports  of  banking  statistics  has  been  too  long  established 
and  recognized  to  be  misunderstood  at  this  late  day.  This 
principle  is  of  vital  importance  to  every  sound  system  of 
banking,  and  so  futile  an  objection  to  it  is  unworthy  of 
serious  attention.  In  the  legislation  of  the  most  prosperous 
commercial  nations,  the  rule  is  fully  established  by  experience 
and  long  practice,  that  the  fullest  light  of  publicity  should 
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be  shed  upon  all  the  movements  of  the  banks.  In  England, 
France,  Italy,  Sweden,  Germany  and  other  European  countries, 
the  reports  of  the  banking  institutions  have  received  of  late 
years  a rapid  development,  and  they  are  now  more  useful 
and  complete,  and  are  also  more  carefully  watched  by  the 
mercantile  and  financial  community  than  ever  before.  It  is 
much  to  be  desired  that  the  Comptroller  of  the  Currency 
may  succeed  in  his  endeavor  to  give  more  unity  and  com- 
plete practical  utility  to  the  bank  statistics  of  this  country. 


MR.  COWDIN  ON  BANK  TAXATION. 

One  of  the  most  convincing  arguments  in  favor  of  the 
policy  of  relieving  the  banking  business  from  oppressive 
taxation,  was  offered  by  the  Hon.  Elliot  C.  Cowdin  in  the 
Assembly  Chamber  at  Albany,  on  the  nth  April.  Two 
principal  reasons  were  given  for  lessening  the  pressure  of 
bank  taxation.  First,  that  the  diminution  was  an  act  of  jus- 
tice, and  secondly  that  it  was  an  act  of  expediency.  As  to 
the  justice  of  the  case  Mr.  Cowdin  showed  that  the  tax  on 
the  capital  of  the  banking  business  is  greater  than  on  the 
capital  invested  in  any  other  business  in  the  country.  We 
have  so  frequently  expounded  these  facts,  and  they  are  so 
generally  understood  by  our  readers  that  we  are  compelled 
to  omit  Mr.  Cowdin’s  clear  and  elaborate  demonstration  of 
the  justice  of  setting  bank  shares  on  the  same  level  of  tax 
assessment  with  other  capital.  In  asking  for  relief  from 
fiscal  burdens,  our  banks  do  not  desire  to  escape  any  por- 
tion of  their  fair  share  of  taxation.  They  simply  ask  as  Mr. 
Cowdin  reiterates  that  bank  shares  shall  be  assessed  at  no 
higher  rate  than  other  capital. 

With  regard  to  the  expediency  of  the  reform  of  bank  tax- 
ation Mr.  Cowdin  showed  that  if  the  severe  burdens  under 
which  our  banks  are  now  struggling  are  to  be  continued 
serious  results  will  follow.  There  will  be  a violent  and  dis- 
astrous contraction  of  banking  facilities,  as  is  proved  by  the 
fact  that  many  of  our  banks  are  now  greatly  reducing  their 
capital,  and  that  others  will  be  forced  to  do  the  same  thing. 
Thus  the  capitalists  engaged  in  banking  will  be  led  to  give 
up  their  charters  and  invest  their  capital  in  business  on 
which  the  governrhent  lays  a lighter  hand  ; while  that  class 
of  stockholders  who  reside  outside  of  the  State  of  New  York 
may  find  it  to  their  interest  to  withdraw  their  funds  to 
localities  where  the  exactions  are  less  severe  and  exorbitant. 
Mr.  Cowdin  continues  this  branch  of  his  argument  as  fol- 
lows. 

“In  consequence  of  these  oppressive  taxes  the  bank  capital 
in  the  City  of  New  York  alone  has  been  reduced,  and  is 
in  process  of  reduction,  to  the  amount  of  about  $22,000,000. 
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The  reduced  value  of  bank  shares  in  the  city,  mainly  caused 
by  excessive  taxation,  amounts  to  nearly  $10,000,000.  The 
effect  upon  the  city  assessment  rolls  is  obvious.  It  strikes 
from  them  $32,000,000.  Can  the  tax-payers  of  the  city,  who 
are  not  owners  of  bank  stock,  but  who  are  now  struggling 
under  the  weight  of  a city  debt  of  $ 150,000,000,  afford  this 
reduction  ? Are  the  tax-payers  in  other  parts  of  the  State 
ready  to  make  up  this  deficiency?  Are  the  farmers  prepared 
to  do  their  share  of  it  ? Are  the  manufacturers  and  mechan- 
ics willing  to  come  to  the  rescue  ? ♦ ♦ ♦ The  policy  of 

severe  and  unequal  taxation  inflicted  upon  the  banks  of  this 
State  opens  the  door  for  capitalists  from  other  States  and 
countries  to  transact  this  business  in  modes  which  entirely 
escape  taxation  here.  The  banks  of  rival  cities  have  estab- 
lished agencies  among  us ; but  having  no  property  here, 
they  evade  the  tax  gatherer,  for  their  business  does  not 
come  within  the  law.  Foreigners  are  now  doing  the  same 
thing  on  a large  scale.  Four  Canadian  Banks  alone,  with  an 
aggregate  capital  of  $33,000,000,  have  agencies  in  the  city  of 
New  York,  who  do  a large  proportion  of  the  commercial 
business,  and  having  none  of  their  capital  actually  in  the 
city  they  avoid  taxation.  Is  it  wise  to  drive  out  of  the 
State  by  unjust  rates  of  taxation  our  own  native  banking 
capital,  which  is  willing  to  pay  fair  and  even  liberal  rates, 
and  to  supply  its  place  with  foreign  capital  that  pays  no 
tax  at  all,  and  is  in  no  wise  identified  with  the  welfare  of 
our  great  commercial  and  industrial  interests  ? Take,  by  way 
of  illustration,  the  case  of  a few  of  our  leading  banks.  The 
National  Bank  of  Commerce  of  New  York,  with  a capital 
stock  paid  in  of  $ 10,000,000,  paid,  in  1876,  National,  State, 
and  local  taxes  amounting  to  $407,892  90,  . equal  to  $1,333 
for  every  working  day  in  the  year.  The  American  Exchange 
National  Bank,  New  York,  with  a capital  stock  paid  in  of 
$5,000,000,  last  year  paid  a total  tax  of  $227,203  99,  or  $742 
per  day.  The  Metropolitan  National  Bank,  New  York,  with 
a capital  stock  paid  in  of  $4,000,000,  paid  last  year  taxes 
amounting  to  $202,197  30,  or  $660  per  day.  The  smaller 
banks  bear  even  a greater  burden  in  proportion  to  their 
strength.  The  First  National  Bank  of  Troy,  with  a capital 
stock  paid  in  of  $300,000,  last  year  paid  National,  State,  and 
city  taxes  amounting  to  $ 16,058  56,  leaving  a net  profit  for 
the  stockholders  of  only  $9,71444 — thus  compelling  the  bank 
to  draw  $ 14,285  56  on  previous  earnings  to  pay  its  dividends. 
And  I have  the  best  authority  for  stating  that  at  least  two- 
thirds  of  the  banks  in  the  City  of  New  York  did  not  earn 
the  dividends  which  last  year  they  were  compelled  by  the 
poverty  and  importunity  of  the  shareholders  to  pay,  but  drew 
the  deficiency  from  their  reserves.  * * * In  view  of  these 
facts,  Mr.  Speaker,  need  I add  that  the  struggle  is  one  for 
existence  ? At  such  a crisis,  how  is  it  possible  for  banks  to 
stand  a rate  of  taxation  running  up  to  5^^,  6,  and  even 
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per  cent.,  whose  chief  vocation  in  even  prosperous  times  is 
to  loan  money  at  a rate  limited  by  law  to  seven  per  cent, 
per  annum  ? The  simple  question  is  whether  this  Legislature 
will  allow  the  banks  of  the  State,  by  means  of  unjust  and 
oppressive  laws,  to  be  taxed  out  of  existence  ? What,  then, 
are  some  of  the  remedies  for  the  evils  I have  depicted  ? 
They  lie  partly  in  legislation  and  partly  in  the  courts.  Some 
of  the  remedies  must  be  sought  in  Congress  and  in  the 
Federal  courts.  With  these  we  have  no  concern  now.  We 
are  dealing  only  with  our  own  State  authorities.'’ 

The  bill  of  Mr.  Cowdin  for  relieving  the  banks  from  tax- 
ation has  been  amended  so  as  to  exempt  from  the  assess- 
ment the  twenty  per  cent,  surplus  required  to  be  held  by 
National  banks.  The  ground  of  the  exemption  is  explained 
in  our  article  on  the  decision  of  the  U.  S.  Supreme  Court 
on  bank  taxation  in  another  part  of  this  number  of  the 
Banker’s  Magazine.  We  need  therefore  only  to  say  here 
that  as  the  State  banks  are  not  compelled  by  law  to  keep  a 
surplus,  while  the  National  banks  are  so  compelled,  it  was 
contended  that  there  was  an  incongruity  and  a manifest 
injustice,  if,  while  Congress  compelled  the  National  banks 
by  statute  to  keep  a twenty  per  cent,  surplus,  the  State 
Government  should  fine  the  banks  for  doing  this,  and  should 
impose  a heavy  tax  upon  the  surplus  so  created  in  obedience 
to  the  law  of  Congress. 


WALTER  BAGEHOT,  THE  ENGLISH  ECONOMIST. 

Political  economy  has  lost  one  of  its  leading  expositors, 
and  practical  finance  one  of  its  most  luminous  and  successful 
teachers,  by  the  death  of  the  editor  of  the  Economist^  Mr. 
Walter  Bagehot,  which  occurred  on  Saturday,  March  24th,  at 
his  residence  at  Langport,  after  two  or  three  days  illness,  and 
at  the  early  age  of  fifty-one.  Those  who  best  understood 
Mr.  Bagehot  and  his  work,  were  of  opinion  that  of  all  the 
English  economists  of  the  present  day,  there  was  no  man 
whose  gifts,  experience,  and  habits  of  thought  seemed  to 
point  him  out  as  more  likely  to  extend  to  the  bounds  of 
economic  and  financial  science,  and  to  clear  up  some  of  the 
difficult  and  dark  questions  which  have  not  yielded  to  pre- 
vious investigations.  Mr.  Bagehot’s  health  some  years  ago 
was  very  precarious,  but  his  numerous  labors  and  his  exten- 
sive literary  works,  have  more  recently  led  to  the  belief  that 
his  life  might  long  be  spared,  and  his  usefulness  augmented. 
The  news  of  his  sudden  death,  therefore,  was  a surprise  to 
great  numbers  of  his  friends,  both  in  England  and  on  the 
continent  of  Europe,  as  well  as  in  this  country,  where  he  was 
better  known  than  almost  any  other  European  writer  on 
finance.  We  propose  hereafter  to  give  an  extended  account 
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of  Mr.  Bagehot’s  last  work  on  political  economy,  only  a part 
of  which  has  yet  been  published.  That  part  consists  of  two 
essays,  intended  apparently  to  appear  in  the  early  chapters 
of  the  book  when  complete.  It  is  hinted  in  the  Economist^  of 
March  31st,  that  a considerable  portion,  if  not  the  whole  of 
this  last  work  of  Mr.  Bagehot’s  is  completed,  and  will  be 
published  posthumously.  Although  we  have  prepared  our 
examination  of  Mr.  Bagehot’s  theories,  we  shall  defer  their 
publication  till  our  next  volume,  hoping  to  hear,  meanwhile, 
some  confirmation  of  the  hints  given  in  the  Economist  in 
regard  to  the  publication  of  the  rest  of  the  work.  All  of  it 
that  has  yet  appeared,  is  contained  in  two  articles  published 
in  the  Fortnightly  Review.  They  profess  to  treat  of  the  “ post- 
ulates of  English  political  economy.”  The  first  article  treats 
of  labor,  and  the  second  of  capital ; and  both  the  articles  are 
devoted  to  the  task  of  proving  that  English  political  economy 
assumes  that  such  a political,  financial,  and  economic  condi- 
tion of  society  exists,  that  labor  and  capital  are  both  free  to 
move  into  or  out  of  the  various  channels  of  industrial  enter- 
prise, with  which  the  great  system  of  English  commerce  and 
trade  is  permeated,  just  as  the  human  body  is  filled  and 
traversed  by  the  network  of  the  circulatory  and  nervous 
systems. 

Mr.  Bagehot  will  probably  be  best  remembered  hereafter, 
by  the  least  original  and  elaborate  of  his  books,  Lombard 
Streets  We  are  not  sure  but  that  this  book  is  the  most  dis- 
tinguished for  its  practical  utility.  In  this  country  its  grow- 
ing popularity  indicates  the  verdict  which  is  likely  to  be 
passed  upon  the  work  by  posterity.  Had  Mr.  Bagehot’s  val- 
uable life  been  spared  to  have  undertaken  the  laborious  duty 
of  revising  and  enlarging  his  book  on  “ Lombard  Street^''  we 
can  easily  imagine  that  this  work  might  have  been  made  the 
most  popular  and  the  most  useful  introduction  to  the  study 
of  practical  finance,  which  has  ever  been  produced.  He  has 
left  this  work,  as ' well  as  others  which  were  undertaken  or 
projected  by  his  fertile  mind,  to  be  completed  by  his  suc- 
cessors. With  regard  to  the  Economist  newspaper,  Mr.  Bage- 
hot’s influence  has  been  so  peculiar,  and  so  completely  iden- 
tified with  him  as  a man,  that  it  will  be  difficult  for  any  of 
his  lieutenants  to  take  their  leader’s  place.  There  are  those 
among  the  American  admirers  of  Mr.  George  J.  Goschen,  who 
imagine  that  they  can  see  his  hand  in  some  of  the  late 
editorials  on  the  money  market,  in  the  Economist.  If  this  sup- 
position should  prove  correct,  the  readers  of  the  Economist 
may  felicitate  themselves  on  the  acquisition  ; for  Mr.  Goschen 
has  long  been  regarded  as  one  of  the  shrewdest,  and  surest 
observers  of  English  monetary  movements.  At  several  critical 
conjunctures,  Mr.  Goschen  is  said  to  have  contributed  to  the 
columns  of  the  Economist ^ directly  or  indirectly,  much  valuable 
information,  which  gave  prestige  and  influence  to  that  journal 
in  its  earlier  days,  when  it  was  much  less  firmly  established 
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than  now.  Some  of  our  daily  journals  have  expressed  sur- 
prise that  the  London  newspapers  had  so  little  to  say  about 
Mr.  Bagehot,  and  devoted  no  more  than  a few  lines  to  the 
obscure  announcement  of  his  death.  It  is  certainly  a little 
discouraging  to  those  who  cultivate  with  success  the  science 
of  which  Mr.  Bagehot  was  so  great  a master,  that  his  death 
was  not  deemed  worthy  of  more  notice  by  the  dispensers  of 
newspaper  fame  and  honor  in  England.  But  it  is  only  fair  to 
state  that  Mr.  Bagehot  was  never  distinguished  as  a popular 
orator,  and  that  he  was  singularly  devoid  of  those  arts  which 
give  power  to  demagogues.  From  some  defects  of  manner  or 
of  ability,  he  signally  failed  whenever  his  ambition  led  him 
towards  a Parliamentary  career.  His  real  work  was  done  in 
those  obscure  currents  of  thought  and  of  life  in  England 
where  fame  and  gain  are  seldom  won,  except  posthumously, 
by  those  who  achieve  the  highest  success.  Another  reason 
why  Mr.  Bagehot  was  not  made  more  of,  may  be  that  his 
work,  though  well  done  as  far  as  it  goes,  is  but  a fragment, 
and  has  been  well  compared  to  the  shaft  of  a pillar  whose 
base  represents  exquisite  proportions,  accomplished  skill,  and 
suggestive  promise,  but  which  is  broken  off  short,  and  only 
raises  expectations  to  disappoint  and  baffle  them.  Mr.  Bage- 
hot was  one  of  the  body  of  distinguished  men  of  science 
who  were  graduates  of  the  University  of  London.  A few 
years  ago  he  was  appointed  examiner  of  the  University,  in 
Political  Economy.  And  later,  Mr.  Fawcett  was  appointed  as 
his  coadjutor.  How  far  Mr.  BagehoPs  influence  has  extended 
in  giving  a practical  turn  to  the  progress  of  political  econ- 
omy, and  in  imparting  a stimulus  to  its  thorough  study 
among  the  students  of  the  University,  we  must  leave  the 
future  to  determine. 


THE  REVIVAL  OF  COMMERCIAL  ACTIVITY. 

The  anticipations  which  have  been  indulged  as  to  the 
early  termination  of  the  severe  commercial  distress  which 
has  prevailed  for  several  years  past,  have  been  so  frequently 
disappointed,  that  it  is  natural  to  feel  some  hesitation  in 
predicting  an  early  change  for  the  better.  Still  there  does 
seem  to  be  more  prospect  of  a revival  of  business.  Such 
indications  are,  however,  deceptive.  In  the  early  months  of 
1874  there  seemed  to  be  some  evidence  that  the  panic 
would  not  extend  its  ravages,  but  that  a speedy  recovery 
of  financial  elasticity  would  bring  about  renewed  prosperity. 
In  1875-76  similar  hopeful  indications  were  renewed  again 
and  again ; but  the  evidence  was  mistaken,  and  with  each 
year  the  commercial  depression  has  certainly  extended  its 
ravages  over  a wider  area,  if  it  has  not  increased  its  severity 
in  any  given  locality.  Modern  commerce  and  industrial 
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enterprise  have  become  so  vast  and  so  multifarious,  that 
they  can  only  be  dealt  with  accurately  by  being  distinguished 
into  groups  and  classes.  In  comparing  the  commercial  move- 
ments of  the  time  in  which  we  live  with  those  of  forty  or 
fifty  years  ago,  one  of  the  first  financial  changes  we  observe 
is  the  swiftness  which  railroads,  telegraphs,  and  banking 
facilities  have  imparted  to  the  movements  of  commerce  and 
trade.  It  is  almost  impossible  to  estimate  the  saving  of 
time,  labor  and  capital  which  the  swiftness  of  locomotion  and 
of  telegraphic  communication  are  daily  effecting  in  this 
country  and  in  Europe.  The  second  change  of  importance 
is  the  increase  in  the  supplies  of  the  precious  metals.  Forty 
years  ago  there  were  a series  of  indications  overspreading 
most  of  the  commercial  countries  of  the  world,  and  showing 
that  the  monetary  supplies  of  the  world  were  too  narrow 
and  contracted.  After  the  gold  supplies  of  California  and 
Australia  began  to  pour  themselves  into  the  monetary  chan- 
nels of  Europe  and  of  this  country  these  indications  and  the 
commercial  disasters  they  brought  on  gradually  passed  away, 
and  a period  of  industrial  activity  and  material  growth  began, 
which  has  no  precedent  in  the  previous  history  of  the  com- 
merce of  the  world.  The  third  change  peculiar  to  this  age, 
is  the  increase  in  the  deposits  of  the  banks  and  in  the  float- 
ing and  fixed  capital  which  are  at  work  in  the  industrial  and 
financial  machinery  of  business.  If  we  sum  up  the  aggre- 
gates of  the  values  dealt  in  at  the  various  bourses  and  stock 
exchanges  of  London,  Paris,  Berlin,  Vienna,  New  York,  and 
other  financial  centres  in  the  old  world  and  in  the  new,  we 
shall  see  a vast  increase,  both  in  the  Government  bonds  and 
in  the  corporate  securities,  of  which  the  amount  has  now 
reached  such  a vast  magnitude. 

Turning  to  the  more  private  aspects  of  society,  we  find  the 
same  growth  of  wealth  manifesting  itself  among  all  classes  by 
greater  luxury  and  prodigality  of  domestic  expenditure,  and 
among  the  more  opulent  classes,  especially  in  Europe,  by  the 
acquisition  of  solid  fortunes  invested  in  lands,  houses,  mort- 
gages, Government  and  other  securities,  as  well  as  in  busi- 
ness. In  England  the  number  of  such  large  fortunes  is 
greater,  perhaps,  than  in  any  other  European  nation,  though 
they  are  also  numerous  in  Holland,  France,  Germany,  Austria, 
Italy,  Russia,  and  Spain.  As  has  been  said,  there  have  been 
during  the  last  forty  years  a number  of  severe  commercial 
crises,  during  which  the  commerce  of  the  chief  countries  of 
Christendom  was  much  depressed.  The  five  years  ending 
with  1842  were  full  of  distress  and  suffering,  which  was 
scarcely  relieved  until  the  gold  discoveries  of  1848  and  1850. 
The  first  effect  of  those  discoveries  was  to  stimulate  rail- 
road and  other  investments  to  an  enormous  degree.  Scarcely 
had  the  depression  which  followed  this  violent  expansion 
passed  off,  when  the  Crimean  war  broke  out,  and  gave  a 
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stimulus  to  inflated  credit  and  unsafe  enterprise.  The  panic 
of  1857  was  the  culmination  of  these  mischievous  forces,  and 
scarcely  had  it  passed  away  when  the  revulsion  of  i86i, 
caused  by  our  civil  war,  shook  the  manufacturing  enterprise 
of  Great  Britain  to  its  foundations,  but  afterwards  poured 
into  England  a flood  of  wealth  from  the  sale  in  India  and 
elsewhere  of  the  masses  of  cotton  goods  which  had  been  pro- 
duced in  1859  and  i860  at  cheaper  rates  than  had  been  ever 
known.  Immediately  afterwards,  France,  Germany,  and  Rus- 
sia began  to  build  railroads  more  rapidly  than  was  consistent 
with  the  stability  of  their  financial  system,  and  the  panic  of 
1866  was  the  natural  result.  The  three  following  years  were 
a period  of  gloomy  reaction  and  disquiet,  of  falling  prices, 
lessened  wages,  scarce  employment,  and  depression  of  com- 
mercial enterprise. 

From  the  middle  of  1870  to  almost  the  middle  of  1871, 
there  was  the  Franco-German  war.  Then  came  peace — the 
indemnity  of  $ 1,100,000,000  paid  to  Germany,  and  the 
schemes  of  vast  and  rapid  expenditure  occasioned  in  that 
country  by  the  sudden  acquirement  of  so  much  riches.  Two 
or  three  years  previously  Austria  and  Hungary  had  become 
one  nation,  and  had  entered  upon  a free  and  constitutional 
life.  Italy  had  become  unified,  and  all  over  Germany  there 
had  been  a removal  of  the  obsolete  and  autocratic  impedi- 
ments to  labor  and  skill.  The  Suez  Canal  was  opened  at  the 
end  of  1869.  Telegraphs  were  being  carried  to  the  farthest 
parts  of  the  commercial  world  ; and  by  successive  inventions 
steam  vessels  had  been  brought  to  a point  of  economy  which 
gave  them  the  command  of  the  longest  voyages.  But  besides 
all  these  influences — nearly  all  of  them  in  their  spheres  and 
degrees  revolutionary — we  have,  in  this  country,  since  1867, 
built  railroads  at  a pace  never  before  reached  ; and  not  only 
railroads,  but  canals,  docks,  wharves,  warehouses,  and  every 
sort  of  fixed  investment  directed  to  the  extension  of  business, 
commerce,  and  manufactures.  In  Europe  there  had  been, 
since  about  1862,  the  regular  appearance  as  large  borrowers 
of  a group  of  half-barbarous  States  never  before  heard  of  in 
the  money  market.  Turkey,  Egypt,  Honduras,  Peru,  Rou- 
mania,  Venezuela,  and  the  whole  tribe  of  South  American 
settlements  obtained  year  by  year  tens  of  millions  sterling. 

As  the  war  of  1870-1,  deranged  business  and  stopped  nearly 
all  productive  labor  and  enterprise  in  France  and  Germany 
and  in  no  small  part  of  Europe,  the  fortunate  persons  who 
happened  to  be  in  possession  of  the  means  of  supply — notably 
the  owners  of  coal  mines  and  ironworks — made  almost  fabu- 
lous profits.  In  England  and  elsewhere,  nothing  was  talked 
of  but  colossal  fortunes  made  in  a few  months,  and  an  advance 
of  wages  and  prices  beyond  all  example.  The  whole  indus- 
trial and  commercial  machine  was  being  driven  with  a veloc- 
ity and  subjected  to  twists  and  alterations  it  could  not  long 
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endure.  A pause  came  in  the  summer  of  1873.  The  Jay 
Cooke  panic,  in  September  of  that  year,  told  very  plainly 
that  the  tension  had  become  insupportable,  that  floating  cap- 
ital was  exhausted  for  a time,  and  that  cost  of  production 
had  destroyed  consumption.  Exactly  the  same  phenomena 
repeated  themselves  in  Germany,  Austria,  Russia,  Holland, 
and  Belgium.  In  all  these  countries  since  the  autumn  of 
1873,  there  has  been  a process  of  relapse  and  retreat  from  a 
state  of  things  in  which  expenditure  of  all  kinds  had  outrun 
first,  income,  and  then  floating  capital  ; in  which  wages  had 
long  exceeded  the  intrinsic  value  of  the  work  performed  in 
exchange  for  them  ; and  in  which  the  market  prices  of  secur- 
ities had  been  raised  excessively,  by  a belief  in  future  profits 
very  far  larger  than  the  community  could  furnish  or  afford. 

The  case  of  Central  Europe  is  in  effect  our  own.  The  six 
years,  1867-73,  included,  as  regards  commerce  and  manufac- 
tures, a greater  number  of  events  and  changes,  each  of  them 
more  or  less  revolutionary,  than  any  preceding  period  of  the 
same  length — events  and  changes,  too,  which  affected  a greater 
number  of  countries  and  regions.  Considering  the  profound 
character  of  the  disturbing  causes,  the  wonder  is  that  the 
reaction  has  not  been  even  more  disastrous  than  it  has  been 
and  is  ; and  it  is  precisely  the  amplitude  of  the  arresting  and 
compensating  forces,  now  at  the  command  of  industry  and 
commerce,  which  affords  the  best  reason  for  believing  that 
recovery  is  certain,  and  perhaps  not  distant. 

From  the  retrospect  of  these  periods  of  commercial  distress, 
two  conclusions  are  to  be  drawn.  The  first  is,  that  a period 
of  commercial  distress  means,  in  economic  language,  a period 
during  which  the  cost  of  production  of  a large  class  of 
important  articles  is  reduced  from  a high  range  attained  dur- 
ing a preceding  time  of  excited  prosperity,  to  a range  low 
enough  to  enlarge  the  area  of  consumption,  and  thus  tempt 
the  investment  of  capital  by  the  force  of  cheapness.  Secondly, 
it  means  a period  during  which  an  excessive  production  of 
some  groups  of  leading  commodities — e,  g.^  cotton,  iron, 
woolens,  imported  goods  — is  abated,  and  brought  down  to 
the  compass  of  a demand  founded  on  cash  or  short  credit — 
that  is  to  say,  of  a demand  naturally  arising  from  the  expen- 
diture of  the  income  of  the  year.  In  every  known  instance 
these  two  chief  conclusions  have  been  affected  by  some  train 
of  special  circumstances— ^s  in  1848-9,  by  the  revolutions  in 
Europe,  and  as  in  1861-2,  by  our  own  Civil  War.  And 
in  every  period  of  commercial  distress,  when  the  misfortune 
of  one  or  two  bad  harvests  has  materially  raised  the  cost  of 
living  to  the  working  classes — that  is,  to  three-fourths  of  the 
population — the  process  of  recovery  has  been  rendered  slower 
and  more  difficult. 

If  we  apply  these  rules  to  the  prosperous  years  1871-3, 
they  will  enable  us  to  understand  a good  deal  of  what  has 
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since  happened.  The  present  distress  more  than  any  of  its 
predecessors  is,  first,  a reaction  from  high  prices — that  is  to 
say,  from  excessive  cost  of  production  ; and,  in  a less  degree, 
a reaction  from  excessive  demand  occasioned  by  the  undue 
conversion  in  several  quarters  of  the  world,  and  especially  in 
this  country,  of  floating  into  fixed  capital ; a conversion  the 
same  in  its  immediate  effects  on  markets,  as  the  expenditure 
of  borrowed  money  in  war,  but  different  in  its  remote  effects, 
inasmuch  as  war  leaves  behind  it  no  creations  of  fixed  capi- 
tal contributing  to  the  progress  of  wealth. 

In  1871-3  the  cost  of  production  was  not  only  carried  rap- 
idly to  a high  point  by  the  rise  in  wages,  in  the  price  of 
materials,  and  in  the  rate  of  profit,  but,  in  a still  more 
marked  degree,  by  a serious  and  almost  universal  decline  in 
the  quantity  and  quality  of  the  labor  given  in  exchange  for 
the  higher  wages.  Upon  this  point  the  testimony  is  decisive. 
The  engineers’  strike  in  England,  in  September,  1871,  estab- 
lished in  nearly  all  the  iron  industries  a diminution  of  ten 
per  cent.  { nine  hours  instead  of  ten ) in  the  working  day — a 
measure,  simple  as  it  reads,  but  in  reality  a revolution  ; for 
it  must  be  remembered  that  this  limitation  of  manual  force 
implied  an  infinitely  greater  limitation  of  the  mechanical 
forces  of  production.  The  productive  results  of  all  capital 
expended  in  factories,  mines,  steam-engines,  forges,  mills,  and 
in  every  mechanical  and  engineering  contrivance  for  promot- 
ing expedition  and  cheapness,  were  at  once  cut  down  by  a 
tenth.  If  a Draconian  decree  could  be  supposed  under  which  * 
the  rents  of  all  the  house  property  in  the  country  were  cut 
down  suddenly,  by  ten  per  cent.,  or,  what  would  be  the  same 
thing,  under  which  rent  for  only  forty-six  weeks  became 
recoverable  for  fifty-two  weeks’  occupation,  the  loss  inflicted 
on  landlords  would  enable  us  to  see  better  the  far  more 
serious  loss  entailed  upon  manufacturers  by  the  nine  hours’ 
limit.  We  say  the  far  more  serious  loss,  because  a machine 
or  a factory  deteriorates  much  faster  than  a house,  and  the 
wear  and  tear  has  to  be  met  out  of  a smaller  margin.  And 
hot  only  was  the  manual  and  mechanical  power  of  produc- 
tion lessened  by  one-tenth,  but  by  general  testimony  the 
quantity  and  quality  of  the  work  done  during  the  nine  hours 
were  in  turn  lessened  by  very  much  more  than  a tenth.  The 
demand  for  labor,  brought  into  the  workshop  men  of  inferior 
skill  and  character ; and,  where  piecework  did  not  apply  some 
remedy,  the  pace  of  production  was  reduced  to  the  capacity  of 
the  least  efficient  hands.  It  is  undoubtedly  true  that  it  was 
in  a great  measure  this  lessened  pace  of  production  in  1872-3 
which  caused  extensive  contracts  entered  into  in  1871-2  to 
result  in  heavy  losses  to  large  employers  of  labor  ; and  it  is 
precisely  because  there  is  even  yet  no  certain  evidence  that 
the  evil  has  been  overcome,  which  keeps  back  the  confidence 
of  both  consumers  and  producers. 
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Of  the  second  leading  cause  of  the  distress — namely,  the 
excessive  demand  for  commodities*  in  1871-3,  arising  from  the 
undue  conversion  in  this  country,  as  well  as  in  Germany, 
Russia,  and  England,  of  floating  into  fixed  capital — it  is  not 
necessary  to  speak  at  length.  The  prevalence  all  over  the 
world,  of  finance  and  credit  companies,  and  of  what  are 
called  syndicates  of  persons  possessing  more  or  less  credit 
and  money,  all  seeking  to  make  large  and  rapid  profits  by 
concessions  of,  and  contracts  for,  public  works  and  industrial 
enterprises,  contributed  in  a large  degree  to  foster  a reckless 
spirit  of  expenditure.  More  than  one  bankrupt  country,  for 
example,  got  its  loans  through  such  channels.  The  distress 
has  swept  away  the  finance  companies  and  syndicates  com- 
pletely— more  especially,  perhaps,  in  Austria,  Germany,  and 
in  this  country.  Telegraphs  and  the  Suez  Canal,  have  altered 
the  entire  complexion  of  the  India,  China,  and  more  distant 
trades.  The  English  failures  in  the  summer  of  1875  marked 
the  virtual  end,  as  between  producer  and  consumer,  of  the  race 
of  middlemen  who  existed  naturally  and  usefully  in  the  India 
business  in  the  days  of  six  months*  voyages  and  three  months’ 
advices.  But  such  a disruption  means  violent  changes  in  the 
distribution  of  capital,  many  dubious  experiments,  many  mis- 
takes, and  many  losses  and  failures ; and  this  is  the  dark 
picture  which  now  surrounds  us.  The  change,  however,  is 
essentially  a start  forward.  It  brings  producer  and  consumer 
nearer  together.  It  economises  time  and  risk.  It  puts  com- 
parative certainty  in  the  place  of  extreme  uncertainty  at  both 
ends  of  the  operation,  and  hence  it  contributes  to  widen  that 
which  is  the  only  true  basis  of  commerce — namely,  cheapness, 
expedition,  and  the  rapid  circulation  of  capital.  In  this 
country  we  fear  that  we  are  by  no  means  at  the  end  of  the 
evil,  although  a temporary  improvement  has  doubtless  beg^n, 
which  is  destined  we  trust  to  work  permanent  good  in  the 
productive  development  of  the  United  States. 

“ In  England,”  says  the  Pall  Mall  Gazette  (from  which  we 
have  borrowed  many  of  the  foregoing  facts  and  illustrations)^ 
‘‘the  three  years  of  distress  have  cured  effectually  the  undue 
conversion  of  floating  into  fixed  capital.  They  have  purged 
away  most  of  the  abuses  and  excesses  of  credit ; but  they 
have  not  yet  brought  down  the  cost  of  production  to  a point 
which  tempts  capital  by  reason  of  cheapness  to  rely  upon 
the  prompt  and  effectual  response  of  consumption.  Still, 
rapid  progress  is  being  made  in  that  direction.  The  losses 
of  manufacturers,  merchants,  dealers,  and  tradespeople  have 
become  so  general,  and  the  lessened  dividends  upon  all  capi- 
tal invested  in  joint  stock  companies  have  so  seriously 
impaired  large  classes  of  incomes,  that  the  process  of  correc- 
tion is  now  at  work  with  accelerated  force.” 
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REPORT  OF  THE  GERMAN  IMPERIAL  BANK. 

The  report  of  the  German  Imperial  Bank  for  last  year  was 
presented  recently  to  the  general  meeting  of  the  share- 
holders. It  will  be  regarded  with  some  interest  in  conse- 
quence of  its  containing  the  results  of  the  first  year's  business 
since  its  constitution  was  changed  by  its  conversion  from  the 
"‘Bank  of  Prussia"  to  the  “Bank  of  the  German  Empire." 
The  volume  of  the  business  of  the  bank  has  increased  very 
notably.  The  total  sum  of  the  current  account  at  the  branch 
offices  are  reported  at  ^4,000,000,000.  Although  the  expense 
of  extending  the  operations  of  the  bank  and  opening  new 
offices  has  been  considerable,  still  the  dividend  earned  upon 
the  large  capital  of  the  institution  is  per  cent,  for  the 
year.  The  total  transactions  amounted  to  $9,171,207,650. 
This  is  a considerable  increase  over  the  total  reported  by  the 
Prussian  bank  in  1875,  which  amounted  to  $4,364,516,750.  In 
these  and  the  other  sums  of  this  report  we  estimate  four 
marks  to  the  dollar.  The  rate  of  discount  reported  by  the 
bank  was  five  per  cent,  at  the  beginning  of  the  year,  advanc- 
ing to  6 per.  cent,  on  the  3rd  of  January,  and  receding  to  5 
per  cent,  on  the  19th  January,  to  4 per  cent,  on  the  4th 
February,  and  3^^  per  cent,  on  the  i8th  May.  It  was  raised 
on  the  nth  July  to  4 per  cent.,  and  on  the  25th  October  to 
per  cent.  The  average  rate  of  discount  for  the  year  is 
4.16  per  cent.  The  capital  of  the  bank  is  120  millions  of 
marks  or  $30,000,000,  and  is  divided  into  shares  of  3,000 
marks  each.  These  shares  are  owned  by  1,374  foreigners  who 
possess  10,967  shares  ; and  by  6,803  German  citizens  who  own 
^9»o33  shares.  To  the  164  old  branches  of  the  Prussian  bank, 
43  new  ones  have  been  added  during  the  year,  so  that  the 
total  branches  of  the  German  Imperial  bank  are  now  207.  In 
13  towns  and  cities  sites  were  purchased  for  the  bank  and 
suitable  offices  are  being  built.  The  total  business  of  the 
year  transacted  with  the  Empire  amounted  to  $263,625,000 
for  sums  received,  and  $254,250,000  for  sums  paid.  The 
gross  earnings  amounted  to  $5,000,000.  The  expenses  were 
$1,350,000  for  administration  service,  $425,000  for  the 
interest  on  deposits,  $ 25,197  for  the  printing  of  notes, 
$ 25,983  for  indemnification  to  banks  for  surrendering  their 
note  issues,  $466,437  paid  to  the  government  of  Prussia,  and 
to  indemnify  it  for  giving  up  its  part  of  the  whole  Prussian 
bank.  The  net  profits  were  thus  about  $ 2,562,500.  Out  of 
this  sum  per  cent,  were  paid  to  the  shareholders  as  a 
dividend.  Of  the  residue  20  per  cent,  was  put  in  the 
reserve  fund,  $244,261.  The  remaining  portion  of  the  aggre- 
gate net  earnings  amount  to  $ 1,350,000,  half  of  which  will  go 
into  the  Imperial  Exchequer,  while  the  other  half  will  be 
divided  amongst  the  shareholders.  On  the  whole  the  report 
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of  the  bank  seems  to  indicate  that  the  increased  capital,  and 
the  new  constitution  of  the  bank,  have  given  a new  impulse 
to  its  business,  and  that  its  prospect  for  the  future  are  better 
than  was  in  many  well  informed  quarters  supposed. 


THE  NEW  ASSISTANT  SECRETARY  OF  THE 
TREASURY. 

The  appointment  has  been  announced  of  the  Hon.  Richard 
C.  McCormick  as  Assistant  Secretary  of  the  Treasury.  For 
several  reasons  it  has  seemed  desirable  to  have  in  the  Treas- 
ury, in  a responsible  position,  a man  who  had  acquired  prac- 
tical experience  in  finance  and  banking,  as  well  as  in  the 
duties  and  exigencies  of  a political  career.  We  presume  Mr. 
McCormick  owes  his  appointment  in  no  small  degree  to  the 
fact  that  better  than  almost  any  other  available  man,  he  ful- 
fills these  requirements.  Unlike  his  recent  predecessors  in 
the  Treasury,  Mr.  McCormick  had  the*  advantage  of  a thorough 
business  training  in  early  life,  among  the  financial  responsi- 
bilities of  Wall  Street.  He  has  many  friends  in  this  City, 
where  much  of  his  life  has  been  passed,  and  where  his  father 
and  family  are  well-known.  In  the  intervals  of  business  he 
cultivated  his  literary  abilities,  and  during  the  Crimean  War 
he  visited  the  Orient  and  wrote  a series  of  foreign  letters 
which  were  published  here  and  were  afterwards  collected  in  a 
volume  which  enjoyed  some  popularity  in  England  as  well 
as  in  this  country.  At  the  outbreak  of  the  civil  war  he  went 
to  the  South  and  wrote  a series  of  letters  to  the  New  York 
Times y and  other  journals.  Returning  to  Washington,  he 
became  chief  clerk  in  the  Department  of  Agriculture,  and 
was  sent  in  1863,  as  Secretary  to  the  Territory  of  Arizona,  of 
which  he  was  appointed  Governor  in  1866.  Two  years 
later  he  went  to  Congress  as  Delegate  of  that  Territory,  and 
during  the  subsequent  six  years  he  gained  much  experience 
and  did  good  service,  though  his  unobtrusive  manners  pre- 
vented the  recognition  of  his  merits  except  by  a few  intimate 
friends  who  knew  him  best.  Throughout  his  life  Mr.  McCor- 
mick has  been  connected  with  various  philanthropic  and 
religious  organizations,  and  he  was  one  of  the  founders  of 
the  Young  Men’s  Christian  Association  of  this  City.  One  of 
his  more  recent  appointments  is  that  on  the  Centennial  Com- 
mission, of  which  he  was  an  efficient  and  laborious  member. 
Mr.  McCormick  enters  the  Treasury  of  the  United  States  at 
a critical  time  in  the  history  of  our  finances,  and  if  he  fulfills 
the  expectations  of  his  friends  he  will  be  able  to  render  sub- 
stantial help  in  carrying  out  the  policy  of  Mr.  Secretary 
Sherman,  and  in  piloting  the  ship  of  State  among  the  quick- 
sands and  breakers  which  may  menace  her  safety  in  approach- 
ing the  haven  of  specie  payments. 
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SAVINGS  BANKS  AND  THEIR  DEPOSITS. 

One  of  the  most  interesting  aspects  of  the  industrial  and 
financial  growth  of  this  country,  is  presented  by  the  records 
of  our  savings  banks.  In  the  United  States,  the  savings 
institutions  have  always  been  comparatively  free  from  gov- 
ernment control  ; while  in  Europe,  various  restrictions  have 
always  been  imposed  upon  them,  which,  with  other  causes, 
may  have  tended  to  check  their  progress.  Even  in  England, 
where  the  savings  bank  system  originated,  and  has  always 
been  prosperous  and  progressive,  the  aggregate  deposits  of 
the  savings  banks  do  not  exceed  sixty-six  millions  sterling,  or 
$ 330,000,000.  In  all  Europe,  the  total  deposits  of  the  savings 
banks  amount  to  about  1,180  millions  of  dollars.  The  most 
successful  savings  banks  are  those  of  England,  France,  Ger- 
many, and  Switzerland.  The  Swiss  banks  report  t!  eir 
deposits  at  $57,600,000,  the  average  deposit  per  head  of  the 
population  being  $17,  while  in  England,  the  average  is  $960, 
in  Austria  $ 880,  and  in  all  Europe  $ 560.  We  take  these 
figures  from  recent  French  reports  made  by  government 
authority.  In  the  United  States,  as  is  well  known,  the 

deposits  in  the  savings  banks  are  much  more  ample.  The 
report  of  the  Massachusetts  savings  banks,  lately  issued,  gives 
the  following  statistics  : 

1873.  1874.  1875.  1876. 

No.  of  banks 175  . 179  . t8o  . 180 

No.  of  depositors 666,229  . 702,099  . 720,639  . 739.289 

Amount ot  deposits ^202,195, 343  .$217,452,120  .$237,848,963  .$243340,642 

No.  of  deposits  during  the  last  year 695.327  . 645.149  . 640,173  . 570,784 

Amount  of  deposits  during  the  fast  year.  $58,846,558  . $ 57,61 1,6<^  . $59,930,144  . $49,776,771 

No.  of  withdrawals  in  the  last  year 454,787  . 483,947  . 482,924  . 537.165 

Amount  of  withdrawals  in  the  fast  year.  $50,458,340  . $49,696,^3  . $46,996,039  . $52,120^524 

Amount  of  surplus 3.154.593  • 3.49^.934  • 4,592.729  • 5.»l8,4io 

Loans  on  mortgages  of  real  estate 100,406,767  . 109,254,540  . 120,171,268  . 121,151,105 

Loans  on  person^  security 35,260,386  . 37,995,6^  . 38,065,924  . 35,075,194 

Railroad  t>ond.s.  6,098,435  . 6,4^,881  . 8,345,367  . 10,088,613 

Government  bonds >7.530,639  . 18,843,066  . 17,920,23a  . 28,636,192 

These  figures  offer  a suggestive  proof  that  the  frugal  classes 
of  the  inhabitants  of  Massachusetts,  who  deposit  their  savings 
in  banks,  are  not  suffering  very  severely  from  the  pressure  of 
industrial  trouble.  The  aggregate  deposits  in  the  savings 
banks  have  increased  twenty  per  cent,  since  the  panic  of  1873, 
and  during  the  last  ten  years  they  have  increased  almost 
fourfold.  At  present  the  savings  institutions  of  Massachusetts 
are  computed  to  hold  about  one-fourth  of  all  the  savings 
bank  deposits  in  this  country.  The  losses  by  savings  bank 
failures  have  been  smaller  than  in  some  of  the  other  States. 
This,  and  other  circumstances,  illustrate  the  sound  character 
both  of  the  management  of  the  banks,  and  of  the  legislation 
by  which  their  progress  has  been  fostered. 
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Passing  to  the  State  of  Connecticut,  we  find  that  the  total 
deposits  amount  to  $78,524,172  in  October,  1876,  against 
$76,489,310  in  January,  1876,  and  ^72,205,624  in  January,  1875. 
Subjoined  is  a summary  of  the  chief  statistics  supplied  in  the 
report : 

SAVINGS  BANKS  OF  CONNECTICUT,  JAN.  AND  OCT.,  1876. 


Resources, 

Loans  on  real  estate 

Loans  on  stocks  and  bonds... 
Loans  on  personal  security... 

Bank  stocks 

Railroad  bonds  and  stocks.... 

United  States  bonds 

Real  estate  owned. 

State,  Town,  and  City  bonds 

Other  assets 

Cash  on  hand  and  in  banks... 

Deposits 

Interest  and  surplus 

Other  liabilities 


yanuary  i,  1876. 

*SS.363.2I9-5S  • 
2,236,981.58  . 
2,823,728.15  . 
3,777,878.19  . 

960,474  89  . 
4,974,423-6*  • 

574,743-81  - 

5,816,505.87  . 

283,665.57  . 
2,726,037.03  . 

76,489,310.41  - 

*,39*,499  97  - 
655,^7-88  . 


October  x,  1876. 

155,403-988.29 

2,109,052.05 
2,606,214.78 
3,850,906.70 
873,001 . 18 
6,067,656.11 
767,218.93 
7,456,212.89 

285.950.45 

1,916,430.00 

78,524.172-48 

2,579,024.30 

233.434-60 


1 79.537.658.26  . 181,336,631.38 


Statistical.  yanuary  1,  1876. 

Whole  number  of  depositors 208,030 

Increase  of  deposits $4*932,730.13 

Average  amount  to  each  depositor 367 . 69 

“ income  from  assets. 6.62 

Amount  deposited 

“ withdrawn 15,947,445.44 

**  of  interest  received,  or  profits  earned.  5*144*099*39 

“ “ credited  to  depositors 4,198,090.02 

Assets  from  which  no  income  has  been  derived.  480,755 .08 

Amount  of  income  from  real  estate 20,791 .87 

Largest  amount  due  single  depositor. 32,927 . 20 


October  i,  1876. 


203,514 

$2,034,862.07 

385-84 

6.36 

14,579.144-24 
12.544,282.17 
4,002,310.03 
3.  *31.895 -69 
844,192.23 
*7.957-59 


32,986.03 


Here  again  we  see  the  same  steady  progress  which  was 
observed  in  Massachusetts.  The  first  savings  bank  in  Connec- 
ticut was  chartered  in  1819,  and  so  late  as  1840  there  were 
but  five  of  these  institutions  in  the  State.  Up  to  1850  only 
twelve  charters  had  been  granted,  and  from  1850  to  i860 
twenty-three  more  were  created.  During  the  inflation  period 
from  i860  to  1870  twenty-one  savings  banks  were  organized, 
and  since  1870  thirtj'-three  more  have  been  added.  Of  the 
eighty-nine  banks  thus  chartered  eighty-six  are  still  doing 
business,  one  having  failed  last  year  and  being  now  in  the 
hands  of  a receiver.  The  law  which  originally  limited  the 
amount  of  deposits  in  one  name  to  $400  in  one  year,  now 
allows  $1,000.  In  New  York  the  maximum  of  savings  bank 
deposits  is  fixed  at  $5,000.  A few  months  ago  the  French 
Assembly  refused  to  pass  a bill  to  increase  the  maximum 
of  savings  bank  deposits,  from  $ 200  to  $ 400.  A more 
striking  illustration  can  scarcely  be  given  of  the  different 
character  of  the  policy  which  controls  savings  bank  legislation 
and  progress  here  and  abroad.  Our  savings  bank  system  in 
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this  country  has  been  of  slow  growth.  At  first  it  was 
cautious  and  conservative,  and  it  sought  to  offer  to  the  poor 
a place  of  safe  deposit  for  their  frugal  earnings.  During  the 
agitation  and  financial  excitement  of  the  past  fifteen  years 
much  competition  and  rivalry  have  grown  up  amongst  the 
savings  banks,  and  in  some  cases  extraordinary  inducements 
for  deposits  have  been  offered  with  large  dividends.  As  these 
promises  could  not  be  fulfilled  without  commensurate  risks 
investments  have  been  made  that  promised  large  returns,  with 
the  result  in  too  many  cases  of  ruin  and  disaster.  Such  is 
the  wise  and  frank  warning  given  by  the  commissioners  to 
the  savings  banks,  the  legislature,  and  the  citizens  of  Connec- 
ticut. Similar  cautions  might  be  repeated  in  almost  every 
State  of  the  Union  where  savings  banks  exist,  and  it  is  grat- 
ifying to  find  that,  on  the  whole,  the  evil  practices  referred 
to  are  being  so  vigorously  held  up  to  popular  reprobation. 
The  one  thing  which  such  abuses  are  unable  to  bear,  is 
exposure.  Under  the  light  of  publicity,  they  must  sooner  or 
later  perish. 

In  Maine  the  savings  bank  deposits  show  a decrease.  The 
aggregate  for  1876  is  $29,142,352,  against  $32,169,390  for 
1875.  Of  the  90,621  depositors,  83,527  are  below  $1,000,  while 
those  above  that  sum  are  only  7,094.  Four  out  of  the  sixty 
savings  banks  have  failed  during  the  year.  The  savings  bank 
law  of  the  State  is  being  revised  and  codified.  The  proposed 
new  law  aims  to  prevent  the  chief  evils  which  have  led  to 
disaster  in  savings  bank  management.  It  specifies  the  securi- 
ties in  which  deposits  may  be  invested  ; it  limits  the  semi- 
annual dividends  to  two  and  a half  per  cent.;  it  restricts  the 
amount  of  deposits  in  one  name  to  $ 2,000  ; it  fixes  the  State 
tax  on  deposits  at  one  half  per  cent,  a year,  instead  of  one 
per  cent,  as  at  present  ; it  requires  the  trustees  of  each  bank 
once  in  six  months  to  set  apart  from  its  earnings  a reserve 
of  a quarter  per  cent.,  until  it  amounts  to  five  per  cent,  of 
the  aggregate  deposits.  It  also  requires  an  annual  report  by 
the  bank  examiner,  the  results  of  which  are  to  be  published 
immediately  after  the  examination.  The  taxation  of  bank 
deposits  is  attracting  some  attention.  The  report  states  that 
in  Maine  the  savings  banks  are  paying  a state  tax  of  one  per 
cent.,  while  in  Massachusetts  the  tax  was  reduced  from  one 
to  three-fourths  per  cent,  about  two  years  ago.  In  Connecti- 
cut the  State  tax  is  ohe-half  per  cent,  on  real  estate  loans, 
on  other  investments  one  per  cent.  In  Rhode  Island  the 
savings  bank  deposits  pay  a tax  of  one  quarter  per  cent. 
In  Vermont  all  deposits  of  $ 250  and  less  are  free  from  State 
taxes  ; while  all  deposits  over  $ 250  with  the  names  of  the 
depositors  are  returned  to  the  town  clerk  for  taxation.  These 
facts  deserve  to  be  put  on  record  as  they  show  one  of  the 
greatest  defects  of  our  fiscal  system  in  its  relations  to 
savings  banks.  The  policy  of  laying  a tax  on  bank  deposits 
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of  any  kind  is  open  to  grave  doubt,  but  on  the  deposits  of 
savings  banks  the  imposition  of  State  taxation  is  perfectly 
indefensible.  It  is  hoped  that  the  agitation  in  New  England 
against  the  State  taxation  of  savings  bank  deposits  will  not 
only  be  successful,  but  that  it  will  lead  to  a revision  of  the 
fiscal  system  of  other  States  and  to  a more  enlightened 
adjustment  of  the  burdens  on  capital  in  its  most  sensitive 
and  untaxable  form. 

In  Rhode  Island  the  number  of  savings  institutions  is 
thirty-nine,  and  the  number  of  depositors  99,865.  Here,  as 
in  Maine,  the  deposits  show  a decrease,  the  aggregate  being 
November  28th,  1876,  $50,511,979  against  $51,311,330  in  1875, 
$48,771,501  in  1874,  $46,617,183  in  1873,  $42,5^3»538  in  1872, 
$36,289,703  in  1871,  $30,708,501  in  1870,  $27,067,072  in  1869, 
$24,408,635  in  1868,  and  $21,413,647  in  1867.  The  number  of 
depositors  increased  from  50,071  in  1867  to  98,359  in  1874, 
and  to  101,635  in  1875. 

In  California  the  savings  banks  appear  to  be  making 
steady  progress.  In  San  Francisco  there  are  now  fourteen 
savings  banks,  the  two  largest  of  which  hold  deposits 
amounting  to  twenty-six  millions  of  dollars.  The  aggregate 
deposits  of  all  the  San  Francisco  banks  is  nearly  sixty  mil- 
lions. The  depositors  are  75,496,  and  the  gross  earnings  of 
the  year  $2,813,563.  Subjoined  are  the  chief  aggregates  of 
the  semi-annual  statements  for  several  years  past.  For  these 
figures  and  the  other  statistics  of  the  California  Savings 
Banks  in  this  article  we  are  indebted  to  the  San  Francisco 
Commercial  Herald : 

SAVINGS  BANKS  OF  SAN  FRANCISCO. 

Deposi-  Gross  Cask 

tors.  Deposits.  Loans.  Earnings.  Surplus.  Reserve. 

|anuar>'»  *877 75.496  .159.603,651  . $60,441, »5  .$2,813,523  • $3,304,323  • I *.334,738 

uly,  1876 7*t544  • 57.676,248  • 57,47*.* *6  . 2,847,270  . 3,148,251  . 2.481,836 

anuary,  1876 68,972  . 56,260,964  . 56,667,408  . 2,943,388  . 3,185,928  . 2,726,576 

uly,  1875 67,997  • 59,*33.909  • 60,886,503  . 2,911,849  . 3.209,434  - *.50*, *93 

anuary,  1875 60,660  . 55,021,177  . 56,112,999  . 2,557,151  . 2,632,932  . 1,529,211 

uly,  1874 55.7**  • 50,843,159  . 50,527,270  . 2,369,926  . 2,453,145  . 2,688,916 

anuary,  1874 5 *.807  . 46,745,044  . 46,857,239  . 2,266,224  . 2,091,055  . 1.905,591 

uly,  1873 49.305  • 43.73*.223  • 43, *37.027  . 2,233,890  . 1,826,967  . 1,880,133 

anuary,  1873 46,060  . 4*.474.935  • 42,828,96a  . 2,091.113  . 1,852,770  . 1,174,364 

uly,  *872 42,999  • 40.369.405  • 40,358,918  . 1,967,692  . 1,757.439  • *,588,044 

anuary,  1872 4*. 59®  • 37.033, 377  • 36,542,628  . 1,986,322  . 1,5*0,533  ■ *,559,548 

The  savings  banks  of  interior  California  are  seventeen  in 
number,  with  deposits  of  $14,116,422,  and  25,127  depositors. 
The  gross  annual  earnings  have  averaged  nearly  a million 
for  several  years  past.  The  statistics  of  the  semi-annual 
reports  for  several  years  past  compare  as  follows  : 


SAVINGS 

BANKS  OF 

INTERIOR 

CALIFORNIA. 

Deposi- 

tors. 

Deposits. 

Loans. 

Gross 

Earnings. 

Surplus. 

Cash 

Reserve. 

January,  1877. 

. $14,116,422 

$ 15,800,530 

$962,192 

$ 2,902,530 

. $1,817,5^ 

. 7*6,8^ 

July,  1876. . . . 

23,375 

13,244,515 

*5,968,692 

967.73* 

3.364.575 

January,  1876. 

*3.765,460 

*5,7**. *58  ■ 

1,001,341 
933. *67 

3,496.547 

1.068,602 

July,  1875.... 

*3,435. *94 

*5,  *66,548  . 

3,026,933 

794,845 

January,  1875. 

23,594 

14,002,426 

14,856,568  . 

888,214 

2,579,028 

2,284,898 

• *.345.905 

July,  1874... . 

. 13,089,895 

12,929,196 

798**94 

• *,*47.579 

• *1058,155 

January,  1874- 

10,862,563 

>*,939.630  • 

*0,617,513  . 

760,649 

2,233.35* 

July,  1873.... 

9,745,922 

686,940 

*»944,339 

927.99* 
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An  interesting  report  was  lately  made  to  the  Committee 
of  Banking  of  the  House  of  Representatives  on  the  taxation  of 
savings  banks.  This  document  shows  that  there  are  two  classes 
of  savings  institutions  recognized  in  the  Revised  Statutes  of 
the  United  States.  First,  there  are  banks  having  no  capital 
stock  and  devoting  their  whole  earnings  to  the  benefit  of  the 
depositors ; and  secondly,  there  are  savings  banks  having  a 
capital  stock  or  bond  intended  to  guarantee  the  solvency  of 
the  bank  and  to  promote  the  security  of  the  depositor. 

In  the  early  years  of  our  war  finance  the  savings  bank 
deposits  were  made  liable  to  taxation.  It  soon  became  the 
policy  of  Congress,  however,  to  exempt  the  small  depositor. 
At  first,  all  deposits  of  five  hundred  dollars  and  under  were 
free  of  taxation.  Subsequently,  as  the  necessities  for  revenue 
diminished,  the  exemption  was  extended  to  deposits  of  ^ 2,000 
and  under.  What  is  important  for  our  present  purpose,  is 
to  state  that,  until  1874,  these  exemptions  were  refused  to 
savings  banks  having  a capital  stock,  while  they  were  granted 
to  the  rival  savings  banks  having  no  capital  stock.  By  the 
law  of  June  18,  1874,  the*  exemptions  were  extended  to  both 
classes  of  banks,  with  the  proviso,  that  if  the  stock-holders 
owning  the  savings  bank  divided  among  themselves  more 
than  eight  per  cent,  a year  they  should  pay  the  tax  on  their 
deposits.  Some  unexpected  consequences  resulted  from  this 
exception,  to  which  we  will  presently  direct  attention.  Many 
attempts  have  been  made  to  obtain  accurate  statistics  as  to 
the  savings  banks  in  the  various  States.  The  last  of  these 
is  just  now  being  vigorously  prosecuted  by  the  Comptroller 
of  the  Currency,  whose  services  to  the  various  sections  of 
which  our  banking  system  is  made  up  have  been  so  judicious. 
He  is  endeavoring  to  promote  legislation  in  the  various 
States,  which  would  place  in  the  hands  of  the  Auditor, 
the  Secretary  of  State,  or  other  proper  officer,  the  statis- 
tics not  only  of  the  savings  banks,  but  of  all  the  State 
banks,  private  bankers,  and  trust  companies ; and  these  sta- 
tistics are  to  be  made  up  on  one  uniform  system.  We  com- 
mend this  effort  of  the  Comptroller  to  the  attention  of  all 
the  bank  officers  and  bankers  in  the  various  States,  and  we 
urge  them  to  do  their  utmost  to  aid  the  legislation  needful 
for  the  purpose  referred  to.  So  great  was  the  need  of 
accurate  statistics  as  a condition  for  legislating  intelligently 
on  savings  banks,  that  during  the  first  session  of  the  present 
Congress  the  Senate  passed  a resolution,  dated  April  24,  1876, 
calling  for  a statement  of  the  capital,  the  deposits,  and  the 
taxation  of  the  savings  banks  throughout  the  United  States, 
for  the  six  months  ending  May  31,  1875.  Mr.  B.  H.  Bristow, 
then  Secretary  of  the  Treasury,  gave  the  following  statistics 
in  reply  to  this  question  proposed  by  the  Senate  : 
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Statement  of  the  Average  and  Taxable  Capital,  and  the  Average 
AND  Taxable  Deposits  of  Savings  Banks  in  each  State  and  Terri- 
tory OF  THE  United  States  for  the  Six  Months  ending  May 
3«.  *875- 

Saving^B<mks_lMving  ^_SavtHgs  Banks  having  a Capital  Stack  or  Bond.-, 

Aver  a. 


STA  TE  OR 
TERRITORY. 


Average 

Deposits. 


EASTEKN  STATES. 

Maine ^30.109,339 

New  Hampshire.. 

Vermont 5.66^088 

Massachusetts 212,296,^5 

Rhode  Island 46,907.6^ 

Connecticut 7»>»09,365 

Total $395  >667,022 

MIDDLE  STATES. 

New  York 301, 2^.339 

New  Jersey 30,662,100 

Pennsylvania i9»o59»oi6 

Delaware 123,861 

Maryland *7>9«>44a 

Dist.  of  Columbia. 

Total $369,023,758 

SOUTHERN  STATES. 


Virginia 

West  Virginia 

North  Carolina.. . . 
South  Carolina.. .. 

(ieorgia 

Florida 

Alabama 

Mississippi 

Louisiana 

Texas 

Arkansas 

Kentucky 

Tennessee 


Ohio 

Indiana 

Illinois 

Michigan 

Wisconsin. . .. 

Iowa 

Minnesota.... 

Missouri 

Kansas 

Nebraska 

Oregon. ...... 

Caliiornia.  — 
Colorado .... 

Utah 

New  Mexico. , 
Wyoming. ... 

Idaho  

Dakota. 

Montana 

Washington  . 
Nevada 


Avert^e 

Taxable 

Deposits. 

$3*762,462 

4,466,187 

530,073 

1,928,135 

13,050,160 

14,566,319 

$38,303,336 


31,451*379 

7,814,768 

1,011,932 

8,192 

2,157,813 


$42,444,084 


11,731 

61,361 

1,783,783 


73,316 

Total $1,930,191 

WESTERN  STATES. 


7,904,131 

1,526,058 

944,012 

53,748 

60,167 

8,582 

594,480 


37,301,863 


374.385 

73,316 

$453,992 


$2,430,561 

150,320 

108,765 

3.408 

5,000 

206,411 


12,872,070 


Toul.. . 


$48,393,041  • $15,776,535 


Grand  total. ..  ^15,014,012  *$96,977,947 


Average 

Capital. 

Average 

Taxable 

Capital. 

Average 

Deposits. 

$100,000 

$75,916  . 

$259,265  . 

205,200 

205,200  . 

4,474,090  . 

. $305*200 

$281,116  . 

$4,733,355  • 

100,000 

45.000 

50.000 

100,000  . 
4,000  . 
50,000  . 

687,655  . 

721,954  . 
53,609  . 

50,479 

5,356  . 

797.253  . 

245,479  • $159,356  . $2,260,471 


Taxable 

Deposits* 

$152.209 

4.514 

$156,723 


257.916 

123,3*9 

1,822 


88.771 

$471,828 


437,716 

437,716  ■ 

529,225  . 

193.167 

2,000 

2,000  . 

15,441 . 

— 

66,000 

11,000  . 

30,920 ! 

3,529 

505,716 

$450,716  . 

$575,586 . 

$196,696 

142,500 

102,666  . 

411.907  . 

117,938 

1,830,000 

1,718,990  . 

8,147,236  . 

1,659,280 

— 

— ; 

— .' 

— 

2,932,033 

2,605,690  . 

24,519,529 . 

12.258,385 

[ 



— 

— 

— . 

— 

— 

— 

— . 

— 

— 

— ; 

. 



— 

— ! 

— : 

— 

$4,904,533 

$4,427,346 . 

$33,078,672 . 

$14,035,612 

$5,960,928 

$5,318,534  • 

$40,648,054 , 

$14,860,859 
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From  these  figures  it  appears  that  the  deposits  in  our 
savings  banks  were  reported  as  averaging  855  millions,  of 
which  III  millions  were  taxable.  In  New  England  the  total 
deposits  amounted  to  400  millions ; in  the  Middle  States  to 
371  millions;  in  the  Southern  States  to  two  and  one-half  mil- 
lions ; and  in  the  Western  States  to  eighty-one  millions. 

As  stated  above,  savings  banks  which  divide  more  than 
eight  per  cent,  a year  among  their  stockholders  have  to  pay 
a tax  on  their  whole  deposits,  whether  small  or  great.  The 
law  in  which  this  provision  occurs  was  amended  to  that 
effect  in  the  Senate,  the  object  being  quite  obvious  and  very 
good.  Unfortunately,  however,  the  Senate  forgot  that  there 
are  important  and  rapidly-growing  States  on  the  Pacific  slope, 
where  capital  cannot  be  had  for  eight  per  cent,  a year.  These 
States  need  savings  banks  and  such  institutions  are  rapidly 
growing  up  there.  A prejudice  also  exists  in  favor  of  some 
sort  of  guarantee  to  protect  the  depositor  from  loss.  Hence, 
it  happens  that  in  California,  where  there  are  thirty-seven 
millions  of  deposits  in  savings  institutions,  about  two-thirds 
are  in  the  banks  possessing  a capital  or  guarantee  fund.  It 
appears  from  this,  that  of  the  $37,145  collected  as  taxes 
from  the  savings  banks  with  capital  throughout  the  United 
States,  no  less  than  $30,645  have  been  paid  by  the  California 
banks.  In  other  words,  six-sevenths  of  the  total  tax  collected 
in  the  United  States  devolved  as  a fiscal  burden  on  the 
savings  banks  of  California. 

It  has  also  been  pointed  out  that  of  the  $ 242,434,  collected 
as  tax  on  the  deposits  of  savings  banks  having  no  capital, 
$32  ,180,  or  less  than  one-seventh  of  the  whole  sum,  is  col- 
lected in  California.  We  believe  that  we  are  indebted  for 
the  statistics  above  given  to  the  agitation  of  the  California 
savings  banks  to  rid  themselves  of  these  anomalous  and 
unequal  fiscal  burdens.  However  this  may  be,  it  is  gratifying 
to  find  from  official  statistics,  carefully  compiled,  that  our 
savings  bank  system  throughout  the  Eastern,  Middle  and 
Western  States  is  in  a condition  of  activity  which  will  com- 
pare favorably  with  that  exhibited  by  the  savings  banks  of 
any  other  country  in  the  world. 
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THE  SCOTCH  BANKS  AND  THEIR  METHODS. 

For  some  time  past  the  system  of  the  Scotch  banks  has 
attracted  much  attention  both  in  this  country  and  in  England. 
The  best  book  which  has  appeared  on  the  subject,  is  probably 
that  of  M.  Wolowski,  which,  however,  is  now  less  useful  than 
formerly,  because  of  the  changes  and  rapid  growth  which  the 
banking  system  of  Scotland  has  undergone  during  the  unprece- 
dented financial  agitation  and  excitement  of  the  last  ten  or 
twelve  years.  We  published  some  time  ago  a sketch  of  the 
rise,  progress,  and  chief  merits  of  the  Scotch  banking  system. 
We  found  that  its  chief  characteristics  are  two  ; first,  it  possesses 
a very  complete  penetrative  widespread  network  of  branches 
which  extend  to  every  part  of  the  country,  and  draw  with 
much  activity  all  the  idle  capital  which  can  be  found  among 
its  frugal  people,  and  can  be  transmuted  into  bank  deposits. 
Thus,  the  banking  system  of  Scotland  is  a vast  reservoir,  per- 
meating the  whole  country  and  gathering  together  for  pur- 
poses of  financial  utility,  all  the  spare  capital  which  the  coun- 
try is  able  to  yield.  Probably  there  is  no  other  nation  in 
the  world  that  has  for  three  quarters  of  a century  enjoyed 
the  specific  advantage  here  referred  to  at  so  small  an  expense, 
and  with  so  few  disasters. 

Still  there  have  been  occasionally,  in  Scotland  as  in  other 
countries,  some  very  severe  financial  panics.  Those  of  the 
last  thirty  years  are  of  course  the  most  interesting  to  us.  Mr. 
Fleming,  the  Cashier  of  the  Royal  Bank  of  Scotland,  has  just 
published  a brief  sketch  of  Scottish  banking,  in  which  we 
find  the  following  account  of  these  troubles,  and  of  those  of 
the  period  immediately  preceding : 

“ Besides  the  Commercial  bank,  eight  joint-stock  banking  companies  had  been 
established  before  1826,  of  which  only  two  now  survive — the  National  Bank  of 
Scotland,  and  the  Aberdeen  Town  and  County — both  dating  from  1825. 

“ All  of  these  joint-stock  banking  companies  labored  under  two  serious  disabili- 
ties. Not  being  corporations,  they  could  hold  heritable  property  only  through 
trustees,  and  they  could  not  sue  or  be  sued  under  their  descriptive  name.  They 
had  not,  and  could  not  well  have,  what  lawyers  call  a social  name  like  the 
earlier  private  banks — as,  for  example,  the  Ship  Bank  of  Glasgow,  and  the  Ayr 
Bank,  which  were  known  to  the  law  only  by  their  social  firms  of  Colin,  Dunlop, 
Houston  & Co.,  and  Douglas,  Heron  & Co.  This  latter  disability  was  removed 
by  an  Act  of  Parliament  passed  in  1826,  enabling  joint-stock  banks  to  sue  and 
be  sued  in  name  of  their  principal  officer;  and  this  important  Act  continued  for 
nearly  forty  years  to  be  the  sole  charter  by  which  such  banks  could  practically 
exist.  Between  1826  and  1844,  joint-stock  banks  were  established,  and 

five  of  them  still  exist — the  North  of  Scotland,  formed  in  1836;  the  Clydesdale, 
in  1838;  the  City  of  Glasgow,  and  the  Caledonian,  in  1839;  Union, 

uniting  a number  of  much  older  establishments,  in  1843. 

**  The  Commercial  and  the  National  banks  obtained  charters  of  incorporation  on 
the  same  day,  6th  August,  1831.  All  the  others  have  now  the  benefit  of  incor- 
poration under  the  Companies  Act  of  1862. 
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“In  1819  there  were  twelve  private  banks,  but  they  had  all  passed  away  by 
1838.  At  the  same  date  there  were  nineteen  joint-stock  banks,  with  eighty- two 
branches.  Between  1819  and  ist  January,  1845,  fourteen  joint-stock  banks  were 
formed,  and  thirteen  were  discontinued  from  amalgamation  and  otherwise  ; and 
at  the  latter  date  there  were  twenty  banks,  with  three  hundred  and  eighty-two 
branches.  The  absorptive  power  of  joint  stock  banks  with  laree  capital,  as  well 
as  their  power  of  branch  expansion,  had  thus  come  into  full  pTajr.  The  deposits 
had  increased  from  twenty  millions  in  1826,  to  thirty-three  millions  in  1845. 

“The  period  we  are  now  noticing  was,  with  a few  breaks,  one  of  great  pros- 
perity. Trade  was  active  as  it  never  had  been  before ; and  although  we  now 
know  that  the  seeds  of  future  disaster  in  the  banking  world  were  then  sown, 
we  must  look  back  on  the  years  from  1810  to  1844,  as  the  time  when  the  sub- 
stantial superstructure  of  our  banking  system  was  reared  on  the  solid  foundations 
laid  a century  before.  It  may  be  that  for  a time  trade  was  over-stimulated  ; 
and  it  is  unquestionably  true  that  some  of  the  new  institutions  departed  from 
the  sound  lines  on  which  the  older  had  for  long  proceeded  ; but  we  cannot  but 
rejoice  that  through  the  freedom  enjov^  by  Scotland,  the  system  of  private 
blinking,  fraught  with  so  much  mischief  in  the  provinces  of  England,  was  with 
us  supplanted  by  a system  enjoying  a broader,  a more  national,  and  more  solid 
basis. 

“Not  the  least  eventful  period  of  our  history  is  that  which  commenced  with 
the  passing  of  Sir.  Robert  Peel’s  Act  of  1844,  the  Complementary  Act  of 
1845.  The  former  prohibited  the  establishment  of  any  new  bank  of  issue  ; the 
latter  required  us  to  hold  coin  to  the  extent  of  any  excess  of  issue  beyond  the 
average  amount,  as  then  ascertained.  I do  not  enter  into  any  discussion  as  to 
the  policy  or  effect  of  these  Acts ; indeed,  it  has  been  my  purpose  throughout, 
to  avoid  topics  of  controversy,  and  to  confine  myself  to  historical  facts.  Per- 
sonally, I have  never  hesitated  to  accept  the  legislation  of  1844-45  prin- 

ciple sound,  and  in  policy  expedient,  although  faulty  in  detail.  But  on  this 
point  the  greatest  possible  diversity  of  opinion  exists ; and  you  who  are  to  be 
the  future  guides  of  our  banking  system  ought  well  to  study  the  vexed  question. 
All  I will  say  here  and  now  is,  that  never  did  Scotland  make  such  progress 
during  a single  generation  as  she  has  done  since  1844 ; and  I firmly  believe  that 
but  for  these  Acts,  our  banking  system  and  our  general  financial  position  would 
more  than  once  have  been  exposed  to  shocks  which  would  not  have  left  them 
in  the  almost  unstained  credit  in.  which  they  stand  to-day. 

“As  regards  the  banks,  now  eleven  in  number,  the  period  since  1844,  has  been 
one  of  marvelous  prosperity  and  expansion.  The  branches  have  increased  from 
38a  to  925  ; the  deposits  from  thirty-three  to  upwards  of  eighty  millions.  Deal- 
ing with  the  eight  larger  banks,  of  which  alone  I have  the  figures,  I find  that 
at  the  selling  price  of  1845,  value  of  their  capital  of  under  seven  and  a half 
millions  was  about  twelve  and  a half  millions.  The  value  of  their  present  capi- 
tal of  nine  millions  is  now  upwards  of  twenty-five  millions.  The  average  price 
of  their  stock  in  1845,  cent — now  it  is  283  per  cent. 

“As  regards  the  public  of  Scotland,  I am  vei^  certain  that  they  have  banking 
facilities  of  a kind  and  to  an  extent  unknown  in  any  other  country.  A change 
in  the  law  may  come,  although  it  is  not  imminent ; and  it  will  not  come  save 
with  the  acquiescence  of  the  people  of  Scotland.  The  change,  if  and  when 
made,  will  assuredly  not  be  in  the  direction  of  freedom  of  issue  ; and  unity  of 
issue  means,  as  far  as  Scotland  is  concerned,  a total  revolution  in  our  present 
systen^  in  the  maintenance  of  which,  I am  satisfied,  the  preponderating  interest 
now  lies  with  the  people  rather  than  with  the  banks. 

“ Prosperous  as  it  has  been,  the  darkest  incident  in  our  story  belongs  to  this 
period.  The  failure  of  the  Ayr  Bank  in  the  last  century,  was  a great  disaster. 
The  failure  of  the  Western  Bank,  in  our  day,  was  a greater  still.  It  carried 
misery  and  ruin  to  many  homes.  I am  not  going  to  enter  on  the  sad  history  ; 
it  is  accessible  to  you  all.  Suffice  it  here  to  say  that  the  footing  on  which  that 
bank  was  from  the  outset  avowedly  conducted  was  radically  vicious,  and  con- 
travened the  essential  principle  on  which  Scottish  banking  has  for  a century  and 
a half  been  based.  I wish  time  permitted  me  to  read  to  you  the  sound  views 
in  regard  to  reserves  laid  down  by  the  late  Mr.  Blair,  ^vriting  on  behalf  of  the 
Edinburgh  banks,  in  correspondence  with  the  Western  Bank,  as  early  as  1834, 
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when,  little  more  than  two  years  after  its  establishment,  they  came  to  its  relief. 
These  were  repeated  in  1838,  and  enforced  month  after  month,  by  the  urgent 
counsels  and  warnings  of  Messrs.  Jones,  Loyd  & Co.,  the  London  agents  of  the 
bank.  Mr.  Blair’s  correspondence  rescues  the  Scottish  banks  from  all  participa- 
tion in  or  complicity  with  the  unsound  principles  of  management  which  left  the 
Western  Bank  in  1834,  in  1839,  in  1847,  and  in  1857— indeed  in  almost  every 
year  of  its  existence — utterly  unprepared  for  an  emergency. 

“The  loss  sustained  by  the  shareholders  of  the  Western  Bank — whose  prompt 
response  to  overwhelming  calls  forms  almost  the  only  bright  feature  m the 
dark  chapter, — amounted  to  about  2,700,00x5,  spread  over  1,200  proprietors. 
The  holclers  of  no  fewer  than  13,000  shares,  representing  650,000  of  capital, 
not  only  lost  their  stock,  but  surrendered  their  all,  without  being  able  to  satisfy 
the  claims  upon  them.  How  many  more  nobly  struggled,  and  with  success, 
honorably  to  meet  their  liabilities  at  the  price  ot  comparative  poverty,  and  even 
of  want,  we  cannot  tell.  No  right-minded  man,  placed  in  a position  of  banking 
responsibility,  can  fail  to  be  oppressed  by  the  sad  and  painful  lesson  taught  by 
this  great  catastrophe,  or  to  feel  very  deeply  how  much  and  what  widespread 
evil  and  ruin  may  result  from  laxity  and  imprudence.” 

The  second  great  characteristic  of  the  Scottish  banking 
system,  is  that  of  the  cash  credits,  of  which  Mr.  Fleming  gives 
a very  full  account : 

“ Cash  credits  were  first  established  in  Scotland  by  the  minutes  of  the  Direc- 
tors of  the  Royal  Bank  instituting  the  cash-credit  system,  and  have  ever  since 
been  a distinctive  feature  in  Scottish  banking.  The  resolutions  of  the  bank 
meeting  are  dated  12th  March,  1728,  and  are  as  follows  : 

“ A motion  beinjp^  made.  That  the  giving  credit  to  merchants  or  others  who 
keep,  or  for  the  mture  shall  keep,  cash-accompts  with  the  bank,  may  be  an 
encouragement  to  trade,  and  enlarge  the  circulation  of  the  credit  of  this  bank. 

“Resolved, — That  such  merchants  or  others  as  keep,  or  for  the  future  shall 
keep,  cash-accompts  with  this  bank,  shall  have  credit  for  any  special  sum  they 
shall  fix  upon,  not  exceeding  four  thousand  pounds  at  any  one  time — the  person 
demanding  such  credit  making  a proposition  to  a Court  of  Directors,  luring 
the  credit  demanded,  and  the  security  to  be  given  for  such  credit — which  secur- 
ity must  be  according  to  the  rules  of  the  bank  in  the  case  of  ordinary  lending, 
whether  on  personal  security,  pledge,  or  land  security ; and  further,  the  person 
demanding  such  credit  shall  give  an  obligement  to  certain  articles,  which  oblige- 
ment  and  articles  are  to  be  settled  and  adjusted  by  a subseouent  court. 

“ Pursuant  to  the  resolution  of  the  Court  of  Directors  of  the  twelfth  of  March 
last,  the  court  resumed  the  consideration  of  the  method  of  keeping  cash  accounts 
with  such  merchants  and  others  as  may  have  occasion  to  overdraw  on  the  bank, 
and  the  rules  to  be  observed  by  them,  and  the  rorm  of  the  security  or  obliga- 
tion of  credit  to  be  granted  by  them  according  to  that  resolution. 

“ Resolved, — That  such  merchants  and  others  as  shall  be  allowed  to  overdraw 
on  their  cash  accounts  on  the  bank,  shall  become  bound  to  observe  and  perform 
the  articles,  rules,  and  conditions  hereinunder  written,  and  to  give  an  obliga- 
tion of  credit  of  the  tenor  thereunto  subjoined  : 

“1.  That  a book  for  a cash  account  be  taken  from  the  cashier  of  the  bank, 
by  every  such  person  as  keeps  a cash  account  with  the  bank,  wherein  such 
money  and  bills,  &c.,  as  shall  be  lodged  by  him  at  any  time  in  the  bank  on  a 
cash  account,  shall  be  written  and  marked  by  the  teller  receiving  the  same, 
with  the  initial  letters  of  his  name,  which  shall  be  a sufficient  voucher  to  bind 
the  bank  for  payment  of  the  money,  &c.,  so  lodged. 

“2.  That  every  such  person  who  keeps  a cash  account  with  the  bank,  do 
draw  his  cash  out  of  the  bank  by  bills  drawn  on  the  bank’s  cheque  paper, 
which  shall  be  delivered  to  him  for  that  purpose. 

“3d.  That  at  the  end  of  every  half-year — that  is,  within  six  months  from  the 
commencement  of  the  cash  account  at  least — every  such  person  shall  by  himself 
or  his  lawful  attorney,  settle  and  close  his  cash  account  with  the  bank  for  the 
preceding  half-year. 

**4,  That  every  such  person,  in  consideration  of  an  obligation  of  credit  to  be 
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executed  by  him  according  to  the  form  hereunder  written,  may  draw  upon  the 
bank  for  any  sum  not  exceeding  the  sum  that  shall  be  agreed  on  by  the  bank 
to  be  filled  up  in  such  obligation,  such  person  paying  according  to  the  legal 
interest  for  whatever  sum  or  sums  he  shall  draw  at  any  time  out  of  the  bank 
over  and  above  his  own  cash,  in  virtue  of  the  credit  of  the  said  obligation, 
which  interest  shall  continue  and  be  running  during  all  the  time  the  bank  shall 
be  in  any  advance  for  or  on  account  of  any  overdrafts,  and  no  longer  : 

“ Form  of  the  Obligation  of  Credit  to  be  executed  by  such  as  are  allowed 
to  overdraw  in  their  cash  accounts  on  the  bank. 

“I,  A,  and  with  me  B and  C,  are  hereby  become  bound  and  obliged  com- 
unctly  and  severally,  our  heirs,  executors,  and  successors,  to  pay  to  Allan 
vvnicefoord,  cashier  of  the  Royal  Bank  of  Scotland,  or  his  successors  in  office, 
for  the  use  of  the  said  Royal  Bank  the  sum  of 

at  least  so  much  thereof  as  I the  said  A shall  be  overdrawn  in  my  cash  account 
with  the  said  Royal  Bank,  with  the  due  and  lawful  interest  thereof,  from  the 
time  the  Royal  Bank  shall  be  in  advance  for  me  the  said  A,  with  twenty  pounds 
of  penalty  for  every  hundred  pounds  in  case  of  failzie ; and  it  is  hereby  declared 
that  all  bills,  orders,  or  receipts,  drawn  or  granted  by  me  the  said  A,  on  or  to 
the  cashier  of  the  Royal  Bank,  shall  be  sufficient  vouchers  to  constitute  the 
debt  against  me,  as  well  as  to  discharge  the  cash  I from  time  to  time  shall 
have  lodged  in  the  bank. 

“The  cash  credit  system  is  both  ingenious  and  simple.  To  be  able,  on 
credit,  to  draw  on  your  banker  as,  and  when  you  may  find  necessary,  and  to  be 
charged  interest  only  for  the  time  you  find  it  convenient  to  use  the  bank’s 
money,  is  the  ne  plus  ultra  of  banking  accommodation.  That  is  the  essence  of 
the  system  which  since  1728  has  been  largely  instrumental  in  the  development 
of  our  agricultural  and  mercantile  enterprise.  It  had  its  origin,  as  we  see  from 
the  first  of  these  minutes,  in  the  desire  to  encourage  trade,  and  to  promote  the 
circulation  of  the  bank’s  notes.  Perhaps  if  we  were  to  place  the  latter  motive 
first,  we  would  be  doing  the  directors  little  injustice  ; but  that  it  fully  accom- 
plished the  other  object  is  matter  of  history.  It  is  also  certain  that,  on  the 
whole,  cash  credits  have  been  granted  with  such  caution  in  the  past,  that  they 
have  proved  profitable  to  the  banks,  as  well  as  most  advant^eous  to  the  pub- 
lic. But  undoubtedly  the  system  never  would  have  been  introduced  save  for 
the  note-issues.  A cash  credit  was  advantageous  to  the  bank  mainly  through 
the  frequency  and  extent  of  the  operations  upon  it — all  payments  being  made 
in  the  bank’s  own  notes,  and  all  payments  in  being  made  in  mixed  notes.  In 
so  far  as  the  notes  put  out  were  absorbed  by  the  public,  the  bank  gained  the 
interest  as  the  guul  pro  quo  for  the  use  of  its  credit.  But  of  course  the 
moment  the  legitimate  requirements  of  the  public  for  paper  currency  were  satis- 
fied, advances  on  cash  credits  became  a loan  not  of  credit  but  of  capital;  for 
although  the  advances  might  be  in  the  form  of  notes,  the  superfluity  would 
immediately  return  on  the  bank  for  conversion.  The  Ayr  Bank  failed  to  see 
this,  and  fancying  that  they  had  only  to  provide  a sufficient  supply  of  paper, 
they  granted  credits  so  recklessly,  that  within  a few  months  after  beginning 
business  they  were  obliged  to  resort  to  the  s3rstem  of  finance  paper  on  London, 
which  proved  their  ruin.  I am  not  sure  that  the  old  banks  always  kept  the 
dangers  of  cash  credits — for  they  have  dangers — clearly  in  view  last  century. 
Else  why  did  they  voluntarily  bear  the  burdens  of  all  the  private  banking  com- 
panies by  granting  cash  credits  to  them? 

“When  the  state  of  matters  got  healthier,  and  large  joint-stock  banks  grew  up, 
and  each  leant  on  its  own  resources,  cash  credits  were  limited  to  traders ; and 
so  long  as  they  were  not  granted  in  excess  of  the  portion  of  the  bank’s 
resources,  fairly  applicable  to  such  a mode  of  investment,  or  in  excess  of  the 
healthy  requirements  of  trade,  they  were  mutually  advantageous.  But  we  can 
quite  understand  the  fears  of  our  predecessors  in  1826,  when  they  told  Parlia- 
mentary Committees  that  if  our  note-issues  were  prohibited,  the  cash  credit 
system  was  doomed.  This  would  probably  be  the  opinion  of  Scotch  bankers 
stilL 

“Why?  And  why  is  it  that  the  system  of  cash  credits,  so  manifestly  benefi- 
cial to  the  public,  has  not  been  adopted  in  England?  And,  yet  again,  why  is 
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it  that  our  system  of  allowing  interest  on  current  accounts  has  been,  after  a 
trial  of  sevex^  years,  abandoned  the  other  day  by  the  Tendon  joint-stock 
banks?  The  answer  is,  that  without  note  issues  having  a national  circula- 
tion and  credit,  these  facilities  are  all  but  impossible. 

**To  illustrate  this,  suppose  John  Smith  & Co.,  of  London  and  Glasgow,  to 
have  a cash  credit  for  £ i ,000,  with  their  London  bankers,  and  a similar  credit 
in  Scotland.  Every  cheque  they  draw  on  London  has  to  be  met  on  presenta- 
tion, in  l^al  tender,  and  the  London  banker  must  be  prepared  to  meet  at  all 
times,  in  money,  every  check  drawn  up  to  the  limit  of  the  credit.  Just  so  with 
the  balance  on  a current  account.  Now  go  to  Glasgow.  The  cheques  drawn 
on  the  Scotch  bank,  whether  on  a cash  credit  or  on  a current  account,  are, 
just  as  in  England,  demandable  in  legal  tender  (r>.,  coin  in  Scotland);  but, 
in  point  of  fact,  coin  is  never  taken,  and  the  native  notes  are  universally  pre- 
ferred.* These  notes  will  within  a day  or  two — most  probably  the  same  day — 
reach  another  bank,  and  be  brought  the  following  morning  into  the  exchange 
against  the  issuer;  and  if  the  balance  is  against  the  issuer  on  the  final  clear- 
ing. he  will  grant  a draft  on  London  at  five  days’  date  for  that  balance.  He 
has  thus  never  less  than  eight  days  to  provide  for  any  unusual  or  unexp>ected 
adverse  balance  in  the  clearing-house.  Hence,  we  can  afford  in  Scotl^d  to 
do  what  the  London  banker  cannot  do,  for  his  adverse  balance  must  be  mot 
the  same  day.  All  this  would,  of  course,  be  changed  if  the  note-issues  were 
abolished.  Loans  would  continue  to  be  given,  but  they  would,  as  in  London, 
be  for  fixed  periods  and  of  fixed  amounts,  and  given  with  reference  to  the 
banker’s  resources  at  the  moment  Cash  credits — which  at  present  are  given 
in  Scotland  with  reference  to  each  banker’s  general  experience  of  the  working 
of  his  own  concern,  and  of  the  average  demands  on  his  resources,  and  with 
ample  time,  by  the  sale  of  consols  or  otherwise,  to  provide  in  London  for  any 
exceptionally  large  or  unexpected  demand  upon  him — would,  I think,  almost 
necessarily  cease,  and  with  them  probablv — I would  almost  say  certainly — the 
allowance  of  interest  on  current  accounts.’^ 

With  regard  to  the  success  of  the  Scotch  Banking  System, 
its  causes  are  intimately  connected  with  the  two  characteris- 
tics above  specified.  By  means  of  the  cash  credits,  the  best 
of  the  small  tradesmen  in  the  country  are  singled  out,  and 
approved  men  of  business  are  enabled  to  wield  more  or 
less  of  borrowed  capital  for  purposes  in  which  they  have 
experience  and  skill.  To  these  men  banking  accommodation 
is  given  only  on  condition  that  the  bank  has  full  confidence 
in  them,  and  is  sufficiently  satisfied  with  their  methods  of 
doing  business,  to  continue  the  permission  to  overdraw  their 
accounts.  Another  advantage  of  the  system  is,  that  it  has 
always  promoted  the  circulation  of  the  notes  of  the  banks. 
The  business  community  were  well  aware,  and  were  continu- 
ally reminded  by  the  officers  of  the  various  banks,  that  if 
they  would  have  help  from  the  banks,  they  must  circulate 
the  bank  notes,  and  aid  their  currency  as  much  as  pos- 
sible, inasmuch  as  the  power  of  the  banks  to  help  business 
men  was  entirely  contingent  upon  the  ability  of  the  bank 
to  keep  its  notes  moving  in  the  channels  of  the  circulation. 
As  these  principles  have  been  in  active  operation  for  more 
than  a century,  there  is  probably  no  country  in  Europe  in 
which  banks  and  bank  notes  enjoy  more  popular  support 

• I believe  I am  strictly  correct  when  I say  that  at  all  the  offices  of  the  Royal  Bank  ( upwards 
of  a hundred  in  number)  £5,000  in  gold  will  not  change  hands  in  a week,  amd  a very  large 
portion  of  that  sum  is  taken  in  the  shape  of  half-sovereigns  for  convenience  in  the  payment  of 
wages. 
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than  in  Scotland.  There  are  not  wanting  indications  that 
the  expansion  of  the  cash  credits  of  the  Scotch  banks  has 
reached  at  times  dangerous  limits,  but  the  note  issues  have 
never  been  so  excessive  and  so  promotive  of  financial  dis- 
asters as  in  England.  The  difficulty  experienced  by  the 
Scotch  banks  in  finding  adequate  outlets  for  their  loanable 
funds,  has  caused  them  during  the  last  few  months  to  seek 
to  establish  branches  in  London  and  in  other  parts  of  Eng- 
land. As  the  business  of  Scotland  did  not  ^ord  them  a 
sufficiently  broad  field  for  the  use  of  all  their  idle  resources, 
they  were  naturally  anxious  to  open  new  avenues  of  lucrative 
employment  for  their  means,  and  some  of  them  have  been 
engaged  extensively  in  exchange  operations  with  British 
India  and  with  this  country.  For  such  operations  it  was 
highly  desirable  that  each  bank  should  have  its  own  branch 
in  London,  the  financial  centre  of  all  the  major  operations 
in  foreign  exchange.  Accordingly  several  of  the  Scotch 
banks  took  steps  to  establish  offices  in  London,  little  sup- 
posing that  there  was  any  legal  obstacle  to  this  necessary 
extension  of  their  institutions.  The  English  banks,  however, 
took  the  alarm ; two  powerful  associations  were  organized, 
one  comprehending  the  banks  of  the  metropolis,  and  the 
other  those  of  the  rest  of  the  country.  These  two  associa- 
tions had  been  in  existence  before,  but  their  organization 
and  activity  received  a new  impulse  from  the  desire  which 
was  general  among  the  banks  throughout  England,  to  pre- 
vent the  Scottish  banks  from  opening  branches  in  London, 
or  elsewhere  out  of  Scotland.  The  statute  on  which  the 
English  banks  rested  their  case,  was  Sir  R.  PeeEs  Bank  Act 
of  1844,  which  forbade  any  bank  of  issue  to  have  its  office 
in  London,  or  within  a certain  distance  of  that  metropolis. 
Instead  of  commencing  a suit,  however,  the  English  banks 
chose  to  plead  their  cause  in  Parliament,  and  they  attempted 
to  obtain  new  legislation,  forbidding  the  banks  of  Scotland 
to  establish  offices  across  the  English  border,  without  giving 
up  their  circulation.  The  House  of  Commons,  instead  of 
passing  this  bill,  appointed  a Committee  to  inquire  into  the 
banking  laws  and  practice  of  England  and  Scotland,  and  the 
Blue-book  published  by  this  Committee  shows  that  its 
inquiries  were  general,  vague,  and  not  very  favorable  to  the 
projects  of  the  banks  by  which  the  investigation  had  been 
instigated.  The  result  has  been  that  no  suit  has  been 
brought  to  test  the  question  whether  the  English  law,  as  it 
stands  at  present,  allows  the  Scotch  banks  to  open  branches 
in  England.  Meanwhile  several  of  these  banks,  assuming  that 
the  law  is  on  their  side,  have  opened  their  offices  in  London, 
and  if  the  banking  business  had  not  been  for  the  last  year 
or  two  so  unremunerative,  some  other  offices  would  no  doubt 
have  been  established  which  are  at  present  in  abeyance. 


Digitized  by  CjOOQle 


864 


THE  banker’s  magazine. 


[May, 


THE  NATIONAL  SINKING  FUND. 

BY  GEORGE  M.  WESTON. 

The  bill  to  refund  tho  Public  debt  passed  the  U.  S. 
Senate,  March  ii,  1870.  Amendments  were  subsequently  made 
in  it  by  the  House,  and  in  a conference  committee,  and  it 
finally  assumed  the  shape  in  which  it  was  approved  by  the 
President,  July  14,  1870.  A reference  to  the  discussion  and 
votes  in  the  Senate  upon  the  measure,  will  admonish  us  that 
we  are  drifting  away  insensibly  from  the  sound  views  in 
respect  to  a public  debt,  which  have  been  universally  accepted 
in  times  past  in  this  country,  and  were  still  accepted  in  1870. 

The  bill  as  prepared  and  passed  by  the  Senate,  contains  the 
following  : 

“Section  6,  And  be  it  further  emuted^  That  in  order  to  ca^  into  effect 
the  fifth  section  of  the  act  entitled,  ‘An  act  to  authorize  the  issue  of  U.  S. 
notes,  and  for  the  redemption  or  fimding  thereof,  and  for  funding  the  floating 
debt  of  the  United  States,*  approved  February  25,  1862,  relating  to  the  sinking 
fund,  there  is  hereby  appropriated  out  of  the  auties  derived  from  imported  goods, 
the  sum  of  $ 150,000,000  annually,  which  sum  during  each  fiscal  year,  shall  be 
applied  to  the  payment  of  the  interest,  and  to  the  r^uction  of  the  principal  of 
the  public  debt.” 

In  explanation  of  this  section,  Mr.  Sherman  said,  February 
28,  1870  : 

“The  interest  on  the  public  debt  is  now  about  125  millions,  so  that  this  is 
an  appropriation  of  twenty-five  millions,  or  one  per  cent  of  the  principal,  to  be 
kept  as  a perpetual  sinking  fund,  the  operation  of  which  will  pay  oflf  every  dollar 
of  our  indebtedness,  old  and  new,  in  from  twenty-five  to  thirty  years,  depending 
somewhat  upon  the  changes  in  the  value  of  our  bonds.*’ 

And  again,  March  2d,  1870,  Mr.  Sherman  said  : 

“The  public  debt  is  now  2,500  millions,  one  per  cent,  is  twenty-five  millions, 
and  that  must  not  only  be  applied  every  year,  but  it  must  be  applied  in  the 
nature  of  a sinking  fund.” 

And  again,  March  ii,  1870,  Mr.  Sherman  said  ; 

“ These  particular  revenues  are  pledged,  mortg^ed.  You  have  no  more  right 
to  take  them  for  any  other  purpose  than  the  public  debt,  than  you  have  to  take 
my  property.” 

As  will  be  seen,  Mr.  Sherman  calculated  that  every  dollar 
of  debt  would  be  paid  off  in  from  twenty-five  to  thirty  years 
from  1870,  that  is  to  say,  from  1895  to  1900. 

And  as  will  also  be  seen,  the  proposed  sixth  section  of  the 
bill  of  1870,  did  not  purport  to  introduce  any  new  principle, 
but  to  carry  out  the  fifth  section  of  the  Act  of  February  25, 
1862,  by  a precise  liquidation  and  expression  of  the  sum  to 
be  paid  under  it. 

The  fifth  section  of  the  Act  of  February  25,  1862,  set  apart 
and  appropriated  so  much  of  the  customs  revenue  as  might 
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be  required  for  the  interest  on  the  public  debt,  and  next  for 
the  following  purpose  : 

“ To  the  purchase  or  pa3rment  of  one  per  centum  of  the  entire  debt  of  the 
United  States,  to  be  made  within  each  nscal  year  after  the  first  day  of  July, 
1862,  which  is  to  be  set  apart  as  a sinking  fiind,  and  the  interest  of  which  shall 
in  like  manner  be  applied  to  the  purchase  or  payment  of  the  public  debt,  as 
the  Secretary  of  the  Treasury  shall  from  time  to  time  direct” 

There  were  certainly  some  objections  to  the  proposed  sixth 
section  of  the  bill  of  1870.  One  was,  that  there  was  then  set 
apart  out  of  the  customs  revenue,  not  merely  the  interest  and 
one  per  cent,  of  the  principal  of  the  public  debt,  but  the  interest 
on  the  sinking  fund  which  either  existed,  or  ought  to  have 
existed,  from  payments  into  it  between  1862  and  1870. 
Another  was,  that  it  proposed  to  liquidate  and  precisely 
express  what  needed  no  liquidation  or  greater  precision  of 
expression.  Nothing  could  be  more  definite  than  that  “one 
per  centum  of  the  entire  debt  of  the  United  States”  should 
be  redeemed  annually,  and  set  apart  as  a sinking  fund. 
There  were  no  deductions  to  be  made,  of  cash  on  hand,  or  of 
anything  else,  and  nothing  was  to  be  done  but  to  add  up  all  the 
items  of  the  entire  debt”  which  was,  and  is,  within  the  capac- 
ity of  an  ordinary  clerk.  However,  this  proposed  sixth  sec- 
tion, which  does  not  appear  in  the  law  as  finally  passed,  had 
the  advantage  of  apprising  the  country  of  the  total  sum, 
$150,000,000,  annually  applicable  to  the  debt,  and  was 
intended  to  be  a compliance,  in  good  faith,  with  the  Act  of 
February  25,  1862. 

Mr.  Sumner  (March  ii,  1870),  objected  to  the  sum,  and 
proposed  $ 1 25,000,000.  Mr.  Sumner  admitted  all  the  obliga- 
tions of  the  Act  of  February  25,  1862.  His  points  were,  that 
the  interest  of  the  debt  would  be  reduced  to  100  millions, 
by  the  refundings  which  the  bill  authorized,  and  that  an 
appropriation  of  125  millions,  would  provide  for  this  interest 
and  leave  twenty-five  millions  for  the  one  per  centum  of  the 
principal.  He  said,  that  if  his  amendment  was  adopted, 

“In  a little  more  than  thirty  years,  the  debt  will  be  paid,  instead  of  being 
paid  in  a little  more  than  twenty  years,  as  proposed  by  the  section  as  it  now 
stands.” 

As  will  be  seen,  the  difference  between  Mr.  Sumner  and 
Mr.  Sherman,  as  to  the  time  when  the  proposed  sixth  section 
would  extinguish  the  debt,  was  not  altogether  a difference 
of  mathematics.  Mr.  Sumner  reckoned  the  interest  of  the 
public  debt,  not  at  its  then  existing  amount,  but  as  it  would 
be  after  the  refundings  which  the  funding  bill  authorized. 

And  as  will  also  be  seen,  Mr.  Sumner  contemplated  the 
payment  of  the  entire  debt  a little  more  than  thirty  years” 
that  is  to  say,  not  long  after  1900. 

As  refundings  and  reductions  of  principal  and  interest  have 
since  progressed,  and  now  promise  to  progress,  Mr.  Sumner’s 
proposition  was  more  nearly  right  than  the  sixth  section 
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which  he  moved  to  amend.  ^150,000,000  annually  would  be 
now  a greater  appropriation,  by  twenty  millions,  than  suffi- 
cient to  pay  interest  and  meet  the  requirements  of  the  sink- 
ing fund  as  stated  in  the  accounts  at  the  Treasury  Depart- 
ment. $125,000,000  would  have  been  so  far  rather  too  little, 
but  will  probably  be  soon  quite  sufficient. 

No  Senator,  except  Mr.  Sprague  of  R.  I.,  supported  Mr. 
Sumner’s  amendment,  and  it  was  voted  down  without  a divi- 
sion. Mr.  Sumner  was  very  sharply  criticised  for  having  pro- 
posed it,  and  more  sharply  than  subsequent  events  have  jus- 
tified. Mr.  Morrill,  of  Vermont,  was  especially  severe  upon 
him. 

On  the  3d  of  March,  1870,  Mr.  Morrill  had  said  : 

*^The  American  people  are  emphatically  a debt-paying  people.  They  do  not 
believe  in  perpetual  mortgages.” 

On  the  nth  of  March,  upon  Mr.  Sumner’s  motion  to  amend 
the  sixth  section,  Mr.  Morrill  said  : 

“ If  I have  been  surprised  more  at  one  thing  than  another,  it  is  at  one  or 
two  of  the  positions  of  the  Senator  from  Massachusetts.  If  there  is  a man  in 
this  body  who  is  a stickler  for  the  public  credit,  it  is  that  Senator ; and  yet  he 
has  brought  forward  some  propositions  here  that  have  more  vitally  attacked  the 
credit  of  the  country  than  any  other  Senator  that  I have  heard  speak.  Here  is 
a proposition  that  he  brings  forward  to  reduce  the  amount  that  is  proposed  in 
the  sinking  fund  clause  of  this  bill,  from  $ 150,000,000  to  $ 125,000,000,  to  be 
appropriated  annually,  when  we  are  obliged  by  law  to  appropriate  at  least  one 
per  cent,  of  the  entire  debt  every  year  for  its  extinction.  The  entire  indebted- 
ness of  the  country  is  $2,500,000,000.  If  the  entire  indebtedness  of  the  coun- 
try were  to-day  funded  at  five  per  cent.,  the  amount  the  Senator  appropriates 
would  just  pay  the  interest,  and  not  a dollar  more.” 

The  bill,  as  it  finally  became  a law,  did  not  contain  this 
sixth  section,  but  left  the  amount  payable  as  a sinking  fund, 
to  be  determined  under  the  provisions  of  the  Act  of  Febru- 
ary 25,  1862,  which  are  also  codified  in  the  Revised  Statutes 
of  1874. 

Mr.  Wilson,  of  Massachusetts,  seemed  to  be  much  less 
inclined  than  his  colleague,  or  than  the  great  body  of  the 
Senators,  to  hurry  the  extinguishment  of  the  public  debt,  but 
even  his  views  on  the  subject  appear  now,  after  the  lapse  of 
only  seven  years,  to  be  quite  in  advance  of  the  surface  public 
sentiment  which  has  been  manufactured  and  nursed  in  favor 
of  regarding  our  National  debt,  not  as  an  evil  to  be  got  rid  of, 
but  as  a blessing,  as  it  undoubtedly  is  to  those  who  are 
enriched  by  the  dividends  on  it. 

On  the  nth  of  March,  1870,  Mr.  Wilson  said  : 

“What  will  be  our  condition  at  the  end  of  ten  years?  ♦ ♦ ♦ At  that  time 
we  shall  have  perhaps  $6o,ooo,cxx>,ooo  of  pnmerty.  ♦ ♦ ♦ If  I had  my  way 
I would  not  pay  more  than  twenty  or  twenty-five  millions  annually,  for  the  next 
ten  years. . Then  for  the  following  ten  years,  I would  perhaps  pay  five  or  six 
hundred  millions.” 

Fifty  or  sixty  millions  annually  from  1880  or  1890,  or  five 
or  six  hundred  millions  in  the  ten  years,  of  the  principal  of 
the  debt,  is  far  within  what  the  country  could  easily  pay, 
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but  it  is  more  than  the  sinking  fund,  as  it  is  stated  at  the 
Treasury  Department,  will  actually  pay,  and  it  is  now  appar- 
ent that  even  the  sinking  fund,  little  burdensome  as  it  is, 
will  require  a vigilant  defence  against  the  attacks,  open  and 
covert,  which  are  being  made  upon  it. 

On  the  9th  of  March,  1870,  Mr.  Wilson  proposed  to  give 
those  who  would  lend  money  to  the  Government  at  four  per 
cent,  interest,  bonds  not  redeemable  until  after  fifty  years. 
This  met  with  no  favor,  and  brought  down  a storm  of  indig- 
nation from  Mr.  Sherman,  who  said  : 

I should  like  to  know  how  many  Senators  would  be  willing  to  issue  a bond 
of  the  U.  S.,  payable  at  the  end  of  fifty  years,  without  any  right  to  redeem 
before  that  time?  This  would  open  a wide  and  extended  question,  upon  which 
I could  show  to  Senators  authorities  without  limit.  I could  show  that  never,  from 
the  foundation  of  the  Government  to  this  hour,  did  the  United  States  issue  a 
bond  under  any  circumstances,  that  was  not  at  the  pleasure  of  the  United  States 
to  redeem  after  twenty  years,  and  mostly  after  Ween  years.  I could  show 
from  the  writine^  of  Washington  and  Hamilton  and  Jackson,  and  all  the 
fathers,  that  under  no  circumstances  ought  a bond  to  be  issued  payable  abso- 
lutely so  long  a period  from  date.” 

Mr.  Morrill,  now  at  the  head  of  the  Finance  Committee  of 
the  Senate,  realizes  too  well  that  the  American  people  are 
emphatically  a debtpaying  people  and  “ do  not  believe  in  perpetual 
mortgages,**  to  give  his  assent  to  any  scheme  of  funding  lia- 
bilities of  the  civil  war,  in  forty-year  bonds,  maturing  more 
than  half  a century  after  the  surrender  of  Appomattox. 

And  Mr.  Sherman,  now  at  the  head  of  the  Treasury 
Department,  may  be  relied  upon  to  see  that  all  the  laws  in 
respect  to  the  sinking  fund  are  faithfully  carried  out,  and 
especially  the  law  which  gives  to  that  fund  a lien  on  the 
customs  revenues,  second  only  to  the  lien  for  the  interest  on 
the  public  debt.  As  he  said  in  1870,  that  revenue  is  ^pledged, 
mortgaged**  and  until  the  claims  on  it  of  the  interest  and 
sinking  fund  are  completely  satisfied,  neither  Congress,  nor 
any  executive  officer,  has  any  better  right  to  touch  a dollar 
of  it,  than  to  take  the  private  property  of  a citizen. 

It  is  sometimes  said,  that  in  certain  years  since  the  Civil 
War  reductions  of  the  debt  have  been  made  in  excess  of  the 
sinking  fund,  and  that,  taking  the  whole  period  since  the 
war,  the  aggregated  reduction  somewhat  exceeds  what  it 
would  have  been,  if  the  exact  sinking  fund,  no  more  and  no 
less,  had  been  applied  to  the  debt  in  each  and  every  year. 
This  is  admitted  to  be  true,  although  the  figures  of  some 
computations,  and  even  of  some  official  computations,  of  this 
excess  of  past  reductions,  are  open  to  many  criticisms.  It  is 
quite  unnecessary,  however,  to  spend  time  upon  exact  figures, 
as  the  position  is  wholly  untenable,  that  any  excess  of 
past  reductions,  great  or  small,  can  offset  present  and  future 
obligations  to  the  sinking  fund.  The  limits  of  that  fund  are 
not  a maximum,  but  a minimum,  of  annual  appropriations  to 
the  debt.  Not  less  than  a certain  sum  must  be  paid  in  each 
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and  every  year,  and  as  much  more  as  the  country  finds  itself 
able  and  inclined  to  pay.  All  questions  of  this  kind  are 
settled  and  concluded,  both  for  the  past  and  for  the  future, 
by  the  Revised  Statutes  enacted  in  1874. 

Sections  3694  and  3696  of  those  Statutes  are  as  follows : 

“ Section  36^4.  The  coin  paid  for  duties  on  imported  goods  shall  be  set 
apart  as  a special  fund,  and  shall  be  applied  as  follows : — 

First. — To  payment  in  coin  of  the  interest  on  the  bonds  and  notes  of  the 
United  States. 

Second. — To  the  purchase,  or  pa3nnent  of  one  per  centum  of  the  entire  debt 
of  the  United  States,  to  be  made  within  each  nscal  year,  which  is  to  be  set 
apart  as  a sinking  fund,  and  the  interest  of  which  shall,  in  like  manner,  be 
applied  to  the  purchase  or  payment  of  the  public  debt,  as  the  Secretary  of  the 
Treasury  shall  from  time  to  time  direct. 

“ Third. — The  residue  to  be  paid  into  the  Treasury. 

“Section  3696.  In  addition  to  the  amounts  that  may  be  applied  to  the 
redemption  or  payment  of  the  public  debt,  an  amount  equal  to  the  interest 
on  all  bonds  belonging  to  the  sinking  fund  shall  be  applied,  as  the  Secreta^ 
of  the  Treasury  shall  from  time  to  time  direct,  to  the  payment  of  the  public 
debt’» 

These  were  the  plain  rules  for  the  government  of  the 
Treasury  Department  prescribed  in  1874.  Everything  is 
definite;  the  amount  of  payment  within  each  fiscal  year  y* 
the  fund  out  of  which  it  is  to  be  made.  No  reduction  on 
account  of  any  previous  payments  is  authorized  by  this  legis- 
lation, which,  by  fixing  a clear  rule  for  the  future,  concludes 
all  the  past. 

And  the  legislation  in  Section  3697  concludes  and  shuts 
off  any  new  questions  which  might  be  raised  in  consequence 
of  an  excess  of  payment  on  the  five-twenty  bonds  beyond 
the  sinking  fund,  which  might  be  made  in  any  year  subse- 
quent to  1874. 

That  Section,  which  immediately  follows  those  relating  to 
the  sinking  fund,  authorizes  the  Secretary  of  the  Treasury  to 
redeem  any  of  the  five-twenty  bonds,  “ with  any  coin  in  the 
Treasury  which  he  may  lawfully  apply  to  such  purpose f that  is  to 
say,  with  any  coin  left  free  to  be  used,  and  not  set  apart  for 
the  interest  and  sinking  fund  of  the  public  debt.  Everything 
is  clear,  in  both  letter  and  intent.  To  the  extent  of  the 
interest  and  sinking  fund  of  the  public  debt,  the  coin  duties 
are  absolutely  and  specifically  set  apart,  and  placed  beyond 
any  discretionary  control.  But  as  to  any  excess  of  coin 
beyond  that  setting  apart,  and  therefore  lawfully  disposable, 
the  Secretary  is  authorized,  but  not  required,  to  buy  in  any 
of  the  five-twenty  bonds.  It  was  thus  the  expectation  of  the 
legislators,  that  circumstances  might  permit  greater  payments 
on  the*  public  debt  than  those  of  the  sinking  fund.  Such 
greater  payments  were  contemplated  and  provided  for,  and 
no  authority  is  given,  or  can  possibly  be  implied,  to  treat 
such  greater  payments,  if  they  should  in  fact  be  made,  as 
deductions  to  be  taken  in  succeeding  years  from  the  sinking 
fund. 
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Section  3697  of  the  Revised  Statutes,  as  appears  both  from 
the  marginal  reference  and  from  the  language  of  it,  is  a 
revision  of  a similar  provision  of  the  Funding  Act  of  July  14, 
1870.  It  will  be  seen,  in  the  Senate  discussions  of  the  Act  of 
July  14,  1870,  that  Mr.  Sherman  thought  that  this  pro- 
vision might  be  needed  to  remove  any  possible  doubt  of  the 
power  of  the  Secretary  of  the  Treasury  to  pay  off  bonds 
beyond  the  limits  of  the  sinking  fund.  The  then  Secretary 
(Mr.  Boutwell)  had  already  exercised  such  a power.  He 
exercised  it  more  largely  after  the  Act  of  July  14,  1870,  and 
it  is  these  extra  purchases  of  bonds  made  after  the  Act  of 
July  14,  1870,  and  expressly  authorized  by  that  Act  to  be 
made  in  addition  to  the  purchase  of  bonds  for  the  sinking 
fund,  which  certain  parties  endeavored  to  persuade  Mr.  Bris- 
tow, a succeeding  Secretary,  to  treat  as  superseding  the 
sinking  fund  for  the  future.  Mr.  Bristow  could  not  be  per- 
suaded to  take  that  view  of  the  subject,  and  it  is  on  the  con- 
struction of  law  settled  by  him,  that  the  sinking  fund  is  now 
stated  at  the  Treasury  Department,  and  will  undoubtedly  con- 
tinue to  be  stated.  Mr.  Bristow’s  successor  ( Mr.  Morrill ) did, 
it  is  true,  insert  in  his  report  of  last  December,  a table  of 
the  past  reductions  of  the  public  debt,  which  was  calculated 
and  perhaps  intended  to  satisfy  Congress  that  the  existing 
-sinking  fund  might  be  suspended  for  a short  time  without  a 
breach  of  public  faith.  But  that  was  merely  an  opinion  of 
Mr.  Morrill,  as  to  the  propriety  of  a change  in  the  existing 
law.  No  such  change  was  made  in  it  by  Congress.  As  to 
what  the  law  actually  now  is,  Mr.  Morrill  assumed  the  con- 
struction to  be  what  Mr.  Bristow  decided  it  to  be,  and  stated 
the  amount  of  the  sinking  fund  for  the  current  fiscal  year 
accordingly.  Mr.  Sherman,  of  course,  will  continue  the  same 
construction,  and  indeed,  no  other  is  possible. 

Until  the  present  fiscal  year,  the  customs  revenue  has 
always  been  largely  in  excess  of  the  two  liens  on  it,  first  for 
the  interest,  and  second  for  the  sinking  fund  of  the  debt. 
This  year,  there  will  be  a slight  deficiency,  if  the  Treasury 
estimate  of  last  December,  127  million  dollars,  proves  to  be 
correct.  The  interest  may  be  taken  at  ninety-five  millions, 
and  the  sinking  fund  for  this  year  is  $33,705,806.  But  the 
amount  of  annual  interest  on  the  debt  is  being  diminished 
by  refundings,  and  the  customs  revenue  may  be  expected  to 
improve  as  business  revives.  And  while  the  customs  revenue 
is  the  only  one  set  apart  for  the  sinking  fund,  all  money  in 
the  Treasury,  however  arising,  not  otherwise  appropriated,  is 
permanently  appropriated  for  it  by  the  following  Section  of 
the  Revised  Statutes : 

“ Section  3689.  There  are  appropriated,  out  of  any  moneys  in  the  Treasury 
not  otherwise  appropriated,  for  tne  purposes  hereinafter  specified,  such  sums  as 
may  ^ necessary  for  the  same  respectively;  and  such  appropriations  shall  be 
deemed  permanent  annual  appropriations.” 
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“ Sinking  fund  : 

“Of  one  per  centum  of  the  entire  debt  of  the  United  States,  to  be  set  apart 
as  a sinking  fund  for  the  purchase  or  payment  of  the  public  debt,  in  such  man* 
ner  as  the  Secretary  of  the  Treasury  shall  from  time  to  time  prescribe.” 

The  payments  made  from  July  i,  1876,  to  April  i,  1877, 
towards  the  sinking  fund  of  the  current  fiscal  year,  have  been 


as  follows  : 

In  redeeming  CTeenbacks $7,116,080 

“ fractional  currency. 11,006,629 

Total $18,122,709 


The  sum  of  ^11,006,629,  is  the  amount  of  fractional  cur- 
rency redeemed  within  the  period  named.  In  the  months  of 
April,  May,  and  June,  of  1876,  the  redemption  was  $8,157,739, 
of  which  only  $7,062,142,  Was  carried  to  the  account  of  the 
sinking  fund  of  that  year.  It  is  possible  that  the  difference 
of  $ 1,095,595,  may  be  carried  to  the  account  of  the  sinking 
fund  of  this  year.  In  that  case,  the  payments  made  on 
account  of  it,  to  April  i,  1877,  are  $ 19,218,304.  . 

In  round  numbers,  the  payments  required  to  be  made  for 
the  sinking  fund  between  April  i and  July  i,  of  this  year, 
are  fourteen  or  fifteen  million  dollars.  The  means  available 
for  the  purpose  are  ample,  being  firsts  the  cash  in  the  Treas- 
ury, which  is  fully  twice  what  is  needed  for  a workings 
balance,  and  second,  the  accruing  surplus  revenue  of  this 
period  of  three  months.  On  this  last  point,  the  country  may 
be  hopeful,  as  all  the  changes  now  being  made  in  executive 
administration,  are  undoubtedly  in  the  direction  of  reform 
and  economy. 

Of  the  fourteen  or  fifteen  million  dollars  of  debt  still  to  be 
redeemed  during  the  current  year,  it  is  uncertain  what  propor- 
tion will  consist  of  greenbacks  and  fractional  notes,  and  what 
proportion  of  bonds. 

The  sinking  fund  is  the  sheet  anchor  of  the  public  credit. 
Every  attempt  to  tamper  with  it  must  be  resisted  at  the  thresh- 
old. Everything  is  afloat  if  that  fund  is  broken  in  upon. 
The  question  of  maintaining  it  is  nothing  more  or  less  than 
the  question  whether  the  old  American  policy  of  paying  off 
in  periods  of  peace  the  liabilities  incurred  during  wars,  is  to 
be  abandoned,  and  the  European  policy  of  permanent  national 
debts  is  to  substituted  for  it.  If  the  people  are  not  willing 
to-day  to  pay  such  taxes  as  will  steadily  diminish  the  debt, 
they  will  be  less  and  less  willing  to  do  it  hereafter.  Time 
may  add  to  ability  to  pay  debts,  but  it  never  adds  to  the 
disposition  to  pay  them.  The  country  was  never  so  ready  to 
pay  taxes  to  reduce  the  liabilities  of  the  civil  war,  as  when 
its  events  were  fresh,  and  when  the  patriotism  which  had 
sustained  it  was  still  warm  and  glowing. 

No  more  bonds  must  be  issued  on  any  pretence  whatever, 
until  the  stress  of  a new  war  shall  again  subject  us  to  that 
deplorable  necessity. 
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RESUMPTION  AND  FUNDING. 

BY  DUDLEY  P.  BAILEY,  JR. 

Whatever  else  may  be  said  respecting  the  financial  policy 
of  the  Government  for  the  last  nine  years,  it  may  at  least 
in  its  main  features  claim  the  merit  of  consistency.  The 
steady  aim  of  this  policy  has  been  to  reduce  and  fund  the 
bonded  debt,  to  the  neglect  of  the  far  more  important  duty 
of  reforming  the  currency.  The  Resumption  Act  has  indeed 
been  passed,  but  not  a single  step  has,  so  far  as  the  pub- 
lic is  informed,  been  taken  to  carry  out  its  most  important 
provisions.  Under  the  Act  of  1874,  the  National  Banks  have 
done  more  towards  bringing  the  currency  back  to  a specie 
basis  than  all  the  action  of  the  Government.  It  is  indeed  a 
subject  of  congratulation  that  in  the  last  three  years  so 
much  progress  has  been  made  in  the  right  direction ; but  we 
have  been  almost  dragged  along  by  the  force  of  circum- 
stances instead  of  hastening  with  willing  feet. 

Only  twenty  months  yet  remain  in  which  to  complete  the 
necessary  preparations  for  resumption,  and  so  far  from  enter- 
ing upon  this  necessary  work,  the  Government  still  adheres 
to  a policy  tending  to  deplete  the  Treasury  and  the  country 
of  its  too  limited  stock  of  coin.  By  the  last  debt  statement, 
the  Government  owned,  on  the  ist  of  April,  only  $38,538,885 
in  coin  above  gold  certificates  against  $44,941,184  July  i, 

1876;  $58,058,110  July  I,  1875;  $51,380,204  July  I,  1874; 
$56,062,808  July  I,  1872,  and  $78,228,929  July  i.  1870.  The 
figures  are  taken  from  the  debt  statements,  which  usually 
require  some  corrections,  and  they  do  not  show  how  much  • 
of  the  Treasury  balance  for  the  last  two  years  has  consisted 
of  subsidiary  silver  coin.  But  it  is  evident  that  the  policy 
pursued  by  the  Treasury  Department  has  in  the  last  seven 
years  weakened  it  in  its  metallic  stock  by  the  sum  of 
$30,000,000.  The  funding  operations  have  so  far  operated  in 
the  same  way.  The  amount  of  called  five-twenty  bonds  held 
in  Europe  has  usually  hitherto  been  greater  than  that  of  the 
new  funding  bonds  sold  there,  and  the  balance  must  of 
course  be  remitted  in  some  other  form,  either  causing  exports 
or  preventing  imports  of  specie.  For  a considerable  period 
the  commercial  balance  of  trade  has  been  so  much  in  our 
favor,  that  on  the  whole  the  United  States,  for  the  first  time 
in  many  years,  has  imported  more  specie  than  it  exported. 

There  are  now,  however,  indications  that  this  favorable  con- 
dition of  the  exchanges  is  not  to  be  of  long  continuance. 

Of  late  the  quotations  for  exchange  on  London  have  shown 
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an  upward  tendency,  and  may  at  any  moment  reach  a point 
at  which  the  late  additions  to  our  metallic  stock  will  com- 
mence to  leave  us.  Neither  the  Government  nor  the  country 
has  any  gold  to  spare  if  specie  payments  are  to  be  resumed 
at  the  appointed  day.  Secretary  Morrill,  in  his  annual  report, 
estimates  that  to  insure  this  result,  half  as  much  coin  will 
be  needed  as  there  shall  be  United  States  notes  outstand- 
ing when  the  redemption  commences.  If  contraction  pro- 
ceeds no  more  rapidly  than  during  the  last  two  years,  there 
will  be  nearly  $350,000,000  of  greenbacks  awaiting  redemp- 
tion on  the  first  of  January,  1879,  requiring  at  least 
$175,000,000  of  coin,  of  which  the  Government  has,  after 
deducting  what  it  needs  for  ordinary  disbursements,  not 
over  $25,000,000.  To  acquire  the  remaining  $150,000,000  in 
season,  it  must  accumulate  on  an  average  about  $7,500,000 
per  month.  The  monthly  withdrawal  of  this  sum  from  a 
market  so  scantily  supplied  as  our  own,  is  no  trifling  mat- 
ter, but  to  defer  still  longer  the  commencement  of  the 
necessary  preparations,  will  require  a more  rapid  accumu- 
lation, and  augment  by  so  much  the  shock  to  the  money 
market. 

The  only  way  under  the  Resumption  Act  by  which  the 
Government  can  secure  the  necessary  amount  of  gold,  is  by 
the  sale  of  bonds  for  money,  and  not  in  exchange  for  five- 
twenties.  If  the  funding  operations  stand  in  the  way  of 
thus  accumulating  coin,  the  time  is  fast  approaching  when 
the  Secretary  of  the  Treasury  will  (in  the  absence  of  fur- 
ther legislation)  either  have  to  give  up  funding  for  the 
present,  or  let  resumption  go  by  default.  By  the  agreement 
with  the  Syndicate  in  August,  1876,  he  agreed  to  call  in  five- 
twenties  as  fast  as  the  new  four  and  a-half  per  cent,  bonds 
were  subscribed  for.  The  right  of  the  Syndicate  to  sub- 
scribe for  the  remainder  of  the  new  bonds  expires  by  its 
own  limitation  on  the  30th  of  June  next,  and  the  Secretary 
has  had  the  right  at  any  time  since  March  4 to  terminate 
the  agreement,  by  giving  ten  days’  notice.  He  can,  there- 
fore, soon  resume  the  power  to  suspend  temporarily  the 
funding  operations,  and  can  then  sell  bonds  for  coin  until  a 
sufficient  supply  is  accumulated.  This  and  not  funding 
should  now  be  the  leading  aim  of  our  financial  policy,  and 
so  far  as  the  two  cannot  be  carried  along  together,  the 
former  should  have  the  preference.  It  is  time  to  abandon 
the  imbecile  policy  which  instead  of  grappling  with  the 
greatest  financial  question  before  the  country,  has  drifted 
helplessly  at  the  mercy  of  circumstances.  The  country  needs 
a new  departure  in  its  financial  as  well  as  in  its  political 
administration. 

These  views  by  no  means  militate  against  the  plan  of  fund- 
ing a portion  of  the  United  States  notes,  as  proposed  in  the 
Sherman  bill,  introduced  into  Congress  at  the  late  session. 
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A contraction  of  the  currency  and  the  accumulation  of  a 
coin  reserve  are  both  important,  and  the  former  should,  if 
possible,  accompany  and  supplement  the  latter.  But  it  is 
hardly  worth  while  to  waste  much  precious  time  waiting  for 
new  legislation,  which  may  never  come. 

Business  suffers  from  the  impotency  of  our  National  policy 
in  relation  to  the  currency.  Doubtless  one  cause  of  the  per- 
sistent depression  of  industry  and  trade  is  to  be  sought  in 
the  unskilled  management  of  the  currency.  If  our  present 
suspension  of  specie  payments  had,  as  in  previous  crises, 
been  a bank  of  suspension,  the  matter  would  have  been  in 
skilled  hands,  and  the  banks  by  contracting  their  obligations 
and  accumulating  specie  to  meet  those  that  remained  out- 
standing, would  have  placed  themselves  in  a condition  to 
resume  specie  payments  within  a few  years  after  the  close  of 
the  war.  But  as  the  present  is  a government  and  not  a 
bank  suspension,  the  case  is  different.  The  unskillfulness 
and  moral  obtuseness  of  governments  in  such  matters,  are 
proverbial.  It  cannot  be  denied  that  the  failure  of  the  Gov- 
ernment thus  far  to  make  any  adequate  preparations  for 
resumption,  has,  to  the  great  injury  of  business,  created  a 
lurking  doubt  whether  specie  payments  are  really  to  be 
resumed  at  the  time  appointed.  It  is  becoming  more  and 
more  evident  every  day  that  business  cannot  find  solid  bot- 
tom, except  on  a specie  basis.  The  sandy  foundation  of 
paper  money,  on  which  our  financial  structure  has  rested  for 
the  last  fifteen  years,  yields  continually.  If  the  Government 
were  plainly  making  adequate  preparations  to  resume,  the 
paralyzing  uncertainty  as  to  what  constitutes  a dollar  would 
be  removed,  the  public  would  know  what  to  depend  on,  and 
one  of  the  chief  causes  of  the  existing  stagnation  would 
disappear. 

The  almost  unrivaled  credit  of  the  Government  makes  its 
power  in  the  money  market  equal  to  the  accomplishment  of 
great  results,  and  the  Resumption  Act  places  this  vast  power 
in  a great  measure  at  the  disposal  of  the  Secretary  of  the 
Treasury,  to  be  used  in  preparing  for  the  redemption  of 
United  States  notes.  The  existence  of  the  power  carries  with 
it  a corresponding  responsibility. 


Title  to  a Promissory  Note.— In  the  case  of  Caldwell  et  at  vs.  Lawrence 
(appeal  from  Warren),  the  Supreme  Court  of  Illinois  holds  that  when  one 
having  the  legal  title  to  a promissory  note  sues  the  maker,  it  is  no  defense 
to  uiw  that  the  equitable  title  is  in  another  person.  Suit  is  rightfully 
brought  by  the  party  in  whom  the  legal  title  exists,  and  it  can  make  no  differ- 
ence to  a defendant  who  is  equitably  entitled  to  the  process. 
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ECONOMY  AND  THE  REVIVAL  OF  BUSINESS. 

BY  ALBERT  S.  BOLLES. 

Discussion  has  long  been  rife  as  to  the  causes  of  “ the  hard 
times,”  yet  even  some  authorities  who  profess  to  know  pretty 
nearly  everything  about  such  matters,  have  shot  far  away  from 
the  truth.  Thus,  the  Nation^  in  an  article  upon  “ Profitable  and 
Unprofitable  Economy,”  after  remarking  that  ‘‘the  current 
newspaper  advice  on  the  subject  needs  considerable  revision,” 
adds  : “ The  restoration  of  confidence  is  after  all  the  great 
thing  we  need;  not  more  money  . . or  low  living  . . to 
bring  about  a return  of  prosperity.” 

The  Nation's  specific,  we  believe,  would  not  have  the  effect 
desired  ; and,  had  the  diagnosis  of  the  case  been  thorough, 
the  remedy  mentioned  never  would  have  been  applied.  What, 
then,  is  the  difficulty  t Many  have  lost  heavily  by  the 
Chicago  and  Boston  fires,  and  other  inevitable  calamities,  and 
by  bad  investments.  Consequently,  their  incomes  are  reduced, 
and  they  cannot  spend  as  much  as  formerly,  without  cutting 
into  the  principal  remaining.  No  one  will  intelligently  assert 
that  they  ought  to  do  this.  But  no  other  alternatives  are 
open  to  them — they  must  diminish  the  aggregate  of  their  pur- 
chases, or  their  property  will  be  diminished.  If  they  continue 
in  their  former  way,  spending  as  much  as  ever,  and  exceed- 
ing their  income,  bankruptcy  is  inevitable.  Although  this 
latter  alternative  may  be  chosen  and  followed  for  a season, 
it  is  evident  that,  ultimately,  all  must  live  within  their  means, 
however  small,  else  National  bankruptcy  would  ensue.  This 
being  true,  purchases  must  be  less  in  consequence  of  a 
reduced  income  ( prices  remaining  the  same ),  and,  therefore, 
consumption  and  production  are  checked. 

The  truth  of  the  foregoing  observations  may  perhaps 
appear  the  more  clearly  through  an  illustration.  Mrs.  A.,  for 
many  years  previous  to  the  Chicago  fire,  had  taken  a kindly 
interest  in  the  welfare  of  some  Indians,  and  had  contributed 
liberally  of  her  means  in  order  to  clothe  them  and  supply 
other  wants.  The  sum  thus  given  was  her  income  from  an 
insurance  company.  That  concern,  having  suffered  severe 
losses  by  the  Chicago  fire,  was  obliged  to  suspend  dividends, 
and  so  Mrs.  A.  was  obliged  to  withdraw  her  support  from 
the  Indians.  Not  having  their  usual  funds  wherewith  to 
make  purchases,  the  Indians  could  not  buy  their  accustomed 
quantity  of  clothing  and  other  things.  Their  loss  of  funds  of 
course  affected  the  manufacturer,  who  was  obliged  to  reduce 
production  ; and  then  the  operatives  suffered  in  turn  from  loss 
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of  employment.  Exchanges  becoming  dull,  stores  are  vacated, 
men  fail,  and  capital  becomes  idle.  Such  has  been  the  course 
of  business  during  the  past  few  years  arising  from  the  loss 
of  property. 

The  question  now  is  how  are  we  going  to  get  out  of 
trouble  ? The  Nation  says  : “ The  restoration  of  confidence  is 
the  great  thing  we  need.’*  Confidence  had  nothing  to  do  with 
the  fires  in  Boston  and  Chicago  ; nor  with  the  stoppage  of 
mills  and  furnaces  since  the  panic  of  1873.  These  terrible 
calamities  had  a different  origin  ; and  no  amount  of  confidence 
can  make  good  the  wealth  thus  destroyed,  which  is  the  real 
cause  of  our  difficulty.  The  country  is  suffering  from  a loss  of 
wealth,  not  loss  of  confidence.  What  people  are  seeking  to  do 
is  to  recover  their  lost  possessions  ; by  the  practice  of  no  mag- 
ical art,  like  the  restoration  of  confidence,  can  this  be  done. 
It  must  come  by  readjusting  profits  and  prices  so  that  the 
purchasing  power  now  existing  will  buy  as  much  as  it  would 
before  the  great  losses  occurred  of  which  we  have  spoken. 

In  other  words,  when  prices  are  so  reduced  that  all  can 
purchase  in  the  aggregate  just  as  much  with  their  diminished 
means  as  previously,  they  will  purchase  as  much,  and  as 
much  will  be  made  and  consumed.  Before  that  time  arrives, 
however,  what  will  take  place  ? Capital,  finding  no  chance 
to  invest  at  its  old  rates,  will  offer  itself  for  less  ; the  land- 
lord, rather  than  have  his  store  empty,  will  cut  down  his 
rent ; the  laborer,  in  order  to  retain  or  get  a situation,  will 
work  for  lower  wages ; and  the  exchangers  and  the  manufac- 
turers will  lessen  their  margins  of  profit.  The  consequence 
flowing  from  these  changes  will  be,  more  purchases  for  the 
same  amount  of  income,  than  formerly  ; increase  of  consump- 
tion, followed  by  enhanced  production.  This  is  the  way,  and 
by  no  other,  has  a nation  ever  recovered  from  depression  in 
business  arising  from  a loss  of  wealth. 

The  Nation  truly  remarked  that  if  foreign  trade  increases, 
we  may  recuperate  our  shrunken  wealth  by  selling  our  pro- 
ducts abroad  ; and  there  is  a very  fair  prospect  for  the  dis- 
posal of  our  surplus  products  in  this  manner.  This  fact 
throws  light  upon  the  one  just  mentioned,  namely,  that  what 
we  need,  and  are  trying  to  obtain,  is  greater  purchasing 
power.  This  must  come  in  some  way,  either  by  a reduction 
of  prices,  or  by  an  augmentation  of  National  wealth,  before 
prosperity  can  return.  Undoubtedly,  if  this  purchasing  power 
could  be  gained  by  increasing  foreign  trade,  there  would  be 
far  less  suffering  here  than  by  reducing  prices. 

It  is  true  when  business  is  paralyzed  from  want  of  confi- 
dence, the  restoration  of  it  brings  prosperity.  Thus,  the 
panic  of  1857  opened  with  the  failure  of  the  Ohio  Life  and 
Trust  Company,  followed  by  the  non-payment  of  the  obliga- 
tions of  the  Michigan  Southern,  and  New  York  and  Erie 
railroads.  The  failure  of  these  concerns  caused  people  and 
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moneyed  institutions  to  be  distrustful,  especially  the  banks, 
which  suddenly  began  to  withhold  their  usual  discounts.  The 
result  of  their  action  speedily  appeared  in  general  suspension 
and  bankruptcy.  The  effects  of  the  panic,  however,  soon 
passed  away,  because,  as  not  much  wealth  was  lost,  but 
merely  confidence,  the  proper  remedy — the  restoration  of  con- 
fidence— was  quickly  applied.  Banks  began  to  discount  freely, 
their  customers  were  able  to  make  their  payments,  and  busi- 
ness rapidly  revived.  But  now,  there  is  a loss,  not  so  much 
of  confidence,  as  of  property.  There  is  a diminished  fund 
for  the  purchase  of  commodities.  And  there  is  no  other 
remedy  except  to  increase  the  power  of  the  purchase  fund, 
which  is  usually  effected  by  reducing  prices. 

Not  a few  believe  that  a return  to  specie  payments  would 
bring  prosperity  to  the  Nation.  It  is  true  that  in  flooding 
the  land  with  paper  money  the  old  price-marks  were  swept 
away  ; and  ever  since,  a great  deal  of  suffering  has  been 
experienced  on  account  of  the  inequality  of  prices  occasioned 
by  its  use.  The  prices  of  commodities  did  not  go  up  in  equal 
proportions  ; besides,  an  additional  sum  was  charged  as  a 
kind  of  insurance  premium  to  cover  prospective  depreciation 
of  the  currency.  A return  to  specie  payments  would  remove 
the  speculative  element  in  prices,  and  would  tend  to  equalize 
and  fix  them,  and  this  would  be  a great  gain  ; but  the  use 
of  gold  as  a standard  of  value,  instead  of  paper,  would  not 
restore  the  wealth  destroyed,  which  is  the  main  cause  of  the 
depression  in  production  and  exchange. 

On  the  other  hand,  by  returning  to  specie  payments  no 
such  harm  would  befall  the  debtor  class,  or  any  other  class, 
as  many  imagine.  Those  who  spend  all  their  earnings  about 
as  fast  as  they  get  them,  are  certainly  as  well  off  with  a gold 
currency  as  with  a paper  one,  because  if  they  get  less  for  what 
they  sell,  so  do  they  buy  at  corresponding  rates.  It  is  the 
debtor  class  only  who  are  affected  by  a diminution  of  prices; 
and  as  these  have  greatly  and  generally  declined,  notwith- 
standing the  volume  of  paper  currency  has  remained  unchanged, 
and  will  continue  to  decline  in  spite  of  the  currency  at 
present  existing,  as  much  as  they  would  if  gold  were  substi- 
tuted therefor,  no  harm  will  happen  to  the  debtor  class  from  the 
substitution.  For  example,  a farmer  pays  his  obligations  with 
the  income  derived  from  the  produce  of  his  farm.  Now,  if 
the  gold  price  be  as  high  as  the  paper  price,  how  can  he 
suffer  by  the  substitution  of  gold  for  paper.?  If  the  use  of 
paper  tends  to  buoy  up  prices,  then  it  is  clearly  for  the  inter- 
est of  the  debtor  class  to  keep  the  present  currency  in  circu- 
lation ; but  there  are  causes  at  work  more  potent  than  any 
kind  of  money  reducing  and  equalizing  prices.  There  has 
been  no  contraction  of  the  currency  since  the  early  years  of 
Mr.  McCulloch’s  administration  of  the  Treasury,  yet  prices 
have  been  dropping  during  the  last  ten  years,  and  especially 
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since  1873.  The  effect  of  returning  to  specie  payments,  there- 
fore, so  far  as  prices  are  concerned,  has  been  already  expe- 
rienced, through  the  working  of  a different  cause  than  con- 
traction of  the  currency ; and  there  need  be  no  fear  of  a 
further  shrinkage  of  prices  in  consequence  of  adopting  a 
gold  measure,  of  them.  If  the  currency  could  be  inflated, 
prices  would  undoubtedly  advance,  and  every  debtor  would 
get  more  for  what  he  sold,  and,  consequently,  could  discharge 
his  debts  more  easily.  But  the  evils  springing  from  inflation 
are  so  patent  that  but  few  have  the  temerity  to  advocate 
anything  of  the  kind.  In  this  peaceful  time  inflation  means 
dishonesty  and  repudiation,  and  it  were  better  to  enact  a law 
compelling  creditors  to  accept  a portion  of  what  is  due  them 
in  discharge  of  the  whole  amount,  than  to  inflate  the  cur- 
rency. While,  therefore,  the  return  to  specie  payments  will 
have  no  such  marvelous  effect,  as  some  believe,  in  restoring 
life  and  prosperity  to  business,  neither  will  this  step  reduce 
prices  any  lower  than  they  will  go  under  the  present  cur- 
rency, nor  render  it  more  difficult  for  debtors  to  discharge 
their  obligations.  This  class  can  be  aided  only  by  an  infla- 
tion sufficient  to  raise  prices  and  thus  enable  them  to  accu- 
mulate more  rapidly  than  they  do  now  ; but  this  move  the 
country  is  not,  and  we  trust  never  will  be,  prepared  to  make. 

Nor  would  an  increase  of  paper  money  augment  the 
amount  of  capital  existing  in  the  country,  and  in  that  way 
lighten  the  burdens  of  business  men.  What  is  needed  is 
more  wealth ; if  that  which  is  lost  could  be  replaced,  there 
would  be  an  immediate  restoration  of  prosperity,  but  no 
increase  of  paper  currency  will  add  one  dollar  to  the  nation’s 
wealth.  The  larger  quantity  would  have  no  more  value  than 
the  present  amount,  probably  not  quite  as  much ; and  so  the 
purchasing  power  would  remain  unchanged.  The  only 
remedy  is  an  increase  of  wealth,  not  an  increase  of  the  cir- 
culating medium. 

Perhaps  the  conclusion  we  have  reached  may  be  more 
clearly  seen  by  looking  at  the  matter  in  another  way. 
Prior  to  the  recent  panic,  the  annual  production  and  exchange 
of  commodities  had  become  accommodated  to  the  amount  of 
wealth  annually  exchanged  for  them.  This  sum,  within  a 
short  period,  has  greatly  diminished.  Now,  it  is  evident  that, 
if  the  prices  of  commodities  remain  the  same,  there  is  only 
purchasing  power  enough  to  buy  a portion  of  them.  In 
order,  therefore,  to  stimulate  sales,  prices  are  reduced ; but 
before  the  restoration  can  be  complete,  prices  must  decline 
pretty  generally  in  all  things.  The  price  of  many  kinds  of 
labor,  however,  still  remains  high ; so  do  the  profits  of  retail 
merchants,  especially  outside  of  the  large  cities ; also,  the 
price  of  meats,  and  often,  rents.  Every  person  is  desirous  of 
seeing  the  price  of  all  things,  save  his  own,  sink ; so  each 
one  is  strugging  along,  maintaining  the  price  of  his  product 
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as  best  he  can,  ignoring  the  fact,  or  trying  to  ignore  it, 
that  all  must  share  in  the  reduction  of  prices  before  perma- 
nent prosperity  is  restored.  People  look  wistfully  to  the 
extension  of  foreign  trade,  to  a restoration  of  confidence,  to 
specie  payments,  or  to  an  increase  of  paper  moaey,  trying  to 
believe  that  heroic  treatment  is  not  necessary  in  order  to 
escape  destruction.  But  it  is,  and  the  sooner  the  nation 
accepts  the  truth  and  applies  such  treatment  the  sooner  will 
it  recover.  No  one  class  can  bear  the  reduction  singly ; an 
attempt  to  do  so  would  end  in  failure.  All  must  suffer  in 
their  due  proportion.  The  heavy  losses  sustained  in  the 
beginning  must  be  borne  by  all  in  the  end,  however 
unwelcome  the  truth  may  be,  and  however  hard  we  may  try 
to  escape  them.  Hence  as  long  as  any  considerable  portion 
of  the  laboring  classes  prefers  to  steal,  starve  or  beg  rather 
than  submit  to  a reduction  of  wages;  and  so  likewise  the 
landlord  as  to  a diminution  of  his  rents ; and  the  grocer  and 
butcher  as  to  smaller  profits  on  their  sales ; industry  and  con- 
sumption will  be  checked,  for  no  one  class  can  permanently 
bear  the  strain  of  lower  prices.  There  must  be  a re-adjust- 
ment  all  around.  When  this  is  done,  there  will  be  a revival 
of  prosperity,  and  not  before. 

The  conclusiveness  of  what  we  have  said  may  not  appear 
clearly  to  all,  for  two  reasons  worthy  of  consideration. 
The  first  reason  is,  if  individuals  purchase  less,  because  their 
incomes  are  smaller,  then  less  will  be  consumed  and  less 
produced  ; capital  will  not  be  worth  as  much ; and  so  the 
shrinkage  will  go  on  until  there  is  nothing  left.  This  is 
not  so,  as  proved  by  experience.  Though  wealth  has  greatly 
diminished  of  late,  yet  purchases,  to  a certain  extent,  con- 
tinue ; hence,  production  and  consumption  continue  to  a 
limited  degree.  Some  are  thrown  out  of  employment;  some 
kinds  of  business  are  conducted  at  a loss ; but  all  forms  of 
industrial  activity  do  not  cease,  because  much  wealth  remains 
wherewith  to  make  purchases. 

The  other  reason  is,  before  the  panic  of  1873  the  entire 
income  of  the  country  was  not  expended  in  purchasing  com- 
modities r why  cannot  people  now  buy  as  much  as  ever  with- 
out infringing  upon  their  principal,  even  though  that  be 
smaller  ? The  answer  is,  the  entire  income  of  the  country  is 
always  expended  in  purchasing  commodities.  The  only  pos- 
sible way  to  increase  wealth  is  by  using  it.  Perhaps  an 
illustration  will  throw  light  on  this  point.  Previous  to  the 
panic,  A.  had  an  income  of  five  thousand  dollars,  one-half  of 
which  he  used  to  spend,  and  invested  the  other  half.  He 
has  lost  one-fifth  of  his  income  by  fires  and  bad  investments. 
Still,  it  is  asked,  why  cannot  he  spend  twenty-five  hundred 
dollars  a year  according  to  custom,  and  if  he  does,  why  will 
not  as  much  be  consumed  and  produced  as  formerly  ? Sup- 
pose he  does  spend  the  latter  sum  as  though  nothing  had 
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happened  to  his  fortunes,  what  then  ? He  has  only  fifteen 
hundred  dollars  to  invest.  Now  A.*s  investments  were  all 
spent  by  other  persons,  otherwise  they  never  would  have  bor- 
rowed his  money  and  paid  him  for  the  use  of  it.  What  did 
they  want  of  it,  if  not  to  spend  it  ? Were  they  going  to  put 
it  in  their  safes  and  pay  him  for  the  privilege  of  keeping 
it  ? Perhaps  he  invests  his  surplus  in  a savings  bank ; this 
institution  loans  it  to  B.  who  buHds  a house  with  it ; A.'s 
money  finally  gets  into  the  hands  of  the  mason,  carpenter, 
painter,  lumber  merchant  and  others.  Every  dollar  is  expended 
by  somebody.  Suppose  A.  invests  his  money  in  real  estate  ? 
Then  the  seller  puts  his  wealth  into  active  use  — for  all 
cannot  hold  fixed  property,  as  the  quantity  is  limited  and 
must  be  created  before  it  can  be  transferred.  A.  invests 
his  money  in  railroad  bonds;  in  this  event  it  is  spent  for 
iron,  fuel,  labor  and  other  things.  It  is  true,  therefore,  that 
the  entire  income  of  the  country  is  always  spent  for  labor 
performed  during  a shorter  or  longer  period.  It  is  evident, 
then,  that  it  is  of  no  consequence  to  producers,  except  as 
hereafter  noted,  whether  A.  spends  his  entire  income  him- 
self, or  loans  it  to  others;  in  either  case,  it  is  all  spent  for 
the  benefit  of  production.  To  reduce  A.*s  income,  therefore, 
is  to  diminish  production,  unless  the  price  of  things  is  dimin- 
ished correspondingly  with  the  loss  of  wealth.  In  other 
words,  production  having  become  adjusted  to  the  wealth 
existing  three  years  ago,  prices  must  be  reduced,  so  that 
the  wealth  remaining  will  have  as  much  purchasing  power 
as  in  1873,  before  production  can  be  as  great.  This  is  the 
price  of  the  restoration  of  prosperity. 

If  this  fact  were  not  heeded,  and  purchases  were  made 
as  though  no  losses  had  occurred,  and  at  the  old  prices,  a 
diminution  of  wealth  would  be  inevitable.  Economy,  con- 
sequently, is  not  optional  with  individuals,  but  a necessity, 
in  order  to  escape  bankruptcy,  until  prices  decline  so  that 
they  can  purchase  in  the  aggregate  as  much  with  their 
smaller  incomes  as  they  could  previously  with  their  larger 
ones. 

The  process  of  recovery,  however,  may  be  supplemented 
and  aided  in  two  ways  — by  greater  industry,  and  by  using 
wealth  more  productively.  A merchant,  finding  the  times 
dull,  proposes  to  dispense  with  the  services  of  one  or  two 
clerks,  and  do  more  work  himself.  Taking  it  for  granted 
that  his  business  will  not  suffer  in  other  respects  from 
doing  clerical  work,  it  is  evident  that  he  saves  the  clerk’s 
salary  by  greater  self  industry.  But  it  may  be  asked,  what 
has  become  of  the  poor  clerk  who  was  dismissed  ? Either  he 
goes  without  work,  or,  what  is  more  probable,  engages  him- 
self at  a reduced  price.  The  amount  of  labor  relieved  in 
this  way  swells  the  volume  of  unemployed  labor  which,  in 
consequence,  is  obliged  to  offer  itself  at  lower  rates.  By 
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doing  this,  production  and  exchange  are  cheapened,  and 
thus  we  come  back  to  the  point  whence  we  started  that, 
by  cheapening  production  it  is  increased  and  prosperity  is 
restored. 

Recovery,  also,  is  hastened  by  a more  productive  use  of 
capital.  We  have  alluded  to  the  case  of  Mrs.  A.  who  could 
not  give  anything  to  the  Indians,  after  losing  a portion  of 
her  income.  She  proposes*  to  recover  her  wealth,  which  can 
only  be  done  by  practising  greater  economy  — by  spending 
less  and  loaning  more.  It  will  be  affirmed  by  some  that 
really  nothing  is  saved,  because  what  she  retains  is  loaned 
to  another  who  spends  it.  Hence,  the  objector  surely  thinks 
there  is  no  augmentation  of  wealth  by  transferring  a portion 
of  Mrs.  A.*s  income  to  some  other  spender.  Whether  this  be 
so  or  not  hinges  on  the  question,  who  would  spend  it  most 
productively  ? If  both  would  spend  it  in  the  same  manner, 
it  is  immaterial  who  pays  it  out.  But  if  Mrs.  A.  would 
spend  it  for  fuel,  horses,  carriages  and  other  things  which 
she  might  dispense  with,  and  for  supporting  Indians  and 
paupers,  and  B.  in  building  a house,  there  would  be  a more 
productive  return  upon  the  money  in  the  latter  case  than 
in  the  former,  for  Mrs.  A.  would  have  nothing,  or  but  very 
little  to  show  for  the  expenditure,  apart  from  the  comfort 
and  pleasure  derived  from  it,  while  B.  would  have  a house. 
Moreover,  he  would  have  paid  for  just  as  much  labor  as 
Mrs.  A,  so  that  the  laboring  classes  would  have  been  as 
well  off  as  though  the  money  had  been  spent  for  coal,  horses, 
carriages  and  the  like.  The  only  difference  is,  the  money 
would  have  gone  into  the  hands  of  different  laborers  in  one 
case,  than  in  the  other.  This,  therefore,  is  what  is  meant  by 
economy,  by  saving — putting  one’s  means  to  a more  produc- 
tive use.  Every  one  who  does  this  hastens  the  day  of  pros- 
perity, by  increasing  the  aggregate  amount  of  wealth.  In 
these  times  when  the  people  are  practising  economy,  they  are 
putting  their  wealth  to  more  productive  uses  than  before, 
and,  therefore,  they  should  be  encouraged  to  continue  in  their 
right  ways.  They  may  not  perfectly  understand  how  economy 
produces  good  effects,  but  these  are  seen,  and  so  they  are 
satisfied.  If,  by  saving,  they  have  more  money  at  the  end 
of  the  year,  they  know  they  are  better  off,  and  this  is  about 
all  which  is  worth  knowing  of  the  matter. 


A bank  book  was  presented  at  the  Springfield  (Mass.)  Institution  for  Savings 
a few  weeks  ago,  which  had  not  been  seen  by  the  bank  officials  since  the  orig- 
inal deposit  was  made  thirty-two  years  ago.  The  amount  of  the  deposit  was 
$300,  while  the  interest  alone  has  amounted  to  $1,649.  During  all  this  time 
die  owner  of  the  book  had  never  entered  the  bank  or  asked  a question  as  to 
her  property,  which  she  now  comes  to  claim. 
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“USURY  AND  THE  NATIONAL  BANKS.'* 

In  the  April  number  of  the  Banker’s  Magazine,  I notice 
an  editorial  article  under  the  above  caption,  reviewing  a 
charge  published  in  the  same  number,  made  by  Judge 
Ketcham,  in  the  United  States  District  Court,  Western  Dis- 
trict of  Pennsylvania,  in  two  suits  vs.  First  National  Bank  of 
Mt.  Pleasant,  Pa. 

About  one  year  ago  I was  led  to  make  a very  careful 
and  thorough  examination  of  all  the  State  Bank  Charters 
passed  by  our  Legislature  since  1855.  As  I think  my  investi- 
gation throws  some  additional  light  upon  the  main  question 
at  issue,  I give  the  result,  and,  although  my  opinions  and 
conclusions  have  no  judicial  authority  or  professional  weight, 
they  may  aid  in  correcting,  what  seem  to  me,  some  very 
grave  errors,  which  are  assumed  by  Judge  Ketcham  to  be 
facts. 

What  is  the  rate  of  interest  that  National  Banks  in  Penn- 
sylvania may  legally  charge  ? Section  30  of  the  National 
Bank  Act  reads  as  follows: 

“ Any  association  may  take,  receive,  reserve  and  charge  on  any  loan  or 
discount  made,  or  upon  any  note,  bill  of  exchange,  or  other  evidence  of 
debt,  interest  at  the  rate  allowed  by  the  laws  of  the  State,  Territory,  or 
district  where  the  bank  is  located  and  no  more,  excepting  that  where^  by  the 
laws  of  any  State,  a different  rale  is  limited  for  Banks  of  issue  organized 
under  State  laws,  the  rate  so  limited  shall  be  allowed  for  associations  organized 
or  existing  in  any  such  State  under  this  title," 

On  this  point,  and  quoting  the  above  Section,  Judge 
Ketcham  says,  . . . “ The  legal  rate  of  interest  in  Pennsyl- 
vania is  six  per  cent.  The  rate  of  discount  allowed  to  banks 
of  issue  is  also  six  per  cent,  and  no  more.  It  is  true  there 
are  some  banks  that  by  special  Acts  of  Assembly  are  allowed 
to  charge  more,  but  these  are  exceptions  to  the  general  law 
of  the  State.  Congress  deals  with  general  rules,  and,  when  tt 
excepts  Banks  of  issue  under  the  State  laws,  it  means  the  general 
law  applicable  to  the  whole  State,  and  relating  to  Banks  of  issue 
all  over  the  State'' 

In  1861  our  Legislature  passed  an  “Act  to  establish  a 
system  of  free  banking  in  Pennsylvania,  and  to  secure  the 
public  against  loss  by  insolvent  banks.” 

Among  other  privileges  granted  by  this  Act  was  that  of 
issuing  circulating  notes.  This,  so  far  as  I am  aware,  was 
the  only  general  Bank  Act  in  force  in  this  State,  at  the  time 
of  the  commencement  of  these  suits,  February  i,  1876,  and 
of  the  one  hundred  and  twenty  or  more  State  Banks  doing 
business  in  Pennsylvania  at  that  time,  I do  not  believe  there 
is  a single  one  that  derived  its  authority  from  this  general  Act, 
57 
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but  each  one  is  incorporated  by,  and  doing  business  under 
a special  Act  of  the  Legislature.  On  the  13th  of  May,  1876, 
another  general  Bank  Act  for  Pennsylvania  was  signed  by 
the  Governor,  which  repealed  all  former  general  Acts  incon- 
sistent therewith,  but  left  special  Acts  undisturbed.  Under 
this  Act  I have  been  informed  that  five  banks  have  been 
organized,  all  in  Pittsburgh. 

Section  30  of  the  National  Bank  Act  above  quoted,  is  part 
of  the  Act  of  June  3,  1864,  at  which  time  all  State  Banks, 
except  Savings  banks  doing  a legitimate  savings  bank  busi- 
ness, were  banks  of  issue.’*  The  Savings  Banks  in  existence 
throughout  the  United  States,  at  the  time  of  the  passage  of 
Section  30,  were  nearly  all,  in  reality,  what  the  name  implied, 
and  managed  exclusively  in  the  interest  of  the  depositors 
who  were  the  sole  recipients  of  all  profits  earned,  over  the 
actual  running  expenses.  These  banks  were  not  allowed  to 
do  a general  banking  business  or  to  issue  notes,  but  were 
restricted  in  regard  to  the  character  of  their  investments, 
and  in  view  of  these  restrictions,  my  impression  is,  that  in 
some  of  the  States  they  were  authorized  to  receive  a larger 
rate  of  interest  on  loans  than  the  regular  rate  allowed  by 
State  laws.  But  on  the  third  of  March,  1865,  (nine  months 
afterwards, ) Congress  passed  an  Act  to  amend  an  Act 
entitled,  ‘An  Act  to  provide  internal  revenue  to  support  the 
Government,*’*  etc.,  which  levied  a tax  of  '‘'‘ten  per  cent,  on  all 
notes  of  any  State  Banky  or  State  Banking  Association,  paid  out  by 
them  after  July  i,  1866.” 

The  effect  of  this  Act  was,  of  course,  to  destroy  all  State 
Banks  “of  issue**  throughout  the  country,  which  it  did  most 
effectually. 

The  question  then  naturally  arises  as  to  what  was  the 
intention  of  Congress  as  expressed  in  Section  30,  and  this 
question  is  very  fully  answered  in  the  case  of  Tiffany  vs. 
The  National  Bank  of  Missouri,  where  Judge  Strong,  in 
delivering  the  opinion  of  the  Supreme  Court  of  the  United 
States,  says: 

. . . . “//  was  expected  that  they  (the  National  Banks) 

would  come  into  competition  with  the  State . Banks,  and  it  was 
intended  to  give  them  at  least  equal  advantages  in  such  compe- 
tition, In  order  to  accomplish  this  they  were  empowered  to  reserve 
interest  at  the  same  rates,  whatever  these  rates  might  be,  which  were 
allowed  to  similar  State  institutions,^' 

As  our  “similar  State  institutions'*  in  Pennsylvania  are 
incorporated  under  special  laws,  we,  certainly,  according  to 
Judge  Strong,  are  “empowered  to  reserve  interest  at  the 
same  rates,  whatever  those  rates  might  be,”  that  are  accorded 
to  them.  What  rates  are  accorded  to  them  ? We  have  in 
Pennsylvania  a large  number  of  banks  that  are  authorized 
by  law  to  reserve  over  six  per  cent,  interest. 

The  majority  of  these  Banks  are  limited  only  to  such  rates  of 
interest  as  may  be  agreed  upon  between  the  bank  and  the  borroiver. 
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The  Section  granting  these  unlimited  powers  in  nearly  all 
these  charters  is  as  follows : 

“The  said  bank  shall  have  power  and  may  borrow  or  lend  money  for 
such  periods  as  the  bank  shall  think  proper ; may  discount  any  bill  of  exchange, 
foreign  or  domestic,  promissory  note  or  other  negotiable  paper,  and  the  interest 
may  be  received  in  advance  ai  such  rates  as  may  be  agreed  upon  by  the 
parties ; and  shall  have  the  right  to  hold  in  trust  or  as  collateral  security  for 
loans,  or  advances,  or  discounts,  estate,  real,  personal  or  mixed,  including  the 
notes,  bonds,  obligations,  or  accounts  of  the  United  States,  individuals  or  cor- 
^rations,  and  to  purcha^,  collect  and  adjust  the  same,  and  to  dispose  thereof 
for  the  benefit  of  said  bank  or  for  the  payment  of  the  debts  as  security  for 
which  the  same  may  be  held  in  any  market  of  the  world,  without  proceeding 
in  law  or  equity  and  for  such  price  and  for  such  terms  as  may  be  agreed  upon 
by  the  said  corporation  and  the  parties  contracting  therewith^ 

Section  No.  5136,  of  the  United  States  Revised  Statutes  in 

regard  to  the  powers  of  a National  Bank,  is  as  follows  : 

“ It  shall  have  power  to  carry  on  the  business  of  banking,  by  discounting 
and  negotiating  promissory  notes,  drafts,  bills  of  exchange  and  other  evidences 
of  debt;  by  receiving  deposits;  by  buying  and  selling  exchange  coin  and  bul- 
lion; by  loaning  money  on  person^  security;  and  by  obtaining,  issuing  and  cir- 
culating notes  according  to  the  provisions  of  this  Title  ” 

Although  not  “ banks  of  issue,”  and  practically  debarred 
from  issuing  notes  by  Act  of  Congress,  3d  March,  1865,  are 
not  .these  Pennsylvania  State  Banks  just  the  kind  of  insti- 
tutions that  Section  30  of  the  National  Bank  Act  was 
intended  to  afford  protection  to  National  Banks  against  ? 

They  are  authorized  to  transact  a regular  banking  business, 

and  to  do  all  that  the  National  Banks  can  possibly  do, 
except  to  issue  notes ; they  come  into  direct  competition 
with  National  Banks  in  many  of  the  counties  of  this  State, 
offering  such  rates  of  interest  for  deposits  as  forces  National 
Banks  to  offer  similar  rates,  thereby  virtually  making  the  dis- 
counting of  paper  at  simple  six  per  cent,  a practical  impos- 
sibility, wherever  they  exist. 

Under  this  state  of  facts,  and  with  so  large  a number  of 
our  Pennsylvania  State  Banks  authorized  by  law  to  take  over 
six  per  cent,  interest,  how  can  the  United  States  Supreme 
Court  (except  as  they  reverse  themselves)  possibly  hold  that 
Pennsylvania  National  Banks  are  guilty  of  any  violation  of 
the  INTENTION  AND  SPIRIT  of  Section  30,  in  doing  the  same 
thing  ? 

E.  F.  Torrey, 

Cashier  Honesdale  National  Bank. 

Honesdale,  Pa.,  April,  1877. 


Digitized  by  CjOOQle 


884 


THE  banker's  magazine. 


IMay, 


LEGAL-TENDER  NOTES  ON  INTEREST. 

On  page  696  of  the  Banker’s  Magazine  for  March  last, 
it  is  proposed  to  place  a limited  portion  of  the  legal-tender 
notes  now  in  circulation,  on  interest,  in  order  that  they 
may  gradually  cease  to  be  used  as  currency,  and  finally  be 
withdrawn  by  conversion  into  bonds,  and  thus  aid  by  con- 
traction our  return  to  specie  payments  as  proposed  by  the 
Act  of  1875. 

If  it  is  true,  as  many  suppose,  that  the  quantity  of  legal 
tenders  in  circulation  has  anything  to  do  with  their  quality, 
or  power,  then  we  should  by  all  means  diminish  the  volume, 
until  the  proper  standard  is  reached.  If  legal  tenders,  bank 
notes,  or  any  other  form  of  currency^  can  be  considered  as 
a cause,  then  let  us  remove  a sufficient  amount  to  give  us 
the  right  condition. 

We  shall  find,  however,  that  currency  is  an  effect,  and  that 
the  volume  required  depends  upon  the  price  and  quantity 
of  property  to  be  exchanged,  and  that  these  are  the  causes 
of  increase  or  diminution  in  the  volume  of  the  various  kinds 
of  paper  with  which  our  transactions  are  effected.  All  this 
paper  is  currency^  but  not  money.  If  from  any  cause,  the 
money  standard  depreciates,  prices  are  inflated,  and  we  not 
only  require  more  bank  notes,  or  other  similar  paper,  for 
small  change,  but  there  is  necessarily  an  immense  increase 
in  the  volume  of  checks,  drafts,  and  bills  of  exchange, 
which  really  constitute  the  great  mass  of  currency  all  over 
the  world,  and  which  we  create  without  the  aid  of  legisla- 
tion, as  it  is  wanted  to  effect  our  exchanges. 

If  gold  is  our  standard,  and  it  is  found  by  sufficient 
experience,  that  the  labor  required  for  its  production  is 
relatively  and  permanently  less,  then  prices  will  as  surely 
rise,  as  would  the  level  of  the  ocean,  by  the  addition  of 
more  water.  But  the  fluidity  of  gold,  or  the  facility  with 
which  it  supplies  a demand  at  any  point,  makes  the  change 
gradual,  and  really  causes  but  little  disturbance,  or  injustice, 
and  therefore,  we  need  not  fear  to  make  our  contracts  by  it, 
as  we  should  have  done  during  the  war,  instead  of  substi- 
tuting paper  which  has  no  value  in  itself,  and  ought  never 
to  be  used  as  money. 

The  legal  tenders  issued  under  the  Act  of  February  25, 
1862,  and  used  as  our  money  standard  since  that  date,  have 
been  constantly  changing  in  their  relation  to  gold,  and  we 
may  justly  ascribe  the  greater  portion  of  the  difficulties 
under  which  we  have  labored  (especially  since  1869)  to  their 
presence. 
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Let  US,  then,  not  only  place  these  notes  on  interest,  and 
convert  them  at  the  earliest  practicable  date  into  bonds,  as 
proposed  in  the  article  referred  to,  but  let  us  provide  for 
treating  the  National  bank  notes  now  in  circulation  in  the 
same  manner,  so  that  the  Government  shall  not  have,  on 
its  own  account,  any  paper  out,  which  is  not  in  a legitimate 
form,  as  a debt,  on  interest. 

Fund  the  notes  in  consols  at  four  per  cent,  per  annum, 
interest  quarterly,'  and  then  issue  new  notes  for  circulation 
by  bankers  who  can  not  only  show  loanable  capital,  invested 
in  short-date  commercial  paper,  but  who  have  in  addition  to 
this,  valuable  productive . securities,  which  can  be  deposited 
with  the  proper  officer  as  a guaranty  that  the  Government 
shall  sustain  no  loss,  by  engaging  that  all  such  notes  shall 
be  equal  to  specie  funds  at  the  clearing  houses,  and  conse- 
quently fit  for  use  by  its  own  agents,  as  well  as ' the  public 
at  large,  in  place  of  coin. 

We  should  never  use  gold,  or  silver,  as  currency,  for  both 
are  too  expensive  and  inconvenient.  We  need  no  gold  for 
currency,  or  the  basis  of  our  currency,  but  simply  as  a 
standard,  having  a well-known,  and  considerably  uniform 
relation  to  labor. 

The  proper  basis  for  all  currency,  including  bank  notes,  is 
to  be  found  in  the  commodities  which  every  one  desires  to 
purchase  at  gold  prices,  but  not  with  gold.  Good  paper 
is  better. 

The  capital  of  the  banker  is  not  in  money,  nor  in  real 
estate,  or  stocks  of  any  kind,  but  is  a portion  undescribed 
(except  by  amount)  of  the  general  stock  of  commodities 
which  we  are  engaged  in  producing,  exchanging  and  con- 
suming, or  otherwise,  converting  into  fixed  forms,  or  real 
estate,  as  instruments  of  further  production. 

The  checks,  drafts,  and  bills  of  exchange  used,  are  like 
so  many  deeds,  and  the  notes  receivable  are  but  mortgages, 
by  which  the  debtor  agrees  at  a stipulated  time  to  return  an 
equivalent.  No  bank  notes  are  necessary,  because  the  banker 
has  a perfect  right  to  issue  checks  payable  at  the  clearing 
house,  for  any  and  all  sums  he  desires  to  represent.  His 
checks  are  like  the  order  on  a store  for  goods,  and  the 
Government  has  no  right  to  dictate  their  form. 

But  the  Government  can,  and  should  say,  that  only  a cer- 
tain kind  shall  be  accepted  and  used  by  its  agents,  and 
these  should  not  only  be  redeemable  at  the  clearing  houses, 
on  demand,  in  funds  equal  to  specie,  but  the  banker  should 
pay  into  the  general  treasury  an  equitable  portion  of  the 
profit  on  the  circulation,  sufficient  to  remove  the  temptation 
to  over-issue,  and  also  obviate  the  objection  which  many 
persons  make  to  the  use  of  banks  as  our  agents  in  perform- 
ing this  important  service. 

We  should  then  remove  all  restrictions  hitherto  imposed 
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upon  the  business  of  the  banker,  leaving  him  as  free  to  lend, 
as  we  do  the  manufacturer  to  create,  and  the  merchant  to 
sell  the  same  things. 

The  banker  does  not  lend  money,  and  there  is  no  good 
reason  why  the  Government  should  interfere  with  his  free- 
dom, until  he  assumes  the  duty  of  issuing  notes,  as  our 
agent.  There  is  no  justice  in  taxing  bank  capital  any  more 
than  we  should  mortgages.  Titles  to  property  are  not 
property,  and  should  not  be  taxed.  Property  itself  is  visible, 
tangible,  and  can  be  reached.  And  all  property,  public  as 
well  as  private,  should  be  subjected  to  fair  valuation,  and 
pay  its  proportion  of  the  expenses  consequent  upon  its  care. 

Finally,  I ask  our  bankers,  and  men  of  business,  to  con- 
sider whether  what  I have  said  is  not  true,  and  if  so, 
whether  there  should  not  be  a radical  change  in  our  course, 
in  regard  to  the  question  of  resumption,  and  the  creation 
of  a bank-note  currency  for  the  future,  which  will  more  per- 
fectly meet  the  demands  of  our  rapidly-increasing  commerce. 

My  own  opinion  is  in  favor  of  an  immediate,  honest 
resumption,  or  return  to  the  old  standard,  and  the  establish- 
ment of  a truly  National  System  of  Free  Banking. 

David  Wilder. 

Boston,  April,  1877. 


NATIONAL  BANKS  AND  STATE  USURY  LAWS. 

Two  important  cases  have  recently  been  decided  in  the  Circuit  Court  of 
Au^sta  County,  Virginia,  by  Judge  McLaughlin,  a jurist  whose  opinion  is 
entitled  to  much  respect.  In  each  case  the  National  Vdley  Bank,  of  Staunton, 
was  plaintiff,  and  John  N.  Opie,  Michael  G.  Harman  and  Robert  G.  Bickle 
were  defendants.  The  first  case  was  on  a note  for  $2,600,  which  was  dis- 
counted in  that  shape  by  the  First  National  Bank  of  Staunton  (now  consoli- 
dated with  the  National  Valley  Bank)  on  i6th  October,  1874.  The  note  was 

in  renewal  of  various  notes  which  had  been  previously  discounted  in  said  bank. 
It  had  its  origin  in  a note  of  $500,  discounted  at  twelve  per  cent  in  March, 
1869,  and  another  for  $500,  discounted  in  May,  i860,  at  the  same  rate.  On 
the  19th  of  November,  i8€^  a note  was  discountea  for  $2,000^  at  ten  per 
cent.,  out  of  which  was  paid  the  two  notes  of  $500  and  a Baltimore  draft 
of  $i,ooa  This  note  of  $2,000  was  renewed  from  time  to  time,  and  con- 
solidated with  various  other  notes,  cost  of  protest,  accrued  interest,  etc.,  until 
it  was  renewed  for  $2,600,  on  the  i6th  of  October.  1874,  the  balance  of 
which  was  the  note  sued  on.  The  drawer  was  the  same  in  all  the  notes,  but 
there  were  from  time  to  time  various  endorsers,  Bickle’s  name  not  appearing 
until  the  i6th  of  October,  1874. 

The  second  case  was  on  a.  note  for  $2,450,  which  was  first  discounted  in 
that  shape  in  the  National  Valley  Bank  on  the  16th  of  October,  1874.  This 
note  was  also  in  renewal  of  various  notes  which  had  been  previously  dis- 
counted in  said  bank.  It  had  its  origin  in  notes  which  had  been  discounted 

as  early  as  1868,  at  twelve  per  cent.  These  notes  had  been  consolidated  into 

one,  which  by  various  curtails  and  renewals  had  been  reduced  to  $ 1,600. 
This  note  was  carried  on  until  the  21st  of  November,  1871,  when  a note  was 
discounted  for  about  $2,100,  out  of  which  was  paid  the  one  for  $1,600, 
and  other  notes  and  drafts.  This  last  note  was  renewed  from  time  to  time. 
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and  with  costs  of  protests,  accrued  interest,  etc.,  until  it  was  renewed  for 
$2,450,  the  renewal  of  which  was  the  note  sued  on.  The  drawer  was  the 
same  in  all  the  notes,  but  as  in  the  other  case,  there  were  from  time  to  time 
various  endorsers,  Bickle’s  name  not  appearing  until  the  i6th  of  October,  1874- 

All  the  defendants  pleaded  nil  debet^  and  the  defendants,  ‘ Harman  and 
Bickle,  pleaded  usury,  and  a special  plea  of  offsets  and  payment  of  usurious 
interest,  upon  which  the  plaintiffs  took  issues,  and  also  replied  the  five  years’ 
statute  of  limitation. 

Judge  McLaughlin  held  : 

1.  That  where  usurious  loans  or  discounts  are  made  by  a National  bank,  the 
penalties  are  those  prescribed  by  the  National  Banking  Act,  and  not  by  the 
statute  law  of  the  State. 

2.  That  when  a note  is  originally  discounted  at  an  illegal  or  legal  rate  of 
interest,  it  does  not  lose  its  origin^  character  by  being  renewed  or  consoli- 
dated with  other  notes.  The  original  impress  remains  on  the  note  or  that  part 
of  the  consolidated  notes.  If  once  usurious  the  taint  remains  on  that  part.  If 
originally  discounted  at  a legal  rate  it  remains  free  from  taint. 

3.  That  the  present  Constitution  of  Virginia  having  been  adopted  by  the 
people  of  Virginia  on  the  6th  day  of  July,  1869,  and  a government  having 
I)een  organized  under  it,  it  was  in  force  if  not  from  the  6th  of  July  cer- 
tainly anterior  to  the  19th  of  November,  1869,  although  the  Act  of  Congress 
under  which  it  was  submitted  to  the  people  required  the  approval  of  Congress, 
which  %vas  not  obtained  until  the  26th  of  January,  1870. 

4.  That  the  constitutional  provision  allowing  as  high  as  twelve  per  centum 
per  annum  to  be  exacted  for  the  loan  of  money  upon  debts  thereafter  con- 
tracted, operated  proprio  vigore^  as  an  amendment  of  the  statute  law  of  the 
State,  and  did  not  require  a legislative  enactment  to  make  it  operative  and 
effective,  and  consequently  a loan  of  money  or  discount  of  a note  at  a rate  not 
exceeding  twelve  per  cent,  in  November,  1869,  was  not  usurious. 

5.  That  as  the  constitutional  provision  only  allows  more  than  six  per  cent,  to 
be  charged  on  debts  thereafter  contracted,  it  is  not  lawful  to  charge  more  than 
six  per  cent  interest  on  a note  discounted  after  the  adoption  of  the  Consti- 
tution, if  it  was  the  renewal  of  a note  discounted  before  its  adoption. 

6.  That  under  the  National  Banking  Act,  the  penalties  are  not  only  a for- 
feiture of  the  interest  since  the  maturity  of  the  note  and  of  the  interest  or 
discount  reserved  in  the  particular  note  sued  on,  but  also  all  payments  for 
usurious  interest  heretofore  paid  in  the  same  transaction;  but  if  the  defend- 
ants seek  to  set  off  against  the  principal  of  the  note  the  usurious  interest  paid 
on  the  loan  or  discount,  he  cannot  do  so  under  the  general  plea  of  usury,  but 
must  do  so  under  a special  plea  of  setoff. 

7.  That  to  this  special  plea  the  plaintiff  may  reply  the  statute  of  limita- 
tions and  no  payments  can  be  allowed  as  setoff,  except  such  as  were  paid 
within  five  years. 

8.  That  usurious  interest  means  all  interest  paid  if  any  portion  of  it  is  in 
excess  of  that  allowed  by  law  and  not  merely  the  excess  over  legal  interest. 

9.  That  although  the  principal  does  not  avail  himself  of  the  defence  of  usury, 
yet  his  endorsers  have  a right  to  have  set  off  all  usurious  interest  paid  by 
him  upon  such  plea  filed  by  them. 

10.  That  after  the  note  is  purged  of  all  usury,  and  the  setoffs  are  deducted 
for  all  usurious  interest  paid,  judgment  will  be  rendered  for  the  balance,  with 
interest  from  the  date  of  the  judgment. 

Judgment  was  accordingly  rendered  in  both  cases  for  the  amount  of  the 
notes,  after  deducting  all  usurious  interest  paid  within  five  years,  with  interest 
on  so  much  of  the  notes  as  was  not  usurious  from  the  maturity  of  the  note 
and  on  the  residue  from  the  date  of  the  judgment. 

In  the  first  case  the  Court  rendered  a judgment  against  Harman  and  Bickle 
for  $1,702.13,  with  interest  on  $852.11,  part  thereof  from  January  14th,  1876, 
till  paid,  and  on  $852.02,  the  residue  thereof  from  December  13th,  1876, 
till  paid,  and  costs;  and  in  the  second  case,  judgment  against  Harman  and 
Bickle  for  $2,100.81,  with  interest  on  $1,602.11  part  thereof,  from  January 
14th,  1876,  till  paid,  and  on  $498.70,  the  residue  thereof,  from  December  13th, 
1876,  till  paid,  and  costs. 
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THE  TAXATION  OF  NATIONAL  BANK  SHARES. 

SUPREME  COURT  OF  THE  UNITED  STATES. 

No.  965. — October  Term,  1876. 

The  People  of  the  State  of  New  York,  ex  rel.  The  Gallatin  National  Bank  et 
al.y  Plaintiffs  in  Error,  vs.  The  Commissioners  of  Taxes  and  Assessments  in 
the  City  of  New  York. 

In  Error  to  the  Court  of  Appeals  of  the  State  of  New  York. 

Mr.  Justice  Hunt  delivered  the  opinion  of  the  Court. 

The  relators  complain  that  their  shares  of  stock  in  the  National  Gallatin 
Bank  are  assessed  at  too  l^e  a sum.  They  appeal  from  the  judgment  of 
the  Court  of  Appeals  sustaining  the  determination  of  the  Commissioners  of 
Taxes,  which  fixed  the  taxable  value  of  such  shares  at  $59  each,  whereas 
the  par  or  nominal  value  of  such  shares  is  $ 50  each. 

Many  grave  questions  were  discussed  by  the  counsel  upon  the  argument,  to 
which  we  do  not  think  it  necessary  to  refer.  We  place  our  judgment  up>on 
a single  ground. 

The  laws  of  the  State  of  New  York  provide  that  shares  of  stock  like  those 
we  refer  to  shall  be  assessed  “on  the  value”  of  the  shares,  and  at  “their 
full  and  true  value,  as  they  (the  assessors)  would  appraise  the  same  in  pay* 
ment  of  a just  debt  due  from  a solvent  debtor,”  deducting  the  proportional 
value  of  the  real  estate  owned  by  the  bank. — (2  Stat.  N.  Y.,  1866,  p.  1647, 
ch.  71 ; I R.  S.  N.  Y,  393,  § 17.) 

The  assessors  were  justified  under  this  authority  in  fixing  the  value  as  we 
have  stated.  The  appraisal  Included  the  reserve  fund,  which  is  as  much  a 
part  of  the  property  of  the  bank,  and  goes  to  fix  the  value  of  shares,  equally 

as  if  it  were  not  called  by  that  name,  but  remained  as  a part  of  the  specie, 

bills  discounted,  or  other  funds  of  the  bank,  undistinguished  from  the  general 
mass. 

The  Act  of  Congress  of  June,  1864,  provides  that  the  States  may  tax  the 
shares  of  National  banks,  subject  to  two  restrictions : 1st,  that  this  taxation 
shall  not  be  “at  a greater  rate  than  is  assessed  upon  other  moneyed  capital 
in  the  hands  of  individual  citizens  of  such  State and  2d,  “ that  the  tax  so 

imposed  . . . shall  not  exceed  the  rate  imposed  upon  the  shares  of  any  of 

the  banks  organized  under  the  authority  of  the  State  where  such  Association 
is  located.” — (13  Stat.  at  Large,  112.)  In  Hepburn  vs.  The  School  Directors, 
this  Court  decided  that  in  making  assessment  of  bank  shares  by  this  authority 
it  was  competent  to  assess  them  at  an  amount  above  their  par  value. — 
(23  Wall,  480.) 

But  the  relators  insist  that  by  the  Act  of  the  Legislature  of  the  State  of 
New  York,  passed  March  9,  1865,  it  was  enacted  that  the  shares  of  a bank 
could  not  be  assessed  at  an  amount  greater  than  the  par  value  thereof,  and 
that  such  statute  created  a contract  with  the  banks  organized  under  the  same 
which  could  not  be  altered  by  a subsequent  Legislature.  Hence  it  is  argued 
that  the  Act  of  1866  authorizing  such  snares  to  be  assessed  at  a rate  which 
mav  exceed  their  par  \'alue  is  a law  impairing  the  obligation  of  a contract, 
and  is  void. 

The  section  of  the  Statute  of  1865  referred  to  is  as  follows,  viz: 

“ § la  All  the  shares  in  any  of  the  said  banking  associations,  organized 
under  this  Act,  or  the  Act  of  Congress,  . . . held  by  any  person  or  bodv 
corporate,  shall  be  included  in  the  valuation  of  the  personal  property  of  such 
person  or  body  corporate  or  corporation,  in  the  assessment  of  taxes  in  the 
town  or  ward  where  such  banking  association  is  located,  and  not  elsewhere, 
whether  the  holder  thereof  reside  in  such  town  or  ward  or  not;  but  not  at  a 
greater  rate  than  is  assessed  upon  other  moneyed  capital  in  the  hands  of  indi> 
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viduals  of  this  State,  provided  that  the  tax  so  imposed  upon  such  shares  shall 
not  exceed  the  par  value  thereof ; and  provided  further,  that  the  real  estate 
of  such  Associations  shall  be  subject  to  State,  County,  or  municipal  taxes 
to  the  same  extent,  according  to  its  value,  as  other  real  estate  is  taxed.” 

Had  this  been  a valid  statute  we  might  have  been  called  upon  to  discuss 
the  point  raised.  But  it  was  held  in  Van  Allen  vs.  The  Assessors  (3  Wall., 
573)  that  this  Statute  was  fatally  defective,  in  that  it  did  not  contain  a proviso 
that  the  tax  thereby  authorized  to  be  imposed  should  not  exceed  the  rate 
imposed  upon  banks  organized  under  the  authority  of  the  State.  The  system 
of  taxation  devised  by  the  Statute  of  1865  was  adjudged  to  be  illegal  and 
void  The  clause  now  laid  hold  of  by  the  relators  was  simply  a proviso  or 
qualification  of  that  system.  It  necessarily  fell  with  it.  When  the  main  idea 
was  thrown  out  of  existence,  the  subordinate  parts,  which  were  adjuncts  of  and 
dependent  upon  the  main  theory,  ceased  to  exist.  There  never  was,  legally 
speaking,  any  such  proviso  or  enactment  as  the  relators  claim  the  benefit  of. 
Of  course,  there  could  be  no  such  thing  as  a violation  of  contract  contained 
in  a proviso  which  never  existed. — (Warren  vs»  The  Mayor,  2 Gray,  98,  99; 
Sedgwck  on  Statutes,  413,  414,  and  notes,  ed.  of  1874.) 

Judgment  affirmed. 


FINANCIAL  LAW. 

[compiled  from  the  ALBANY  LAW  JOURNAL.] 

BANKRUPTCY. 

In  Voight  V.  Lewis,  Trustee  of  Jay  Cooke,  decided  a short  time  since  by  the 
United  States  Circuit  Court  for  the  E^astem  District  of  Pennsylvania,  and  reported 
14  Nat.  Bank  Reg.  543,  it  was  held  that  where  bankrupts  had,  in  addition  to 
their  other  business,  carried  on  a brokerage  business,  for  which  they  kept  a 
separate  account,  and  a separate  bank  account,  a party  whose  bonds  were  sold 
was  entitled  to  payment  in  full,  if  the  amount  in  the  bank  is  more  than  suf> 
ficient  to  pay  all  claims  against  the  brokerage  department. 

The  United  States  District  Court  for  the  Eastern  District  of  Virginia,  in  the 
case  In  re  Mutual  Building  Fund  Society  and  Dollar  Savings  Bank  of  Richmond, 
recently  decided  (15  National  Bankruptcy  Register,  44),  passed  upon  a question  in 
bankruptcy,  of  interest  to  those  dealing  with  banks.  A bank  which  had  sus- 
pended payments,  advertised  that  it  would,  on  a certain  day,  “resume  business 
by  receiving  special  separate  deposits  in  trust  to  new  account,  pledging  the  bank 
to  use  these  deposits  only  in  payment  of  checks  against  that  new  account,  and 
as  fast  as  the  bank  can  collect  and  realize  from  the  loans  and  securities,  to  pay 
pro  rata  instalments  on  its  present  indebtedness,”  etc.,  etc.,  and  received  new 
deposits,  and  soon  after  finally  failed,  and  was  adjudicated  in  voluntary  bank- 
ruptcy. The  court  held  (on  petition  of  a new  depositor  to  be  paid  in  full  as  a 
preferred  creditor ),  that  the  new  deposits  were  not  special  deposits ; that  no 
lien  was  secured  when  they  were  paid  in  over  the  counter  of  the  bank  ; that 
no  preference  was  secured  by  the  advertisement ; and  that  the  new  depositors 
were  general  creditors  to  be  paid  pro  rata. 

BILLS  AND  NOTES. 

In  the  case  of  Dickerman  v.  Miner,  recently  decided  by  the  Supreme  Court 
of  Iowa,  the  facts  were  these : After  the  execution  and  delivery  of  a promis- 
sory note  by  defendant  Miner,  and  without  his  knowledge  or  consent,  it  was 
signed  by  one  Johnson.  In  an  action  against  both  by  an  indorser,  it  was  held, 
(i)  that  the  adding  the  name  of  another  maker  to  a bill  or  note  is  a material 
alteration,  such  as  will  discharge  the  ori^nal  parties  not  consenting,  without 
regard  to  whether  the  alteration  is  injurious  or  beneficial  to  them,  and  that 
Miner  was  discharged ; (2)  that  Johnson  became  thereby  the  maker  of  a new 
note,  and  that  the  discharge  of  the  other  maker  was  sufficient  consideration  to 
support  his  promise,  the  law  presuming  that  he  knew  that  the  effect  of  his 
signature  would  be  to  discharge  Miner. 
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The  case  of  Van  EMen  et  plaintiffs  in  error ^ v.  Heman^  decided  at  the 
January  term,  1877,  of  the  Supreme  Court  of  Michigan,  was  an  action  upon 
certain  promissory  notes,  made  by  plaintiffs  in  error,  payable  to  the  order- 
of  “J.  H.  Luhn,”  and  indorsed  “J.  H.  Luhn,  by  John  D.  Day,  attorney.” 
At  the  time  these  notes  were  made,  Luhn  was  dead.  Plaintiffs  in  error  had 
in  his  life-time  executed  notes  for  his  accommodation,  and  which  he  had  used, 
and  these  were  about  maturing  at  the  time  of  Lxihn*s  death.  Upon  his 
decease,  his  widow,  with  knowledge  of  the  plaintiffs  in  error,  continued  his 
business  in  his  name,  retaining  Day,  who  had  before  been  his  manager  and 
general  agent.  The  notes  in  suit  were  executed  by  plaintiffs  in  error  and 
sent  to  Day  to  be  used  in  retiring  the  notes  previously  given  by  them  for 
Luhn’s  accommodation.  Day  sold  the  notes  to  defendant  in  error,  who  was  a 
bona  fide  purchaser  for  value,  before  their  maturi^.  Day  used  the  proceeds 
of  these  notes  to  take  up  the  previous  notes.  The  Court  held  that  under 
the  circumstances,  the  plaintiffs  in  error  were  in  no  situation  to  make  any 
defense  to  the  notes  in  suit,  in  the  hands  of  defendant  in  error  as  a bona 
purchaser,  based  upon  the  want  of  consideration  going  to  them,  or  the 
irregularity  of  the  ti^sfer  and  indorsement,  as  affected  by  the  decease  of  the 
person  named  in  the  notes  as  payee  ; that  defendant  in  error  was  entitled  to 
suppose  the  notes  were  regularly  transferable  by  Day  by  his  indorsement  of 
the  name  of  the  concern  he  was  known  to  represent,  that  being  the  same 
name  to  whose  order  the  notes,  after  the  death  of  the  person  bearing  that 
name,  were  made  payable,  and  the  plaintiffs  in  error  must  have  contemplated 
and  intended  that  the  notes  would  thus  be  used  and  transferred. 

The  Supreme  Court  of  Pennsylvania,  in  the  case  of  Rand  v.  Drouy^  decided 
January  22,  1877  (3  W.  Notes  Cases,  349),  held  that  a promissory  note  does 
not  cease  to  be  negotiable  because  indorsed  by  a corporation  through  its  seal. 
The  holder  of  a promissory  note  may  strike  off  an  irregular  indorsement  through 
which  he  has  not  derived  title,  placed  before  that  of  the  payee. 

The  case  of  Goodnow  v.  Warren  et  al.^  administrators ^ decided  February  19, 
1877,  by  the  Supreme  Judicial  Court  of  Massachusetts,  was  an  action  to  recover 
upon  three  promissory  notes  made  by  W.  R.  Stockbridge  & Co.,  payable  to 
the  order  of  Samuel  Gregg,  by  whom  they  were  indorsed.  Gregg  died  before 
the  maturity  of  the  notes,  and  notice  of  non-payment  was  given  to  W.  R. 
Stockbridge,  one  of  the  executors  named  in  Gregg^s  will.  Stockbridge  never, 
in  fact,  took  out  letters,  and  resigned  before  the  maturity  of  the  third  note,  at 
which  time  Fisher  Ames  was  appointed  special  administrator.  The  question 
in  the  case  was,  whether  there  was  sufficient  notice  of  the  non-payment  The 
Superior  Court  ruled  that  the  notice  was  sufficient,  and  directed  a verdict  for 
the  plaintiff.  Upon  appeal,  the  Supreme  Judicial  Court  hold  that  the  adminis- 
trator, not  having  been  appointed  when  the  two  first  notes  became  due,  the 
notice  to  Stockbridge,  the  executor  named  in  the  will  of  Gregg,  was,  under 
the  circumstances,  proved  sufficient  to  render  Gregg’s  estate  liable  on  the 
indorsement,  but  as  at  the  time  when  the  third  note  fell  due.  the  executors 
named  in  the  will  had  renounced  the  trust,  and  Ames  had  been  appointed 
special  administrator,  and  all  these  facts  could  readily  have  been  learned  on 
inquiry,  the  notice  to  Stockbridge  was  not  sufficient. 

The  case  of  Third  Nation  U Bank  of  Syracuse  v.  Clark  el  al.^  decided  on  Jan- 
uary 5,  by  the  Supreme  Court  of  Minnesota,  was  an  action  brought  by  plaintiff, 
as  indorsee  of  a promissory  note  made  by  defendant,  payable  to  the  order  of 
The  Williams  Mower  and  Reaper  Company,  and  indorsed  as  follows,  viz  : “ Pay 
Third  National  Bank.  Syracuse,  or  order,  for  collection  for  the  Williams  Mower 
and  Reaper  Company,  Syracuse,  N.  Y.,  O.  Welsh,  Treasurer.”  The  court  held^ 
that  the  indorsement  was  “ restrictive  ” and  that  parol  evidence  was  inadmissi- 
ble to  show  it  absolute.  The  case  of  Rock  County  Bank  v.  Hollister^  21  Minn. 
385,  was  followed  and  applied  to  this  case. 

The  case  of  Ilannen  v.  Sullivan,  recently  decided  by  the  St.  Louis  Court  of 
Appeals,  and  noticed  in  the  Centred  Law  JourncU,  passes  upon  a question  of 
payment  of  negotiable  paper.  The  court  held,  that  when  the  maker  of  a note 
pays  the  same  to  another  than  holder,  in  order  to  discharge  the  debt,  it  must 
be  paid  to  some  one  authorized  to  collect  it,  or  whose  action  is  subsequently 
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ratified.  Such  authority  or  ratification  may  be  proved  by  circumstances,  such  as 
leaving  the  note  in  the  possession  of  an  agent,  or  silent  acquiescence  in  the  pay- 
ment to  the  agent ; but  mere  silence  will  not  be  sufficient  to  establish  a ratifi- 
cation unless  the  jury  believe  that  the  principal  intended  by  such  silence  to 
ratify  his  agent’s  act  Nor  will  the  mere  fact  of  the  agent’s  having  loaned  the 
meney  and  received  the  note  for  the  principal,  warrant  a finding  that  the  agent 
was  authorized  to  collect.  The  mere  possession  of  an  unindorsed  promissory 
note  is  not  of  itself  sufficient  to  authorize  a payment  thereon  to  the  holder, 
when  said  note  is  not  exhibited  to  the  payer. 

In  Johnson  v.  Baikheimer^  lately  decid^  by  the  Supreme  Court  of  Illinois, 
a promissory  note  executed  to  L^arus  Silverman  & Co.,  was  assigned  by  an 
indorsement  on  the  back,  “Lazarus  Silverman,  successor  to  Lazarus  Silverman 
& Co.”  The  Court  held  that,  while  at  law,  a moiety,  or  any  other  portion  of 
a promissory  note,  cannot  be  assigned  so  as  to  enable  the  assignee  to  bring 
an  action  in  his  o^vn  name  for  his  distinct  interest,  yet  the  law  is  equally 
well  settled  that  the  sole  survivor  of  a firm  may  assign  a promissory  note 
payable  to  the  late  firm,  by  indorsement,  so  as  to  vest  the  legal  title  in  the 
assignee  as  effectually  as  if  the  note  had  been  made  payable  to  him.  The 
legal  effect  is  the  same  as  would  have  been  the  indorsement  of  the  firm 
itself. 

INTER-STATE  CONTRACTS. 

The  case  of  Towns  v.  Rice^  decided  on  February  3d,  by  the  Supreme  Judi- 
cial Court  of  Massachusetts,  was  an  action  upon  two  notes.  In  the  court  below 
the  defendant  contended  that  the  instruments  sued  on  were  not  negotiable 
notes,  and  that  he  was  not  bound  personally  thereon,  as  his  signature  was  that 
of  a receiver  only.  It  appeared  at  the  trial  in  the  Superior  Court,  that  the 
defendant  and  the  other  maker,  Haralson,  were  receivers  of  the  Alabama  and 
Chattanooga  Railroad  Company,  a corporation  organized  and  located  in  the 
States  of  Alabama  and  Georgia,  appointed  by  the  United  States  Circuit  Court 
in  Alabama,  and  that  they  were  engaged  in  operating  and  equipping  that  road. 
The  defendant  was  allow^,  as  a witness  in  his  own  behalf,  against  the  plaintiff’s 
objection,  to  show  that  the  notes  in  suit  were  actually  New  York  contracts  made 
and  given  there,  and  was  allowed  to  impeach  the  notes  for  alleged  usury  under 
the  statutes  of  New  York.  The  court  ruled  as  a matter  of  law,  and  under  the 
statutes  of  New  York  in  evidence,  that  the  notes  were  absolutely  void  on  the 
ground  of  usury,  both  as  j^inst  the  original  party  and  any  innocent  holder  for 
value,  and  that  the  plaintiff  could  not  recover  against  the  defendant,  either  as 
maker  or  indorser,  and  directed  a verdict  as  to  each  note  for  the  defendant 
The  plaintiff  alleged  exceptions,  which  the  app>ellate  court  sustained,  holding 
that  while  the  presiding  judge  correctly  ruled  that  the  instruments  sued  were 
negotiable  promissory  notes,  it  was  erroneously  held  by  him  that,  as  against  an 
indorser  of  the  same,  in  this  State,  for  value  before  maturity  and  without 
notice  thereof,  the  defendant  might  show  that  the  notes,  although  dated  at 
Boston  with  intent  that  they  should  be  Massachusetts’  contracts,  were  actually 
made  in  New  York,  and  on  account  of  illegal  interest  reserved  or  taken,  were 
there  void  by  the  statute  of  New  York. 

LIABILITY  FOR  DECLARATIONS  OF  OFFICERS. 

The  Supreme  Court  of  Pennsylvania,  in  the  case  of  Mapes  v.  Second  National 
Bank  of  TUusviile^  passed  upon  the  question  of  the  liability  of  an  incorporated 
bank,  for  the  declarations  of  its  officers.  The  action  was  by  the  bank  named 
gainst  indorsers  of  a note  discounted  for  the  accommodation  of  the  drawer. 

affidavit  of  defense  was  that  “at  and  before  the  time  that  defendants 
indorsed  the  note,”  they  inquired  of  the  cashier  and  one  of  the  directors  of  the 
bank  whether  it  would  be  safe  for  them  to  indorse,  and  that  these  officers 
informed  them  that  they  considered  the  drawer  perfectly  good,  and  they  would 
be  safe  in  indorsing ; that  the  officers  knew  the  representations  to  be  false, 
and  that  they  made  them  to  deceive  defendants,  who  would  not  have  indorsed 
but  for  the  representations.  The  Court  held  that  the  affidavit  of  defense  was 
insufficient.  Such  declarations,  althoi^h  wilfully  false,  made  by  the  officers, 
not  in  the  course  of  their  duties  as  officers,  or  agents  of  the  bank,  could  not 


Digitized  by  LjOOQle 


892  THE  banker’s  magazine.  [May, 

affect  the  bank.  GHare  v.  Second  National  Bank,  27  P.  F.  Smith,  96,  was 
followed  as  to  the  National  Currency  Act. 

PARTNERSHIP. 

In  the  case  of  Bennett  et  al.  v.  Dean,  decided  by  the  Supreme  Court  of 
Michigan,  at  the  January  term,  1877,  Dean  sued  Alonzo,  Allen  and  Theodore 
Bennett,  as  co-partners  doing  business  under  the  name  and  style  of  the 
“National  Savings  Bank  of  Jackson,  Michigan,”  and  he  was  allowed,  in  the 
court  below,  to  recover  against  Alonzo  and  Allen  Bennett,  the  court  holding 
them  estopped  from  showing,  as  defense,  that  they  were  not  partners,  by  reason 
of  their  having  silently  allowed  Theodore  G.  Bennett,  to  represent  them  in 
printed  notices  to  be  partners  as  alleged.  It  was  conceded  they  were  not,  in 
tact,  such  partners.  These  notices  represented  that  Alonzo  and  Allen  were 
directors  of  the  bank,  but  did  not  import  or  imply  the  existence  of  partnership, 
or  any  connection  by  them  involving  the  liabilities  of  such  a relation.  The 
Supreme  Court  held,  that  it  was  not  competent  for  Dean  to  claim  to  have  been 
• led  by  these  publications  to  suppose  plaintiffs  in  error  were  partners,  and  as  a 
consequence  to  have  trusted  the  bank  ; that  the  most  he  could  insist  upon  is, 
that  they  should  be  held  to  the  liabilities  which  the  representations  averred 
them  to  have  assumed. 

In  the  case  of  Billborough  v.  Holtnes,  35  L.  T.  Rep.  ( N.  S.  ) 759,  decided 
December  16,  1876,  in  the  Chancery  Division  of  the  English  High  Court  of 
Justice,  the  ^ts  were  these : A firm  of  bankers  was  in  the  habit  of  receiving 
money  on  deposit,  paying  interest  thereon,  and  giving  deposit  notes.  Whenever 
a change  was  made,  either  by  additional  payments  or  by  drawings  out,  in  the 
amount  of  the  deposit,  the  old  deposit  note  was  given  up,  and  a new  one  given 
for  the  new  balance.  In  1872  two  new  partners  were  taken  into  the  firm. 
One  of  the  original  partners  died  in  the  same  year,  the  other  original  partner 
died  in  1874.  The  business  was  carried  on  by  the  new  partners  alone  until 
1875,  wfien  the  bank  stopped  payment.  The  firm  continued  to  receive  money 
on  deposit,  giving  notes  as  before,  such  notes  bearing  the  same  signature  as 
those  issu^  by  the  original  partnership.  The  new  firm  also  paid,  or  credited, 
interest  to  the  depositors  until  the  bank  failed.  After  the  failure,  the  deposi- 
tors carried  in  proofs  against  the  estates  of  the  bankrupt  partners,  and  then 
sought  to  prove  for  the  balance  a^inst  the  estate  of  an  original  partner.  The 
court  held,  that  the  depositors  had,  by  their  acts,  accepted  the  liability  of  the 
new  partners  in  lieu  ol  that  of  the  old  partners,  and  that  the  latter  were  con- 
sequently released. 

SPECIAL  DEPOSITS. 

In  the  case  of  Chattahoochee  National  Bank  v.  Schley,  decided  February.  20, 
1877,  by  the  Supreme  Court  of  Georgia,  the  question  of  the  liability  of  a 
National  bank  for  the  loss  of  special  deposits  received  for  safe-keeping,  the 
Court  held  that  a National  bank  that  habitually  receives  special  deposits  for 
safe-keeping,  as  matter  of  accommodation,  is  bound  by  the  act  of  its  cashier 
in  receiving  on  special  deposit  a package  of  stocks  and  bonds.  The  bank, 
though  acting  without  reward,  becomes  a bailee,  and  is  responsible  for  gross 
negligence.  62  Penn.,  47;  Code,  §§  2104,  2105.  It  held  also  that  if  a person 
withdraw  from  a bank  a special  deposit,  in  pursuance  of  authority  conferred 
upon  him  by  the  depositor,  the  bank  is  discharged,  though  the  authority  be 
unknovTi  at  the  time  to  the  corporation,  or  to  the  officer  representing  it  in 
the  transaction.  It  held  further  that  written  authority,  signed  by  the  depositor, 
on  the  certificate  of  deposit  in  these  terms : “ Will  pay  above  di\ndends  or 
coupons  to  (naming  a particular  person)  for  my  account,”  will  not  justify  the 
bank  in  parting  with  possession  of  the  bonds  themselves  and  the  certificates  of 
stock  described  in  the  certificate  of  deposit,  though  possession  be  yielded  to 
the  person  thus  named. 

STATUTE  OF  LIMITATIONS. 

The  Supreme  Court  of  Tennessee,  in  the  case  of  State  and  Watson,  trustee, 
V President,  etc,,  of  Bank  of  Tennessee,  decided  January  20,  i877»  hcdds  that 
as  to  bank  notes  issued  and  put  in  circulation  as  money,  there  is  in  Ten- 
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nessee  no  statute  of  limitations  where  there  has  been  no  demand  of  payment; 
and  the  making  of  an  assignment  by  the  bank  does  not  change  the  rule. 
F,  <Sr*  M,  Bank  v.  IVkUe^  2 Sneed,  482.  The  Court  also  hold  that  the  assets 
of  a bank  are  a trust  fund,  first  for  the  payment  of  its  creditors,  even  after 
dissolution ; and  as,  in  proceedings  in  equity  to  reach  the  trust  fund,  the  cor- 
porate existence  of  the  bank  is  not  essential,  the  proceeding  is  not  affected  by 
Sections  1493,  1496  of  the  Code.  It  says  that  yi  this  case  the  petitioners  not 
having  been  cut  off  from  any  participation  in  the  fund,  by  a rule  or  order  of 
Court  requiring  all  creditors  to  come  in  and  file  their  claims  by  a given  time, 
and  the  fimd  being  yet  undisturbed,  the  statutes  of  three  and  seven  years 
do  not  protect  the  assets  in  the  hands  of  the  receiver  against  the  claims  of 
the  petitioners. 

TAXATION. 

The  Supreme  Court  of  Minnesota,  in  the  case  of  Stalg  v.  Citizens'  National 
Bank  of  Faribault^  decided  January  17,  1877,  hold^  that  in  the  exposition  of  tax 
laws  under  the  constitution  of  that  State,  which  requires  equality  and  uniformity 
in  the  imposition  of  taxes  upon  property  upon  a cash  valuation,  such  a con- 
struction must  be  adopted  as  will  avoid  duplicate  taxation,  unless  a contrary 
interpretration  is  compelled  by  some  express  provision  or  necessary  implication 
of  the  statute.  Under  chapter  i.  General  I^ws  of  Minnesota  for  1S74,  the 
banking  office  and  lot  lawfully  owned  and  occupied,  as  its  place  of  business,  by 
a National  bank  created  under  the  laws  of  Congress,  is  not  liable  to  assess- 
ment and  taxation  as  real  estate  nomine"  against  the  bank. 

In  the  case  of  Peopli  ex  rel.  Tradesmen's  Bank  v.  Commissioners  of  TaxeSf 
decided  January  12,  1877,  by  the  Supreme  Court  of  this  State,  at  the  First 
Department  General  Term,  an  interesting  question  in  relation  to  taxation  of 
National  banks  was  passed  upon.  The  capital  stock  of  the  relator  was 
$ 1,000,000,  in  shares  of  $40  each,  par  value.  Its  banking-house  was  assessed 
at  $ 200,000,  which  was  less  than  its  actual  value.  The  market  value  of  each 
share  was  $56.  By  chapter  761,  Laws  1866,  under  which  a tax  is  imposed 
upon  the  shares  of  National  banks,  it  is  provided  that  in  “making  such  assess- 
ment there  shall  be  deducted  from  the  value  of  such  shares  such  sum  as  is  in 
the  same  proportion  to  such  value  as  is  the  assessed  value  of  the  real  estate  of 
the  bank  to  the  whole  amount  of  the  stock  of  the  said  bank.”  The  court 
that  the  market  value  of  the  shares  was  that  which  is  required  for  assessment, 
but  that  in  making  the  deductions  the  nominal  value  of  the  shares  was  to  be 
regarded.  In  this  case  the  banking-house  appeared  to  be  one-fifth  the  actual 
capital.  The  assessment  should  be  for  each  share  $ 56,  from  which  should  be 
deducted  one-fifth,  $11.20;  the  assessed  value  of  the  shares  would  therefore  be 
$ 44  80  each. 

USURY. 

The  Supreme  Court  of  Pennsylvania,  in  the  recent  case  of  Hopkins  v.  West 
(3  W.  Notes  Cases,  343),  hold  that  where  usurious  interest  is  included  in  the 
amount  of  a judgment  confessed  by  a debtor  and  afterward  paid  in  full  by  him, 
the  excess  over  legal  interest  cannot  be  recovered  back  under  the  Act  of 
28th  May,  1858.  But  the  excess  of  interest  f>aid  upon  the  amount  of  such 
judgment^  after  its  confession,  may  be  recovered  back.  In  this  case  a judg- 
ment was  confessed  for  an  amount  including  usurious  interest.  Afterward  the 
defendant  paid  the  judgment  in  full,  with  usurious  interest  to  the  day  of  pay- 
ment. The  Court  held,  that  the  excess  of  interest  included  in  the  judgment 
could  not  be  recovered  back,  but  that  paid  upon  the  judgment  could  be. 
Sharswood,  J.,  saying  that  there  is  no  difference  in  legal  effect  between  a judg- 
ment confessed  or  for  want  of  an  appearance  or  plea,  and  a judgment  on  the 
verdict  of  a jury. 

The  Supreme  Court  of  Kansas  recently  held,  in  the  case  of  Pritchett  v.  Pol- 
linSf  that  the  plea  of  usury  is  a personal  privilege,  and  if  the  debtor  declines  to 
avail  himself  of  it,  no  stranger  to  the  transaction  can.  A second  mortgagee 
cannot  plead  usury  in  a prior  mortgage,  either  to  defeat  or  postpone  its  lien. 
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PROPOSED  LAW  FOR  UNIFORM  BANK  REPORTS. 


The  following  bill  has  been  prepared  by  the  Comptroller  of  the  Currency, 
and  submitted  to  the  authorities  of  every  State.  It  has  already  been  acted  upon 
by  the  Legislatures  of  some  of  the  States,  and  ought  to  be  adopted  by  all : 


A BILL  TO  PROVIDE  FOR  OBTAINING  AND  PUBLISHING  REPORTS  OF  BANKS, 
SAVINGS  INSTITUTIONS,  AND  TRUST  COMPANIES  ORGANIZED  UNDER  STATE  LAWS. 

Be  it  etuictedy  That  each  and  every  banking  institution,  organized  under 
the  laws  of  this  State,  shall  make  a report  to  the  Auditor  of  State  showing 
the  condition  thereof  before  the  commencement  of  business  on  the  first  Mon- 
day of  the  months  of  January,  April,  July,  and  October  of  each  year. 

Sec.  2.  That  the  Auditor  of  State  shall  issue  his  requisition  upon  all  bank- 
ing institutions  for  the  reports  required  to  be  made  by  Section  i of  this  Act 
a convenient  number  of  days  prior  to  the  first  day  of  January,  April,  July,  and 
October  of  each  year,  and  each  banking  institution  shall  upon  receipt  thereof 
immediately  forward  to  the  Auditor  a bdanced  report  of  its  condition,  verified 
by  the  oath  or  affirmation  of  one  or  more  of  the  officers  of  such  institution,  and 
shall  also  publish  such  report  in  full  at  its  own  expense,  in  a newspaper  issued 
at  the  place  where  the  institution  is  located,  or,  if  there  be  no  newspaper  in 
that  place,  then  in  the  one  nearest  thereto ; and  any  banking  institution 
neglecting  to  make  and  transmit  to  the  Auditor  of  State  and  publish  such 
reports,  shall,  after  the  expiration  of  five  days  from  the  receipt  of  the  requi- 
sition therefor,  be  subject  to  a penalty  of  thirty  dollars  for  each  day’s  delay, 
which  penalty  may  be  collected  by  a suit  to  be  brought  by  the  Auditor  of 
State  or  by  any  creditor  of  the  Association  before  any  Court  of  competent  juris- 
diction in  the  district  wherein  such  banking  institution  may  be  located ; and  all 
sums  of  money  collected  for  penalties  under  this  Section  shall  be  paid  into  the 
Treasury  of  the  State. 

Sec.  3.  That  banks,  trust  companies,  savings  banks,  and  other  banking 
institutions  having  capital  stock,  shall  report  their  resources  and  liabilities  in 
the  following  form : 


Report  of  the  condition  of  **  The 


^ at’ 


Dr. 


before  the  commencement  of  business  on  the  first  Monday  of  - 


in  the  State  of 


187-. 


Dollars.  Cts, 


Loans  on  real  estate 

All  other  loans  and  discounts. 

Overdrafts 

United  States  bonds  on  hand. 

State  bonds 

Other  stocks,  bonds,  and 

mortgages 

Due  from  other  banks  and 

bankers 

Real  estate 

Furniture  and  fixtures 

Current  expenses 

Premium  on  bonds 

Cash  items 

Gold  coin,$ — ; silver  coin,  $ — | 

National  Bank  notes 

United  States  notes 

Total 


I 


State  of  

County  of . 

Sworn  to  and  subscribed  before  me  this- 
day  of , 187 — . 


Cr. 


Liabilities. 


I Dollars.]  Cts. ^ 


1.  Capital  stock  paid  in 

2.  Surplus  fund 

3.  Undivided  profits 

4.  State  Bank  notes  outstanding. 

5.  Dividends  unpaid 

6.  Individual  deposits 

7.  Due  to  banks  and  bankers.. 

8.  Notes  and  bills  rediscounted. 

9.  Bills  payable 


Total. 


-of“The- 


do  solemnly  swear  that  the  above  statement  is^ 
true,  to  the  best  of  my  knowledge  and  belief 

, Cashier. 
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Sec.  4.  Savings  banks  and  other  banking  institutions  having  no  capital  stock 
shall  report  their  resources  and  liabilities  in  the  following  form ; 

Report  of  the  condition  of  “ The at , in  the  State  of ^ 

before  the  commencement  of  business  on  the  first  Monday  of , 187 — . 

Dr.  Cr. 


Resources. 


Dollar s.\  Cts, 


I 


1.  Loans  on  real  estate 

2.  Loans  on  United  States  and 

State  stocks 

3.  Loans  on  other  stocks  and 

bonds  

4.  All  other  loans 

5.  United  States  bonds  on  hand. 

6.  Sute  bonds  on  hand 

7.  Other  stocks  and  bonds  .... 

8.  Real  estate 

9.  Furniture  and  fixtures 

10.  Expenses 

11.  Due  from  banks  and  bankers. 

12.  Specie 

13.  National  Bank  and  United 

States  currency 

14.  All  other  assets 


Total 


I 


Liabilities. 


Dollars.  Cts.l 


I.  Individual  deposits 

a.  Due  to  banks  and  bankers.. 

3.  Undivided  profits 

4.  Other  liabilities 


Total, 


State  of , 1 

County  0/ . I 

Sworn  to  and  subscribed  before  me  this 1 

day  of , 187 — . 


I I, , of  “The 

do  solemnly  swear  that  the  above  statement  is 
I true,  to  the  best  of  my  knowledge  and  belief 


Cashier. 


And  such  banks  shall  also  furnish,  with  their  reports,  the  following  informa- 
tion : The  number  of  open  accounts  and  the  rate  per  centum  of  dividends  or 
interest  on  deposits  for  the  p>ast  year. 

Sec.  5.  That  the  Auditor  of  State  shall  compile  the  reports  received  by 
him  under  this  Act,  and  the  tables  so  compiled  shall  be  printed  quarterly  for 
distribution  when  prepared,  and  shall  be  by  him  transmitted  to  the  Legislature 
at  the  beginning  of  each  session  thereof. 


The  Question  of  Taxation.— There  are  indications  that  the  subject  of 
taxation  may  become  one  of  the  leading  political  issues  of  the  future.  On 
this  point  the  Chicago  Tribune  thus  remarks:  “This  issue  embraces  in  detail 
differences  as  to  how  much  money  shall  be  expended  in  the  way  of  public 
improvements  and  on  the  public  service,  the  limitation  of  the  debt-contracting 
power,  the  ways  and  means  of  raising  the  revenue,  the  principles  of  revenue 
reform  and  high  tariff  as  applied  to  the  production  of  revenue,  the  collection 
as  well  as  the  assessment  of  taxes,  and  the  administration  of  the  public 
moneys.  It  is  an  issue  on  which  what  may  be  called  the  self-supporting 
classes  will  be  always  practically  in  accord,  whether  they  live  north  or  south  of 
Mason  and  Dixon's  line,  and  whether  it  comes  up  in  a national  or  local  shape 
^d  they  may  always  expect  to  encounter  the  antagonism  of  the  tax-devourers, 
including  all  those  who  cannot  make  a living  outside  of  office-holding,  the 
contractors  and  subsidy-hunters,  the  demagogues  who  persuade  ignorant  people 
that  lavish  public  extravagance  will  redound  to  their  beneht,  and  generally 
the  impecumous  and  irresponsible  classes,  who  have  no  property  repre.senting 
surplus  earnings,  and  who  are  indifferent  to  the  amount  of  taxes  imposed  and 
the  manner  in  which  they  are  assessed  and  collected.” 
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BANKS  AND  BANKERS  OF  THE  UNITED  STATES. 


The  Number  in  each  State  and  Territory, 

Fkom  the  Banker’s  Almanac  and  Register,  1877 — (Second  eAtion). 


Alabama 

National. 

10 

State. 

6 

Savings.^ 

Private. \ 

*7 

Total. 

33 

Arizona 

— 

— 

— 

I 

I 

Arkansas 

2 

I 

— 

12 

15 

'California. 

9 

47 

23 

67 

146 

Colorado 

10 

5 

— 

26 

41 

Connecticut 

81 

7 

8s 

14 

187 

Dakota 

1 

2 

8 

II 

Delaware 

*3 

6 

I 

3 

23 

District  of  Columbia 

5 

5 

— 

7 

*7 

Florida. 

I 

— 

8 

9 

Georgia 

12 

28 

— 

40 

80 

Idaho 

1 

— 

— 

3 

4 

Illinois 

144 

30 

— 

297 

471 

Indiana. 

99 

25 

— 

117 

241 

Iowa 

76 

35 

— 

216 

327 

Kansas 

16 

29 

— 

85 

130 

Kentucky 

47 

57 

— 

36 

140 

Louisiana. 

7 

9 

— 

7 

23 

Maine 

7* 

2 

60 

8 

141 

Maryland 

32 

19 

„5 

25 

81 

Massachusetts 

240 

I 

*83 

54 

478 

Michigan 

77 

26 

— 

136 

239 

Minnesota. 

32 

15 

— 

50 

97 

Mississippi 

— 

7 

— 

22 

29 

Missouri 

30 

103 

— 

106 

239 

Montana 

5 

— 

— 

5 

10 

Nebraska. 

9 

8 

— 

33 

50 

Nevada 

4 

— 

19 

23 

New  Hampshire 

45 

I 

68 

2 

1 16 

New  Jersey 

69 

12 

40 

9 

130 

New  Mexico 

2 

— 

— 

4 

6 

New  York  State  (city  excepted) 

233 

62 

”3 

208 

616 

New  York  City 

47 

29 

36 

88 

200 

North  Carolina. 

15 

3 

— 

II 

29 

Ohio 

168 

40 

— 

220 

428 

Oregon 

I 

— 

6 

7 

Pennsylvania 

233 

1 14 

5 

306 

658 

Rhode  Island 

62 

15 

37 

6 

120 

South  Carolina 

12 

6 

*9 

37 

Tennessee 

25 

18 

— 

II 

54 

Texas 

II 

13 

— 

73 

97 

Utah 

I 

— 

— 

7 

8 

Vermont 

47 

— 

20 

I 

68 

Virginia 

*9 

40 

— 

West  Virginia. 

15 

15 

— 

8 

38 

Wisconsin 

41 

27 

— 

75 

*43 

Washington  Territory 

— 

— 

— 

2 

2 

Wyoming 

2 

2 

— 

5 

9 

Totals 

2,078 

874 

. 676 

2,514  . 

6,142 

♦ These  arc  Savings  banks  Proper,  organized  for  the  benefit  of  depositors.  In  other  States 
it  is  impossible  to  separate  them  from  those  benefitting  stockholders, 
t Brokers  are  not  included  in  this  list. 
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Silver  Coin. — The  Treasurer  of  the  United  States  gives  notice  through  a 
circular,  that  he  will  cause  to  be  forwarded  from  some  mint  of  the  United 
States,  to  any  point  in  the  United  States  reached  through  established  express 
lines  by  continuous  railway  or  steamboat  communication,  subsidiary  silver  coin 
in  return  for  national  bank  notes  forwarded  to  him  for  redemption  in  sums  of 
$ 1,000,  or  any  multiple  thereof  not  exceeding  $ 10,000.  The  expense  of  trans- 
portation will  be  paid  by  the  Mint. 

The  total  disbursements  of  silver  to  date  have  been  as  follows : For  currency 
obligations,  $12,250,000;  for  fractional  currency,  $19,100,000;  of  fractional 
currency  there  remains  outstanding  $22,500,000.  It  is  stated  that  Secretary 
Sherman  claims  the  right  to  issue  silver  to  the  amount  of  $ 54,000,000,  the 
extra  $4,000,000  being  the  amount  on  hand  in  the  Treasury  previous  to  the 
passage  of  the  act  fixing  the  limit  of  silver  issue  at  $ 50,000,000. 

Silver  in  place  of  Small  Notes. — For  the  purpose  of  bringing  silver 
coin  into  still  more  general  use  in  the  circulation  of  the  country,  and  as  a 
step  towards  specie  payments,  the  Secretary  of  the  Treasury  will  suspend  for 
present  the  issue  of  one-dollar  notes  in  sums  over  ten  dollars.  He  will  also, 
m retiring  legal  tenders  under  the  Act  of  1875,  select  notes  of  the  smaller 
denominations  wherever  it  is  practicable.  In  the  payment  of  drafts  upon  the 
Treasury,  where  change  is  desired,  all  sums  under  five  dollars  will  be  paid  in 
silver  instead  of  in  paper. 

Calls  of  Five-Twenty  Bonds. — On  March  27th  the  Secretary  of  the 
Treasury  issued  the  forty-fourth  call  for  the  redemption  of  the  five-twenty 
bonds  of  1865,  for  May  and  November.  The  call  is  for  $ 10,000,000,  of 
which  $9,500,000  half  millions  are  coupon  and  one-half  million  registered 
bonds.  The  principal  and  interest  will  be  p>aid  at  the  Treasury  on  and  after 
the  27th  of  June  next,  and  interest  will  cease  from  that  day.  The  follow- 
ing are  the  number  of  the  bonds,  all  being  inclusive : 

Coupon  Bonds— Nos.  42,301  to  46.000;  $1,000,  Nos.  121,001  to 
132,00a 

Registered  Bonds — $ 500,  Nos.  7t494  7»6oo. 

The  forty  fifth  call  was  issued  on  April  5th.  The  call  is  for  $ 10,000, 0(^ 
of  which  $9,500,000  are  coupon  and  $500,000  registered  bonds.  The  prin- 
cipal and  interest  will  be  paid  at  the  Treasury  on  and  after  the  5th  day  of 
July  next,  and  the  interest  will  cease  on  that  day.  The  following  are  the  num- 
Mrs,  all  inclusive : 

Coupon  Bonds — $500,  Nos.  46,001  to  49,800;  $1,000,  Nos.  132,001  to 
141,000. 

Registered  Bonds — $5,000,  Nos.  7,601  to  7,764. 

Dividends. — The  following  dividends  payable  in  May  are  declared  by  New 
York  City  banks  : 

Bank  of  the  State  of  New  York ..  American  Exchange  National  Bank..  3 

City  Bank 5 ..  National  Mechanics’  Banking  Ass’n. 

Germania  Bank 6 . . Pacific  Bank 3 

Death  of  Luther  C.  Clark. — Mr.  Luther  C.  Clark,  of  the  firm  of  Clar^ 
Dodge  & Co.,  Bankers,  died,  after  an  illness  of  some  months,  at  his  home  in 
this  city,  on  April  23d,  aged  sixty-two  years.  Mr.  Clark  was  a native  of 
Northampton,  Mass.,  and  h^  been  a banker  in  Wall  street  since  1845. 
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The  New  York  Stock  Exchange.— The  Governing  Committee  of  the  Stock 
Exchange  on  April  3rd,  adopted  the  recommendation  of  the  Committee  on 
the  Stock  List,  to  establish  as  soon  as  possible  a call  for  mining  securities,  to 
consist  of  the  mining  securities  that  are  now  on  the  list,  and  the  stock  and 
bonds  of  such  other  mining  companies  as  may  comply  with  the  requirements 
of  the  Exchange,  and  prove  on  investigation  to  be  fair  business  enterprises. 
By  authority  of  the  Governing  Committee,  the  President  has  appointed  the 
following  (jommittee  of  Arrangements : — Messrs.  George  W.  McLean,  G.  H. 
Brodhead,  D.  T.  Worden,  FreS.  White,  and  Howard  Tapsley.  This  Commit- 
tee is  to  have  charge  of  the  Gold  Department,  which  logins  May  i,  and  to 
draw  up  and  enforce  the  necessary  rules  for  its  government  and  the  transac- 
tion of  business  therein,  including  the  arrangements  for  the  call  of  mining 
securities. 

The  New  York  Gold  Exchange  held  its  semi-annual  meeting  on  April 
1 6th,  Mr.  C.  O.  Morris  presiding.  The  report  of  the  Treasurer,  Mr.  R.  L. 
Edwards,  showed : balance  on  hand,  October  i,  1876,  $ 121,216 ; receipts  since, 
$15,986;  total,  $137,203;  expenditures,  $17,862.  Balance  now  on  hand, 
$119,343.  The  Secretary  reported  451  members  in  full  standing  and  18 
associate  members.  On  motion,  it  was  unanimously  voted  that  a Committee 
of  three  be  appointed  to  draft  resolutions  expressive  of  the  appreciation  by 
the  members  of  the  services  rendered  to  the  Exchange  by  Messrs.  C O. 
Morris,  R.  L.  Edwards,  and  James  B.  Colgate.  On  motion,  the  officers  and 
Committee  were  directed  to  hand  over  aU  the  funds,  records,  etc.,  of  the 
Exchange  to  the  Trustees,  who  were  to  wind  up  its  affairs  and  distribute  the 
balance  of  assets  pro  rata  among  the  members. 

The  Trustees  to  wind  up  the  affairs  of  the  Gold  Exchange,  elected  by  the 
members  on  the  17th,  were  Messrs.  Eugene  S.  Ballin,  James  Seligman  and 
W.  Harman  Brown. 

Burglary. — The  Sixth  National  Bank,  on  Broadway,  Sixth  Avenue  and 
Thirty-fifth  street,  was  entered  on  Sunday,  April  8th,  between  one  and  four  p.m. 
by  burglars,  who  got  into  the  unoccupied  basement,  sawed  through  the  floor, 
and  broke  open  a safe  containing  a quantity  of  silver  coin.  A large  Herring 
safe,  containing  the  main  cash  of  the  bank,  was  unsuccessfully  attempted.  At 
four  o’clock  a policeman  observed  the  broken  safe  through  the  window,  but 
the  thieves  had  already  flown,  carrying  off  about  $2,000  in  silver  coin. 

Connecticut. — The  following  is  the  new  Interest  Law  of  this  State,  which 
was  approved  March  23,  1877.  It  will  be  seen  that  there  is  no  penalty  for,  or 
recovery  of  usury  once  paid,  while  no  higher  rate  than  six  per  cent  can  be  col- 
lected by  suit  at  law : 

An  Act  Concerning  Rate  of  Interest, — Be  it  enacted  by  the  Senate  and  House 
of  Representatives  in  General  Assembly  convened : 

Section  i.  The  compensation  for  forbearance  of  property  loaned  at  a fixed 
valuation,  or  for  money,  shall  in  the  absence  of  any  agreement  to  the  contrary, 
be  at  the  rate  of  six  per  cent,  a year.  And  in  computing  interest,  three  hun- 
dred and  sixty  days  may  be  considered  a year. 

Sec.  2.  Interest  at  the  rate  of  six  per  cent,  a year,  and  no  more  may  be 
recovered  and  allowed  in  civil  actions,  including  actions  to  recover  money 
loaned  at  a greater  rate,  as  damages  for  the  detention  of  money  after  it  becomes 
payable  ; but  judgment  may  be  given  in  any  court  for  the  recovery  of  taxes 
assessed  and  p>aid  upon  the  loan  ; and  the  insurance  upon  the  estate  mortgaged 
to  secure  the  loan  whenever  the  borrower  has  agreed  in  writing  to  pay  such 
taxes  or  insurance,  or  both. 

Sec.  3.  No  borrower  of  money  shall  be  permitted  to  set-off,  or  recover  back 
by  any  proceeding  in  court,  any  sum  of  money  paid  by  way  of  interest,  discount, 
or  damages  for  the  detention  of  money  in  excess  of  the  rate  of  six  per  cent  a year. 

Sec.  4.  Nothing  contained  in  this  act  shall  affect  any  contracts  heretofore 
entered  into,  nor  any  suit  now  pending. 

Sec.  5.  All  acts  inconsistent  herewith  are  hereby  repealed. 
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Savings  Banks  and  the  Rate  of  Interest. — On  April  13th,  a large  num- 
ber of  representatives  of  the  savings  banks  of  Connecticut  held  a meeting  at 
Hartford  to  take  action  upon  the  new  six  per  cent  interest  law.  There  were 
fifty-two  delegates  present,  representing  forty-seven  banks.  The  following 
resolution  was  adopt^: 

Resolved^  That  waiving  the  question  of  the  constitutionality  of  the  Act  relat- 
ing to  savings  banks,  passed  at  the  last  session  of  the  General  Assembly,  and 
approved  March  12,  1877,  we  recommend  to  the  savings  banks  of  this  State 
to  only  require  the  payment  of  interest  on  loans  at  the  rate  of  six  per  cent, 
per  annum,  semi-annually,  in  all  cases  where  the  same  becomes  payable  after 
April  20,  1877,  when  said  Act  takes  effect. 

Illinois. — The  banking  firm  of  Burnham,  f'ondit  & Co.,  at  Champaign,  has 
been  dissolved.  Mr.  A.  C.  Burnham  has  purchased  the  interest  of  Mr.  R.  B. 
Condit  The  business  is  continued  under  the  firm  name  of  Burnham,  Scott 
& Co.,  with  the  same  capital,  viz;  $150,000. 

Iowa. — Mr.  James  P.  Cox,  President  of  the  State  National  Bank  of  Keokuk, 
died  in  that  city  on  April  4th.  Mr.  Cox  has  been  President  of  this  institu- 
tion from  its  first  organization  as  a State  bank,  in  1865.  Previously  to  that 
time  he  had  been  engaged  in  mercantile  pursuits,  and  had  acc^uired  a hand- 
some competency.  He  was  beloved  and  respected  by  the  entire  commimity 
in  which  he  had  so  long  lived. 

Massachusetts. — The  Jamaica  Plains  Savings  Bank,  which  was  incorporated 
four  and  a half  years  ago,  has  paid  all  expenses  and  five  or  six  per  cenL 
dividends  yearly,  but  the  officers  have  taken  no  salaries,  and  are  unwilling 
to  continue  it  longer.  The  depositors  were  notified  to  withdraw  their  funds 
a short  time  since,  and  have  done  so  to  a considerable  extent ; and  now  the 
Treasurer  has  converted  all  of  the  securities  into  cash,  and  is  prepared  to  pay 
all  depositors.  It  has  done  a small  business,  and  at  the  last  report  had  only 
150  open  accounts  and  $22,035  on  deposit 

The  West  Boston  Savings  Bank,  which  suspended  business  January  ii,  on 
account  of  impaired  capital,  resumed  on  April  2d,  with  a balance  of  $ 120,559 
over  all  liabilities. 

Mr.  Henry  B.  Groves,  Manager  of  the  Boston  Clearing  House,  died  in 
that  city  on  April  i6th,  after  a brief  illness.  Mr.  Groves  has  held  this  position 
since  the  organization  of  the  Clearing  House,  in  1856,  and  his  intelligent  and 
efficient  services  fully  justified  the  confidence  reposed  in  him  by  the  banks. 
The  Clearing  House  Association  held  a special  meeting  on  the  17th,  at  its 
rooms,  for  the  purpose  of  taking  action  upon  his  death. 

Missouri. — Another  bank  in  St  Louis,  the  Bank  of  North  America,  has 
gone  out  of  business,  and  has  transferred  its  business  to  the  Bank  of  St.  Louis. 
This  reduces  the  number  of  banks  in  that  city  to  forty-three,  whereas  it  was 
sixty  in  1873,  which  indicates  the  difficulties  of  transacting  a banking  business 
with  profit  during  the  troublous  times  of  the  past  few  years.. 

The  Two-cent  Check  Stamp. — Among  the  most  active  workers  for  the 
abatement  of  this  troublesome  tax,  is  Mr.  J.  T.  Heald,  banker,  of  Wilming- 
ton, Delaware.  Mr.  Heald  has  sent  out,  at  his  own  expense,  a large  number 
of  circulars  to  banks  and  bankers,  in  one  of  which  he  says:  “The  two-cent 
check  stamp  tax  is  the  lerst  equitable,  most  perplexing,  and  meanest  of  the 
1^^  document  and  paper  stamp  taxes,  all  of  which,  with  this  exception, 
have  been  repealed.  Its  self-imposed  collection  involves  the  daily  infliction  of 
inconveniences  and  annoyances  upon  about  one  quarter  million  of  citizens,  and 
is  altogether  an  ‘unmitigated  nuisance.*  . . . The  subscriber  has  forwarded 

to  the  Senate  and  House  nearly  1,500  petitions,  with  about  100,000  petition- 
ers, from  all  the  thirty-eight  States  and  from  six  Territories ; had  personal 
interviews  with  a large  proportion  of,  and  correspondence  by  letters  and  cir- 
culars with,  all  the  members  of  both  Houses.’* 

Our  readers  will  almost  unanimously  agree  with  Mr.  Heald  in  his  estimate 
of  that  tax.  He  urges  all  bankers  to  write,  and  have  written  by  prominent 
citizens,  letters  to  members  of  Congress,  urging  its  repeal. 
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New  Jersey. — The  State  Bank  of  New  Brunswick  closed  its  doors  on 
March  31st.  There  had  been  rumors  of  its  unsoundness  for  some  time,  and 
depositors  had  been  withdrawing  their  money  freely  for  the  previous  few  days. 
The  bank  suffered  from  the  panic  of  1873,  and  in  1875  instituted  a suit 
against  the  Woodworth  Carpet  Company  for  nearly  $ 1,000,000,  on  account  of 
an  alleged  irregular  transaction,  but  was  defeated.  A temporary  suspension 
resulted,  but  the  bank  resumed  business,  and  has  struggled  along  till  now. 

The  Charges  against  the  Bank  Superintendent. — The  State  Senate’s 
Committee  on  Banks  met  in  this  city  on  ^nl  23d,  and  began  the  investi- 
gation of  the  charges  preferred  by  the  Receiver  of  the  Mechanics  and 
Traders*  Savings  Bank  against  Dewitt  C.  Ellis,  Superintendent  of  the  Bank 
Department  From  the  testimony  of  Ira  W.  Gregory  and  Wm.  Floyd,  Examin- 
ing Committee  of  the  Trustees  of  that  bank,  it  appeared  that  in  July,  1874, 
they  found  the  bank  insolvent,  and  subsequently  notified  Mr.  Ellis,  who  made 
an  examination  and  estimated  the  deficit  at  $25,000,  which  the  witnesses 
thought  he  had,  by  over- valuation  of  assets,  got  much  too  low,  and  which  he 
himself  admitted  would  perhaps  be  more  accurately  stated  at  $50,000.  Mr. 
Ellis  wrote  to  the  President  in  October,  saying  the  Trustees  must  in  some  way 
make  the  deficit  good.  It  appears  he  was  afterward  verbally  informed  that 
it  had  been  made  good  from  the  profits. 

The  evidence  thus  far  adduct  seems  to  prove  only  that  differences  of 
opinion  existed,  and  that  errors  of  judgment  were  made  by  Mr.  Ellis. 

North  Carolina. — Two  years  ago  this  State  adopted  an  Usury  law  which 
inflicted  a forfeiture  of  double  the  principal  and  a fine  of  $ 1,000,  for  all  viola- 
tions. In  March  that  law  was  repealed,  and  the  following  act  passed  : 

A Bill  to  be  entitled  an  Act  to  repeal  chap.  84,  Public  Laws  of  1874-75,  and  to 
regulate  the  rate  of  interest. 

Whereas,  The  penalties  for  the  usurious  lending  of  money  are  not  enforced 
against  National  banks  ; therefore. 

Section  i.  The  General  Assembly  of  North  Carolina  do  enacts  That  chapter 
(84)  eighty- four,  public  laws  of  1874-75,  be,  and  it  is  hereby  repealed  and  the 
following  substituted  in  its  stead. 

Sec.  2.  That  the  legal  rate  of  interest  shall  be  six  per  cent,  per  annum  for 
such  time  as  interest  may  accrue,  and  no  more  ; Provided,  however.  That  upon 
special  contract  in  writing,  signed  by  the  party  to  be  charged  therewth,  or  by 
his  agent,  so  great  a rate  as  eight  per  cent  may  be  allowed. 

Sec.  3.  That  the  taking,  receiving,  reserving,  or  charging  a rate  of  interest 
greater  than  is  allowed  by  the  preceding  section,  shall  be  deemed  a forfeiture 
of  the  entire  interest  which  the  note  or  other  evidence  of  debt  carries  with  it, 
or  which  has  been  agreed  to  be  paid  thereon.  In  case  a greater  rate  of  interest 
has  been  paid,  the  person  by  whom  it  has  been  p>aid,  or  his  legal  representa- 
tive, may  recover  back  in  an  action  in  the  nature  of  an  action  for  debt,  twice 
the  amount  of  interest  thus  paid ; provided  such  action  is  commenced  within 
two  years  from  the  time  the  usurious  transaction  occurred. 

Pennsylvania. — The  directors  of  the  State  Bank  of  Harrisburgh  voted,  on 
March  30th,  to  go  at  once  into  liquidation,  paying  immediately  twenty  per  cent 
of  all  claims,  and  the  balance  as  soon  as  the  b^k  can  realize  from  its  assets. 
A circular,  signed  by  the  President  and  Cashier,  says  that  this  action  has  been 
induced  principally  by  the  unprofitableness  of  banking.  The  depositors  and 
others  are  assured  that  the  assets  are  ample  to  satisfy  all  claims.  The  circular 
states  the  assets  at  $202,585;  liabilities,  $162,049;  surplus,  $40,536. 

Mr.  Thomas  Balch,  of  Philadelphia,  who  died  in  that  city  on  March  29th, 
was  prominently  known  as  one  of  the  l^st-informed  men  in  this  country,  upon 
the  monetary  ^airs  of  France,  and  upon  those  subjects  of  p>olitical  economy 
especially  understood  in  that  country,  where  he  resided  for  many  years. 

Mr.  Balch  was  the  first  to  propose  a Court  of  International  Arbitration, 
which  he  did  in  1865.  He  was  an  earnest  student,  and  unwearied  in  research. 
His  chief  literary  work  was  a history  of  the  French  settlers  in  America,  called 
franfais  en  Amerique,''  but  he  has  written  several  valuable  pamphlets 
upon  financial  topics.  Few  Americans  were  so  thoroughly  conversant  as  he 


Digitized  by  LjOOQle 


18770 


BANKING  AND  FINANCIAL  ITEMS. 


903 


with  the  theory  and  practice  of  French  banking,  and  especially  with  regard  to 
the  Credit  Fonder.  His  translation  for  the  Banker’s  Magazine  of  M.  Wolow- 
ski’s  paper,  upon  the  payment  of  “The  French  War  Fine”  and  its  conse- 
quences (published  in  May  and  June,  1875,)  ^ remembered  by  our 

readers.  Mr.  Balch  was  an  earnest  advocate  of  the  the  bi-metallic  monetary 
theory,  but  such  was  his  fairness  of  judgment  and  love  of  justice  that,  when 
attacked  by  his  last  illness,  he  was  engaged  in  the  translation  for  this  Magazine 
of  Dr.  Hamburger’s  recent  pamphlet  entitled  “ Reichsgoid,”  which  is  esteemed 
the  ablest  presentation  of  the  mono-metallic  view. 

Mr.  Balch  occupied  a position  in  Europe  enjoyed  by  few  Americans  not  in 
public  stations.  He  had  intimate  relations  with  many  distinguished  people 
both  in  Paris  and  London — with  M.  Guizot,  and  his  son-in-law,  Cornells 
De  Witt,  and  was  the  early  and  constant  friend  of  Prevost-ParadoL  He  was 
also  much  respected  and  relied  on  in  relation  to  American  matters  by  some 
of  the  leading  bankers  in  France,  Germany  and  Holland. 

Virginia. — In  the  Circuit  Court  of  Augusta  County,  Virginia,  were  recently 
tried  twelve  cases  of  the  Virginia  Banking  and  Trust  Company  vs.  M.  G.  Har- 
man^ or  A,  W.  Harmany  as  principals,  with  various  indorsers,  in  which  the 
defence  of  usury  was  set  up. 

Judge  McLaughlin  applied  to  these  cases  the  same  principles  as  in  the  suits 

of  the  National  Valley  Bank,  which  are  reported  on  page  of  this  number, 

and  also  held : 

1.  That  the  penalities  of  the  present  usury  laws  in  Virginia,  are  the  same  as 
those  prescribed  by  the  National  Banking  Act. 

2.  That  where  a note  was  discounted  at  twelve  per  cent,  when  it  was  legal  to 
exact  that  rate,  a renewal  of  it  at  the  same  rate  after  a lower  rate  had  been 
fixed  by  law,  is  not  usurious. 

3 That  the  penalties  for  usury  are  those  in  force  at  the  time  the  usurious 
loan  is  made. 

4.  That  where  a discount  was  made  while  the  Act  of  the  1st  of  April,  1873, 
was  m force,  at  a higher  rate  than  eight  per  cent,  the  lender  is  entitled  to 
recover  the  amount  of  the  note  after  deducting  all  payments  for  excess  of 

interest  over  six  per  cent,  with  interest  at  the  rate  of  six  per  centum  from  the 

maturity  of  the  note. 

The  Hon.  Lorenzo  Sabine,  who  died  at  his  residence  in  Boston  on 
April  14th.  was  bom  in  New  Hampshire  in  1803.  After  his  removal  to 
Massachusetts,  Mr.  Sabine  held  the  position  of  Confidential  A^nt  of  the 
United  States  Treasury  Department,  was  chosen  a member  of  the  thirty-second 
Congress,  and  was  for  many  years  Secretary  of  the  Boston  Board  of  Trade, 
For  the  past  few  years  Mr.  Sabine  has  led  a life  of  retirement.  He  was  a 

self-educated  man,  bred  to  mercantile  life,  but  at  an  early  period  manifested 

such  readiness  as  a writer,  that  he  was  subsequently  induced  to  turn  his  atten- 
tion to  literary  work.  Among  other  writings,  he  was  the  Author  of  an  essay 
on  banking  entitled  “ Suggestions  to  Young  Cashiers  on  the  Duties  of  their 
Profession^  obtained  the  prize  offered  by  the  Banker’s  Magazine,  and 

is  now  found  in  the  **  Bankers  Common  Place  Book.'' 

A Teller  who  Knew  his  Business. — An  incident  occurred  the  other  day 
in  an  institution  not  a thousand  miles  from  Lindsay,  Ontario,  which  is  thus 
related  by  the  Post  of  that  town.  The  Inspector  from  the  parent  bank  was 
pa^ng  his  usual  visit,  and  had  among  other  thin^  counted  the  Teller’s  cash, 
which  was  found  “O.K.”  On  returning  the  cam  to  the  Teller,  the  latter 
at  once  carefully  counted  it.  The  Inspector,  a little  surprised,  asked  the  cause 
of  this  needless  ceremony,  whereupon  the  Teller  replied  that  he  “never 
allowed  any  man  to  handle  his  cash  without  counting  it  after  him.”  The  result 
of  this  cool  reply  and  business  method  was  a prompt  and  handsome  increase 
in  the  Teller’s  salary. 

Netherlands. — The  Netherlands  Second  Chamber  has  unanimously  adopted 
the  bill  establishing  in  the  Dutch  Indies  a gold  standard  together  with  the 
silver  standard. 
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DIVIDENDS  OF  THE  BOSTON  BANKS. 


[ Compiled  from  the  Reports  of  J.  G.  Martin,  Stock  Broker,  Boston.  ' 


Capital, 

— Dividend — Stock  Quotations.^--. 

ISnrpius, 

April, 

Oct., 

April, 

Oct., 

AfcA.  30, 

Tan.  20. 

Names  of  Banks. 

1877. 

1876. 

1877. 

00 

*877.  1877. 

Atlantic  National.  

8 750.00a 

4 

4 

^133 

$>33  • 

$300,000 

Atlas  National 

1 ,500,000 

3 

3 

117 

120 

300,000 

Blackstone  National 

a, 000, coo 

3 

3 

120 

116 

352,000 

Blue  Hill  National 

300,000 

3 

3 

1 10 

105 

33,285 

Boston  National 

1,000,000 

3 

3 • 

»25 

**7 

285,109 

Boylston  National 

700,000 

3 

3 

»33 

126 

150,000 

Broadway  National 

200,000 

- 

- 

95 

93 

35 

Bunker  liill  National 

500,000 

S 

5 

165 

*70 

250,000 

Central  National 

5C0.000 

3 

2 

>03 

100 

9,000 

Columbian  National 

1,000,000 

4 

4 , • 

*44 

*44 

400,000 

Continental  National 

1,000,000 

2 

2%  . 

xio 

105 

100,000 

Eleventh  Ward  National 

300,000 

- 

- 

92 

45 

12,000 

Eliot  National 

1,000,000 

2 

2 

*13 

III 

200,000 

Everett  National 

400,000 

3 

3 • 

122 

120 

64,682 

Faneuil  Hall  National 

1,000,000 

4 

4 

140 

136  . 

250,000 

First  National 

1,000.000 

6 . 

6 

206 

2^ 

1,000,000 

First  Ward  National 

300,000 

. 

2 

90 

90 

5.5<» 

Fourth  National 

200.000 

800.000 

. 

- 

100 

97 

2,000 

Freeman’s  National 

3 

3 • 

116 

**4 

i6o,coo 

Globe  National 

1,000,000 

3 

2 

120 

118 

230,000 

Hamilton  National  

750,000 

3 

2 

120 

118  . 

150,000 

Howard  National 

1,000,000 

3 

3 • 

113 

**5 

ito,ooo 

Manufacturers'  National 

500,000 

2 

102 

97 

*3>ooo 

Market  National 

800,000 

3 

2 

110 

iia 

101,055 

Mass.  National,  par  $250 

800,000 

3 

2 

125 

120 

160,000 

Maverick  National 

400,000 

4 

4 

150 

*45 

175,000 

Mechanics’  National 

250,000 

4 

4 

*30 

*30  . 

6o,o(X> 

Merchandise  National 

500,000 

3 

. 

106 

107 

3>o*>o 

Merchants’  National 

3,000,000 

4 

354  . 

MJ 

14* 

1,050,000 

Metropolitan  National.  

500,000 

- 

- 

90 

92 

— 

Monument  National 

150,000 

5 

5 • 

185 

185 

130,000 

Mount  Vernon  National 

200,000 

3 

3 • 

129 

*23 

40,000 

National  B’k  of  Brighton,  p.  $80. 
National  Bank  of  Commerce  ..  . 

300,000 

3 

3 

98 

93  . 

50,000 

2,000,000 

3 

3 

116 

**4 

500,000 

National  B’k  of  Commonwealth. 

500,000 

3 

3 

1 1654 

118 

70,000 

National  Bank  of  North  America. 

1,000,000 

2 

3 

105 

108 

*17.223 

National  Hank  of  Redemption  . . 

1,000,000 

4 

3 

*49 

145 

500,000 

National  Bank  of  the  Republic.. 

1,500,000 

3H  . 

354  . 

*33 

*33 

300,000 

National  City 

1,000,000 

3 

3 

1 18 

121 

1*9,649 

National  Eagle 

1,000,000 

2 

2 

1*5 

>*3 

200,000 

National  Exchange 

1,060,000 

6 

454  . 

176 

176 

700,000 

National  Hide  & Leather  

1,500,000 

2/2  . 

254  . 

111 

**»54  . 

*53.300 

National  Market  of  Brighton.... 

250,000 

6 

6 

170 

170  . 

Ill 

100,000 

National  Revere 

2,000,000 

3 

3 

111 

257,000 

National  Rockland 

300,000 

5 

4 

160 

*55 

150,000 

National  Security 

200,000 

J3  . 

t3  . 

208 

203 

140,000 

National  Union 

1,000,000 

4 

3 

«59 

*5* 

500,000 

National  Webster. 

1,500,000 

2 

2 

104 

*05 

*55.200 

New  England  National 

1,000,000 

4 

4 

«43 

*43  . 

432,272 

North  National.  

1,000,000 

3 

3 

130 

*25 

300,000 

Old  Boston  National 

900,000 

4 

354  . 

72 

72 

180,000 

People's  National 

300,000 

5 

5 

160 

160 

180,000 

Second  National 

1,600,000 

4 

4 

*44 

*45 

750,000 

Shawmnt  National 

1,000,000 

3 

3 

122 

122 

200,000 

Shoe  & l.eathcr  National 

1,000,000 

3 

3 

121 

121 

200,000 

State  National 

2,00<>,000 

254  . 

254  . 

1 10 

*15 

96,000 

Suffolk  National 

1,500,000 

3 

3 

128 

126 

260,000 

Third  National 

300,000 

3 

254  . 

128 

120 

130,000 

Traders’  National 

600,000 

2 

2 

107 

*05 

94.702 

'J'remont  National 

2,000,000 

- 

3 

108 

*15  . 

164,589 

Washington  National 

April,  1877 

750,000 

^54i300,ooo 

4 

4 

142 

*40 

280,453 

Market  Value — Dividend  on.  J Quarterly. 


Digitized  by  LjOOQle 


18770 


DIVIDENDS  OF  THE  BOSTON  BANKS. 


905 


The  foregoing  table  presents  the  capital  of  each  Boston  bank,  together  with 
the  last  two  semi-annual  dividends,  free  of  all  taxes,  and  the  amount  p>ayable 
on  Monday,  April  2.  Also  the  market  value  for  each  stuck,  dividend  on, 
October  i,  1876  and  at  the  present  time.  It  is  difficult  to  price  the  stocks 
accurately,  owin^;  to  radical  changes  in  dividends,  which  have  not  vet  had  their 
full  effect,  and  m some  cases  the  last  prices  may  not  be  sustained. 

The  bank  dividends,  though  previously  reduced  very  largely,  still  continue 
to  diminish.  The  line  of  six  per  cents,  of  which  at  one  time  there  was  a large 
number,  has  been  reduced  to  three,  and  of  five  per  cents,  once  the  leading 
figure,  only  three  remain;  3,  2^  and  2 per  cent,  teing  the  usual  figures. 

Of  the  sixty-one  banks  within  the  limits  of  Boston,  two  pay  6 per  cent., 
three  5 per  cent,  one  4^  per  cent,  nine  4 per  cent.,  three  3^  per  cent., 
twenty-two  3 per  cent,  one  3 per  cent,  quarterly,  five  2J  per  cent,  ten 
2 per  cent.,  and  five  pass,  making  an  average  of  almost  precisely  3 per  cent. 


COUNTERFEITS  OF  NATIONAL  BANK  NOTES. 

The  following  is  a complete  list  of  all  the  counterfeits  of  National  bank  notes 
that  have  been  presented  at  the  Redemption  Bureau : 

TWOS. 


N.  Y. 

City.. 

..  Marine. 

...  N.  Y...  Kinderhook.. 

. Nat.  Union. 

(t 

it 

..  Market. 

...  “ ...  Linderport... 

. Nat.  Union.* 

<< 

<« 

..  Ninth. 

“ ...  PeekskilL 

Westchester  Co. 

<< 

..  St.  Nicholas. 

...  R.  I....  Newport 

Nat  of  R.  I. 

FIVES. 

Conn 

. Jewett  City.. 

..  Jewett  City. 

...  III.....  Galena 

First.* 

III... 

. Chicago 

..  First. 

...  “ ...  Paxton 

. First. 

(< 

it 

..  Merchants’. 

...  “...Peru 

First. 

<« 

<( 

..  Traders’. 

...  Mass.  . New  Bedford.  Merchants’. 

<• 

. Aurora 

..  First. 

...  “ ...  Northampton 

First. 

. Canton 

..  First. 

“ ...  Westfield 

Hampden. 

Mich.,  Jackson,  People’s. 

TENS. 

N.  Y. 

City- 

..  American.* 

...  N.  Y...  Lockport 

First. 

tt 

..  Croton.* 

“ ...  Newburgh.... 

Highland. 

tt 

..  Marine. 

...  “ ...  Poughkeepsie.  City. 

<« 

tt 

..  Mechanics’. 

tt  ft  ft 

Far.  & Mfrs*. 

<< 

tt 

..  Merchants*. 

tt  tt  tt 

First. 

4< 

tt 

..  Nat.  of  the  State. 

...  “ ...  Red  Hook.... 

First. 

<( 

tt 

..  Union. 

“ ...  Rochester 

Flour  City. 

IND.  .. 

,.  Lafayette.... 

..  Lafayette. 

...  “ ...  Rome 

Central. 

<< 

. Richmond... 

..  Richmond. 

...  “ ..  Syracuse 

Syracuse. 

N.  y!! 

..  Albany 

..  Albany  City. 

“ ...  Troy 

Mutual. 

Auburn 

..  Auburn  City. 

...  Penn..  Philadelphia.. 

First. 

Penn.,  Philadelphia,  Third. 

TWENTIES. 

N.  Y. 

City 

. Market. 

...Conn..  Portland 

First. 

M 

“ 

. Merchants*. 

...  III.....  Chicago 

First. 

(• 

. Nat.  of  Com’rce. 

...  N.  Y...  Utica 

City.* 

<< 

<( 

. Shoe  & Leather. 

ft  tt 

Oneida. 

tt 

. Tradesmen’s. 

...  Penn.  . Philadelphia.. 

Fourth. 

ONE  HUNDREDS. 

N.  Y. 

City 

. Central. 

...  Mass..  Boston 

First. 

Ohio.,  Cincinnati,  Ohio. 

* The  Nadonal  Union,  Linderport ; First,  Galena ; and  City,  Utica  ; are  no  longer  in  existence. 
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CHANGES  OF  PRESIDENT  AND  CASHIER 

(Monthly  Ust;  conHntud  from  April  No,^  page  808.J 
April,  1877. 

Nam*  of  Bank.  Elected,  In  ylace  ^ 

Ala...  Merchants  & Planters* J ( A.  B.  Peck,  Nr G.  B.  Holmes. 

Nat.  Bank,  Montgomery  ( Robt.Goldthwaite,Gw.  A.  B.  Peck. 

Cal.  ...  B.  of  Healdsburg,  Healds’g.  JohnN.  Bailhache,  Pr.  W.  S.  Canan. 

cow...  Bent  Albert  G.  Siddons,  Grr.  J.  H.  Maugham. t 

Conn..  Conn.  Nat  B.,  Bridgeport..  Sam’l  W.  Baldwin,  Nr.  D.  H.  Sterling.* 

“ ...  Farmers  & Mechanics*  ( Alva  Oatman,  Nr, 

Nat*l  Bank,  Hartford  ^ Wm.  W.  Smith,  Ast.  C.  

Geo.  ...  Atlanta  Sav.  Bank,  Atlanta.  Lodowick  J.  Hill,  Cos,  R.  H.  Richards. 

“ ...  First  Nat*l  Bank,  Newnan...  H.  C.  Fisher,  Cos L.  J.  HilL 

III.  ....  Mt.  Vernon  N.  B.,  Mt.  V...  N.  Johnston,  Nr A.  M.  Grant. 

“ ...  Livingston  Co. N.B., Pontiac.  J.  M.  Greenebaum,Pr.  E.  G.  Keith. 

“ ...  First  Nat*l  B.,  Wilmington.  John  W.  Stewart,  Nr.  A.  J.  McIntyre.* 

Ind Merchants*  N.  B. , Evansville.  H.  L.  Meadows,  Cos. . M.  Henning 

“ ...  City  Nat’l  Bank,  Goshen....  A.  C.  Jackson,  Nr H.  H.  Hitchcock. 

“ ...  First  Nat*l  Bank,  Kokomo.  C.  A.  Jay,  Cos. W.  P.  Vaile. 

“ ...  First  Nat*l  Bank,  Liberty...  M.  J.  Witt,  Nr. W.  W.  Sullivan. 

Iowa...  First  Nat*l  Bank,  Burlington.  William  P.  Foster,  Cos.  J.  C.  Osgood. 

'■  SSlonf  ^ C.  A.  Cbl.. 

“ ...  Merchants*  N.B.,  Fort  Dodge  J.  M.  Mulroney,  Nr....  H.  Strong.* 

Ky.  ....Mt.  Sterling  N.  B.,  Mt  S..  H.  R.  French,  Gw.....T.  H.  Summers. 

Mass...  Merchandise  N.  B.,  Boston.  J.  F.  R.  Foss,  Cos E.  O.  Rockwood. 

Mo Com*l  N.  B.,  Kansas  City...  J.  V.  C.  Karnes,  Nr...  L.  K.  Thacher. 

“ ...  Laclede  Co.  Bank,  Lebanon.  Geo.  A.  Paddock,  Cos.  C.  O.  Tattershall. 

“ ...  Bank  of  Tipton,  Tipton A.E.  Yia^^^^Acfg  Cos.  H.  A.  Tompkins. 

N.  H...  Pittsfield  Nat*l  B.,  Pittsfield.  John  A.  Goss,  Cos J.  Carpenter. 

N.  J. ...  Hackettstown  Nat*l  Bank...  John  C.  Welsh,  Pr....P.  Smith.* 

N.  Y...  First  Nat  B*k,  Cooperstown.  E.  M.  Harris,  Nr. C.  Graves. 

“ ...  First  Nat’l  B^k,  Fulton. ...  R.  H.  Tyler.  Nr. M.  L.  Lee. 

“ ...  Huguenot  N.  B.,  NewPaltz.  Charles  W.  Deyo,  Cos.  M.  DuBois.* 

“ ...  First  Nat.  B’k,  Port  Henry.  F.  S.  Atwell,  Cos. J.  D.  Atwell. 

“ ...  Nat’l  Bank  of  West  Troy B.  McE.  Shafer,  Cos...  G.  B.  Wilson. 

“ ...  Merchants*  N.  B.,  Whitehall.  E.  W.  Hall,  Nr L.  J.  N.  Stark. 

N.  C. ..  First  Nat  Bank,  Wilson.....  Fra^k  W.  Barnes,  Nr.  W.  D.  Rountree. 
Ohio..  Ohio  National  Bank,  ( JohnMcClymonds,Pr.  R.  Hanna. 

Cleveland  ( H.S  Kaufman,  ^r/.CVw.  J.  McClymonds. 

“ ...  First  Nat.  Bank,  Delphos...  Rudolph  Reul,  Nr.....  J.  M.  C.  Marble. 

“ ...  First  National  Bank,  J C.  F.  Brooke,  Pr. W.  M.  Brooke. 

Eaton  ( Wm.  M.  Brooke,  (ms.C.  F.  Brooke. 

“ ...  First  National  Bank,  Ripley.  E.  R.  Bell,  Cos D.  P.  Evans.* 

“ ...  First  Nat’l  Bank,  Van  Wert  John  A.  Conn,  Cos.....  G.  A.  Sahlquist* 

“ ...  Wayne  Co.  N.  B.,  Wooster.  E.  M.  Quinby,  Nr H.  Armstrong.* 

“ ...  First  National  Bank,  Xenia.  J.  B.  Allen,  Cos F.  A.  McClure.* 

Penn..  Carlisle  Deposit  Bank Adam  Keller,  Cas J.  P.  Hassler. 

“ ...  Second  N.  B.,Mechanicsb*g.  William  Bryson,  Cas...  A.  Keller. 

“ ...  DelawareCo.  N.  B.,  Chester.  Elwood  Tyson,  Nr.. ...  R.  H.  Croicr. 

“ ...  First  Nat.  Bank,  Tremont...  W.  A.  Huber,  Nr Z.  Batdorff. 

“ ...  First  National  Bank,  York...  Z.  R.  Loucks,  Nr D.  E.  Small. 

* Deceased.  f Removed  to  Miners  & Merchants'  Bank,  Lake  City.  ^ Not  First  N.  B, 
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R.  I....  Nat  Bank  of  Edward  A.  Greene, />r.  A.  D.  Smith. 

Tenn..  Cleveland  National  Bank....  J.  E Raht,  Pr, W.  B.  Reynolds. 

“ ...  National  Bank  of  Columbia  J.  W.  Keesee,  Pr J.  M.  Towler. 

“ - I-  J-  C-  Haynes,  Pr...  W.  R.  Butler. 

Va Farmers*  Bank,  Norfolk.....  Frederick  Hardy,  Pr..  H.  C.  Hardy. 

Wis.  ...  First  N.  B.,  Chippewa  Falls.  Sam*l  M.  Newton,  Pr.T.  L.  Halbert. 

**  ...  First  National  Bank,  Racine.  H.  B.  Munroe,  Cos....  D.  Andrews. 


DISSOLVED  OR  DISCONTINUED. 

( Monthly  Ust^  continued  from  April  No.y  page  809.^ 

Cal.  ...  Vallejo  Bank,  Vallejo ; in  liquidation. 

Colo...  German  Bank,  Denver ; now  German  Nat.  Bank,  without  other  change. 
Conn.  . Suffield  Sav.  B*k,  Suffield;  suspended  for  90  days  by  State  Commissioner. 

Ill Skilling,  Carter,  Arenz  & Co.,  Beardsiown ; in  liquidation. 

Kan....  Noah  Eby  & Co.,  Coffeyville ; suspended. 

Ky Garrard  County  Deposit  Bank,  Lancaster ; in  liquidation. 

Mich.  . First  National  Bank,  Monroe^  suspended  ; resumed  business  April  13, 
under  new  management 

Mo Bank  of  North  America,  St.  Louis ; discontinued.  Business  transferred 

to  Bank  of  St  Louis. 

“ ...  Britton,  Lomax  & Co.,  St.  Louis ; dissolved. 

“ ...  Lewis  County  Savings  Bank,  Canton;  suspended. 

N.  J....  State  Bank,  New  Brunswick  ; suspended. 

N.  Y...  Bank  of  Avon  (George  W.  Swan),  Avon;  suspended. 

**  ...  National  Bank  of  Gloversville,  Ghversville  ; suspended. 

Penn..  John  Moss,  Jr.,  Philadelphia^  suspended;  settled  and  resumed  business. 
**  ...  Empire  Bank,  Allentown ; winding  up. 

“ ...  Thomas  & Taggart,  Coatesvi/le ; suspended. 

“ ...  Farmers*  Savings  Bank,  Fogelsville ; suspended. 

“ ...  State  Bank,  Harrisburg ; in  liquidation. 

“ ...  Dougherty  Brothers  & Co.,  Harrisburg ; failed. 

Tenn..  Commercial  National  Bank,  Knoxville ; suspended. 


CHANGES  OF  TITLE,  ETC. 

New  York  City.  Commercial  Bank ; removed  to  38  Pine  Street 

“ “ E.  S.  Ballin  & Co.;  removed  to  22  William  Street 

III.....  Burnham,  Condit  & Co.,  Champcdgn ; now  Burnham,  Scott  & Co. 

Ind.  ...  St  Joseph  Valley  Bank,  Elkhart ; re-organized  as  a State  Bank. 

“ ...  Hall,  Weaver  & Co.,  La  Porte ; also  styled  B*k  of  the  State  of  Indiana. 
Mich.  . Lee  & Goodell,  Saranac ; now  Lee  Brothers. 

Mo.....  Manufacturers*  Savings  Bank,  St.  Louis ; now  Manufacturers*  Bank,  and 
moved  to  iii  North  Third  street. 

Ohio..  Citizens*  Bank,  Kenton;  succeeded  by  Kenton  Savings  Bank. 

“ ...  Youngstown  Savings  and  Loan  Association,  Youngstown ; reorganized  as 
the  Mahoning  National  Bank,  with  same  officers. 

Texas.  Boxley  & Cole,  Hempstead ; now  William  P.  Cole. 

“ ...  L.  W.  Mitchell  & Bro.,  ^n  Marcos ; now  Mitchell,  Glover  & Co. 

Va.  ....  Farmers  & Merch.  Loan  & Trust  Co.,  Norfolk ; title  now  Farmers*  Bank. 
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NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 

April,  1877. 

(^Monthly  List^  continued  from  April  No.y  page  807.) 

State.  Place  and  Capital.  Bank  or  Banker.  N.  Y.  Correspondent  and  Cashier. 

Colo...  Boulder First  National  Bank. Donnell,  Lawson  & Co. 

$ 50,000  Louis  Cheney,  Pr.  Israel  M.  Smith,  Cos. 

**  ...Denver. German  National  Bwk....  Chemical  National  Bank. 

$ 100,000  George  Tritch,  Pr.  Job  A.  Cooper,  Cos. 

Dak.  ..  Dead  wood Brown  & Thum Kountze  Brothers. 

Ill Beardstown ....  People’s  Bank. 

J.  H.  Harris,  Pr.  T.  K.  Condit,  Cos. 

IND Brazil B’k  of  Indiana.  ( Hubbard  & Teter)  Winslow,  Lanier  & Co. 

Iowa...  Villisca A.  W.  Sweet National  Bank  of  Commerce. 

Ky Lawrenceburg.  Anderson  Co.  Deposit  B’k.  Kelley  & Alexander. 

Mo Joplin Miners’  Bank 

N.  Y...  Limestone Limestone  Bkg.  Co.  (Jas.  E.  Markham)  First  Nat’l  Bank. 

Ohio...  Youngstown  ...  Mahoning  National  Bank.  Metropolitan  National  Bank. 

Joseph  H.  Brown,  Pr.  J.  H.  McEwen,  Cos. 

Tex  ...  Fort  Worth....  First  National  Bank First  National  Bank. 

$50,000  M.  B.  Loyd,  Pr.  C.  H.  Higbee,  Cos. 

Utah..  Salt  Lake  City.  T.  R.  Jones. J.  B.  Colgate  & Co. 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS. 


Authorized  to  April  25,  1877. 


No.  Name  and  Placf. 

President  and  Cashier. 

Capital. * 

Anthorized.  Paid. 

2349  First  National  Bank 

M.  B.  Loyd 

$50,000 

Fort  Worth,  Texas. 

C.  H.  Higbee. 

$40,000 

2350  Mahoning  National  Bank 

Joseph  H.  Brown. 

229,000 

Youngstown,  Ohio. 

J.  H.  McEwen. 

ii3»334 

2351  German  National  Bank 

George  Tritch 

100,000 

Denver,  Colo. 

Job  A.  Cooper. 

100,000 

2352  First  National  Bank 

Lewis  Cheney 

50,000 

Boulder,  Colo. 

Israel  M.  Smith. 

50,000 

THE  PREMIUM  ON  GOLD  AT  NEW  YORK. 
March — April,  1877. 


1876. 

Lowest.  Highest. 

1877. 

Lowest. 

Highest. 

1877.  Lowest.  Highest. 

May 

..  15 

16^ 

Mch.  26 

4X 

■ 4-X 

Aprl.  10 

SX 

June 

..  i6y 

27 

■ 4% 

II 

July 

.. 

17X 

28 

4X 

. 4}i 

12 

sX 

August 

..  12^ 

14X 

29 

4X 

• 5 

*3 

SX 

(>yi 

September  . 

••  «3^ 

30 

Good  Fnday. 

14 

6H 

6H 

October 

. 14^ 

17H 

31 

5 , 

• SH 

16 

7 

November... 

• hH 

l6}i 

April  2 

4’’A 

• 5 

*7 

7ji 

December  . 

■ ■ 

I5X 

3 

4X 

• 

18 

1877. 

4 

4)( 

• 5 

19 

6H 

January 

••  SX 

• 7H 

5 

4X 

• 5 

20 

February.... 

••  4H 

. 6 

6 

5 

• 5 

21 

674 

March 

..  4X 

• 5^ 

7 

5 

23 

7% 

7X 

9 

5 

• SX 

24 

7% 

7H 
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NOTES  ON  THE  MONEY  MARKET. 


NEW  YORK,  APRIL  24,  1 877. 


Exckangt  on  London  at  sixty  slays*  sight,  4.88  a 4.88^4  gold. 


The  troubled  condition  of  the  political  atmosphere  in  Europe,  in  consequence 
of  the  Turko-Russian  war  news,  has  not  caused  much  perturbation  here,  except 
in  the  price  of  gold  and  of  some  other  commodities,  the  market  for  which  has 
become  of  late  more  sensitive  than  usuaL  The  Bank  of  France  has  reduced 
its  rate  of  discount  to  two  per  cent.  Never  before  in  the  history  of  that  prosper- 
ous institution  has  so  low  a rate  been  reached.  In  England,  after  the  panic  of 
1866,  the  bank  rate  fell  for  several  months  to  two  per  cent,  but,  from  peculiar 
circumstances,  the  rate  of  the  bank  of  France  was  sustained  above  that  minimum 
and  never  descended  below  2^  per  cent.  The  plethora  of  idle  capital  in  the 
European  money  markets  is  now  more  remarkable  because  the  monetary  ease 
is  visibly  extending  itself  and  embracing  within  its  area  a larger  space  in  the 
commercial  world.  Two  reasons  are  assigned  for  the  monetary  stagnation  in 
France ; one  is  the  depression  of  the  silk  business  at  Lyons  and  elsewhere,  and 
the  other  is  the  failure  and  disaster  which  have  attended  the  financing  operations 
in  foreign  loans,  which  for  the  last  ten  years  have  employed  increasing  amounts  of 
capital  in  Paris  and  have  resulted  in  the  ruin  of  more  than  one  of  the  most 
prosperous  hnancial  institutions  of  France.  So  far  as  our  monetary  situation  is 
concerned  the  main  interest  attaching  to  these  new  movements  of  the  money 
market  in  Europe  arises  out  of  the  probable  tendency  to  stimulate  investments 
in  American  securities.  For  some  time  past  foreign  holders  of  our  Gk>vemment 
bonds  have  been  selling  them  in  consequence  of  the  large  amount  of  the  five- 
twenties  which  have  been  called  in  for  conversion  into  bonds  bearing  a lower 
rate  of  interest.  The  plethora  of  idle  capital  abroad  is  now  so  great,  and  shows 
so  much  tendency  to  increase,  that  there  would  be  little  doubt  of  an  early 
increase  in  the  demand  for  our  securities  in  Europe  but  for  two  unfavorable 
circumstances.  In  the  hrst  place  so  much  money  has  been  lost  by  investments 
in  foreign  securities  that  capitalists  and  investors,  both  small  and  great,  have 
acquired  throughout  Europe  a great  dislike  and  distrust  towards  foreign  invest- 
ments. Secondly,  the  war  excitement  throughout  the  financial  centers  of  Europe 
will  tend  to  develop  at  6rst  a strong  desire  on  the  part  of  capitalists  to  call 
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their  money  home,  and  to  have  it  in  a floating  shape  under  their  own  immediate 
command,  so  that  they  may  take  advantage  of  any  favorable  conjunctures  such 
as  a great  war  at  its  outset  seldom  fails  to  present  to  capitalists  for  making 
large  profits.  In  all  probability  this  result  will  be  developed  very  actively 
during  the  next  two  or  three  months.  Should  the  war  be  prolonged,  however,  a 
reaction  can  scarcely  fisil  soon  to  take  place  and  its  tendency  will  no  doubt  be 
to  send  capital  to  this  country  in  large  amounts  for  investment.  In  any  case 
there  appears  to  be  little  doubt  that  our  money  market  will  continue  easy  for 
several  months  to  come.  Some  of  our  bankers  and  money  lenders  are  looking 
forward  to  better  rates  next  autumn.  If  the  crop  prospects  are  fulfilled  an 
improvement  will  no  doubt  result  from  the  demand  on  this  country  for  grain, 
and  the  general  activity  of  trade  may  thereby  receive  such  a stimulus  that  the 
fidl  movements  in  the  money  market  may  receive  an  earlier  development  than 
usual.  It  is,  however,  premature  to  speak  with  much  confidence  on  contingen- 
cies which  are  so  remote  and  so  complicated. 

The  rates  for  loans  show  few  changes.  Call  loans  range  at  2 to  5 per  cent, 
according  to  time,  collaterals  and  other  circumstances.  On  Government  bonds 
time  loans  are  making  at  2^  to  4 per  cent.  Prime  mercantile  paper  passes  at 
to  5 per  cent.  There  is  a somewhat  better  supply  of  mercantile  bills  offer- 
ing, and  some  of  our  manufacturers  in  New  England  and  elsewhere  are  already 
receiving  some  benefit  from  the  war,  in  the  demand  not  only  for  arms,  but  for 
shoes  and  other  necessaries;  for  which  a speculative  demand  is  springing  up  in 
anticipation  that  the  war  is  certain  to  be  protracted  and  to  draw  into  the  cir- 
cle of  its  influence  more  than  one  of  the  great  powers  who  are  now  neutral. 
The  flow  of  greenbacks  from  this  city  to  the  interior  has  stopped,  and  the  tide 
of  deposits  and  of  greenbacks  is  now  setting  towards  this  city  as  will  be  seen 
from  the  subjoined  table  : 

Legal  Excess  etf 

1877.  Loans.  Specie.  Tenders.  Circulation.  Deposits.  Reserve. 

Mch.  24 1^259,690,200  .1^22,391,200  .$44,454,000  .$15,732,100  .$221,820,000  .$11,390,200 

“ 31 259,828,700  ..  20,190,800  ..  44,356,000  ..  15,797,800  ..  219,738,900  ..  9,612,075 

April  7 260,196,800  ..  21,507,900  ..  42,257,200  ..  15,931,900  ..  218,246,400  ..  9,203,500 

" 14 259,239,700  ..  19,768,600  ..  44,267,900  ..  15,961,400  ..  219,955,900  ..  9,039,775 

“ 21 257,609,700  ..  20,254,300  ..  45,896,200  ..  15,984,000  ..  220,331,400  ..  11,067,650 

The  Clearing-House  exhibit  of  the  Boston  banks  for  the  past  month  is  as  below : 


1877. 

Loans. 

specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

Mch.24. 

$ 129,235,800  . 

• • • 1 3.529.400 

••••$5,137,700  ... 

$ 72,380,800 

$ 22,653,400 

*'  3*- 

. . . 3,256,400 

. ...  5,541,000  ... 

72,279,800 

....  22,807,700 

April  7. 

. . . 2,979,000 

. ...  5,386,100  ... 

73,871,900 

23,415,100 

**  14- 

. . . 2,767,800 

•••  5.539.200  ... 

73,313.500 

• • • • 23,387,600 

**  21 . 

. . . 2,619,700 

. . . . 6,026,900  . . . 

73,513.600 

. . . . 23,420,000 

The 

Philadelphia  bank  statements  for  the  same  time  are  as  follows  : 

1877. 

Loans. 

specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

Mch.24. 

..$1,762,772  . 

••>13.9831906  .... 

$48,660,209 

....$  10,543,955 

“ 3* 

..  1,546,863  . 

••  13,907.306  ... 

48,426,355 

...  10,592,830 

April  7. 

..  1,481,507  • 

• • 14,073.425  • • • • 

48,556,936 

....  10,637,179 

'*  *4- 

••  J. 373.098  . 

••  15.231.956  ••• 

50,317,533 

....  10,638,709 

**  21. 

..  1,303,800  . 

. 15.952,149  ••• 

50,834,215 

. .••  10,574,351 

It  will  be  seen  that  the  surplus  reserve  is  now  eleven  millions  and  that  it 
stands  at  about  the  same  level  as  a month  ago.  There  is  however  this  differ- 
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ence,  that  the  present  statement  is  made  up  on  rising  averages.  The  cur- 
rency movement  and  the  drain  of  deposits  have  now  ceased  to  command  special 
attention,  as  the  time  is  passed  in  which  they  are  most  active.  The  stock  mar- 
ket has  shown  a feverish  disquiet  which  does  not  augur  very  favorably  for  the 
future.  Ciovemments  have  been  steady,  but  they  have  scarcely  advanced  as 
fast  as  gold  during  the  last  week.  The  old  issues  of  the  five-twenties  have 
been  somewhat  weaker  than  the  other  descriptions,  owing  to  the  anticipation 
of  their  early  payment  and  of  the  probable  fall  of  gold.  With  regard  to  the 
funding  operations  of  the  early  future,  they  are  involved  in  some  uncertainty. 
Secretary  Sherman,  it  is  said,  wishes  for  no  new  legislation,  but  it  is  not 
improbable  that  some  discussion  on  the  subject  will  take  place  during  the  extra 
session  of  Congress. 

State  bonds  are  dull  and  neglected,  except  the  Louisianas,  which  have 
advanced  in  consequence  of  the  political  changes  of  the  last  week.  The  States 
of  Connecticut  and  Pennsylvania  are  both  offering  new  loans  which  will  doubt- 
less be  subscribed  at  full  prices. 

Railroad  bonds  are  rather  less  in  favor,  except  those  of  the  best  trunk  lines 
which  are  held  in  strong  hands.  If  gold  is  likely  to  rise  in  price  railroad 
bonds  should  certainly  fall,  but  if  specie  payments  are  to  be  resumed  January 
1st,  1879,  seems  natural  to  expect  that,  other  things  being  equal,  the  best 
railroad  bonds  should  rise  in  value,  or  at  least  that  they  should  not  recede. 

Railroad  shares  are  less  excited,  but  there  is  a very  weak  and  unsettled  feel- 
ing pervading  the  market.  The  coal  roads  have  been  trying  to  adjust  their 
difficulties,  and  the  western  roads  are  likely  to  be  able  to  show  increased  traffic 
during  the  second  half  of  this  year.  Such  at  least  are  the  opinions  current  in 
Wall  Street  and  upon  them  better  prices  are  predicted. 

Gold  has  been  disturbed  by  the  war  news.  Considerable  oscillations  have 
taken  place  in  the  market,  owing  to  the  changing  opinions  day  by  day  as  to 
the  effects  upon  the  shipment  and  the  price  of  gold,  which  will  be  developed 
if  a large  export  of  grain  and  other  produce  should  result  from  the  demand  for 
the  war,  and  from  the  temporary  stoppage  of  the  Black  Sea  grain  trade. 
Foreign  exchange  has  advanced  and  closes  strong.  Subjoined  are  our  usual 
quotations  : 


Quotations  : Mar.  26. 

Apr.  2. 

Apr.  9. 

Apr.  16. 

Apr.  24. 

Gold 104^ 

io4j^  . 

XOS14 

. 10754  . 

10754 

U.  S.  5-aos,  1867 Coup-  uiJi  • • 

iit%  . 

111^ 

112^4  . 

112^4 

U.  S. new  10-40S  Coup.  iii 

Ill 

iiiH 

II.K  . 

**3 

West.  Union  Tel.  Co. . • • 

• 

5654 

5(>H  • 

58 

N.  Y.  C.  & Hudson  R.  93^  . . 

90H  . 

92^ 

91%  . 

SSH 

Lake  Shore 49>i  . . 

47 

47 

47>^  • 

47% 

Chicago  & Rock  Island  100^  . . 

975<  • 

96% 

ay.  . 

865i 

New  Jersey  Central. . . 8^4  . . 

SH  . 

vH  . 

7% 

Del  Lack.  & West....  59 

6o}4  . 

57K 

S25i  . 

48/8 

Delaware  & Hudson. . 49)^  . . 

50K  . 

47K 

41%  . 

44% 

North  Western 32 

32 

31K 

1654  . 

1654 

Pacific  Mail 20^  .. 

iSH  . 

i7Ji 

i65i  . 

^7% 

Erie 6 

sH  . 

6H 

sK  . 

Call  Loans a 4 

*5^  @ 5 • 

2 @ 5 

254  @ 5 . 

a @5 

Discounts 4 @6 

3^@6  . 

4 @ 6 

4 @ 6 . 

3% 

Bills  on  London 4.84 $>^-4.86^ . . 

4.84H-4.86H. 

4.865^-4.885^ 

. 4-&7%-4-^%  . 

4.88-4.90 

Treasury  balances,  cur.  1444051,185  .. 

$42,231,889  . 

$40,851,797 

. $41,664,750  . 

$4*,33S,*23 

Do.  do.  gold.  $73,124,603  .. 

$74,026,844. 

$74,7*6,670 

• $74,877*259  • 

$76,827,466 
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The  imports  for  nine  months  ending  March  31,  and  those  for  the  same  period 
in  the  two  years  preceding,  are  as  below ; the  hg^ures  representing  gold  values. 


FOREIGN  IMPORTS  AT  NEW  YORK  FOR  NINE  MONTHS  ENDING  MARCH  3I. 


1875. 

1876. 

1877. 

Six  months  ending  January  x 

$ i7S.»*«>»736 

....  1 148*376,5*9 

. $ 147,027,452 

January 

34*83 1,250 

29,756*259 

*7.646*337 

Febrtiary 

36,923,360 

27,977,330 

26,659,268 

March 

38,289,583 

32,818, 86> 

34,462,295 

Total  nine  months 

|a7S.>S4.9»> 

• •••  $238,128,985 

i *35*695*35* 

Deduct  Specie 

8,074,782 

71356*039 

*9*378,650 

Total  merchandise 

^ 267,080,147 

$ 230.772,946 

1 306,316,702 

As  compared  with  previous 

years,  the 

last  nine  months  show 

a decline  of 

sixty-two  and  a-half  millions,  from  the  same  period  ending  March  31,  1874 ; 
and  107  millions  from  that  ending  March  31,  1873.  Part  of  this  decrease,  of 
course,  is  in  the  lower  price  of  goods,  but  the  change  as  represented  is  still 
very  significant. 

The  exports  of  produce  and  merchandise  for  the  same  period  of  the  current 
fiscal  year  show  the  gratifying  gain  of  more  than  ten  millions  over  those  of 
1876 ; although  those  of  1874  and  1875  were  still  larger.  The  total  at  the  end 
of  March,  1874,  was  $256,867,560. 

EXPORTS  (exclusive  OF  SPECIE)  FROM  NEW  YORK  TO  FOREIGN  PORTS,  FOR 
NINE  MONTHS  ENDING  WITH  MARCH  3I. 


Six  months  ending  January  i . . . . 

January  

February 

March 

1875. 

$ 140,508,524 
19,291,403 
. . 18,111,985 

• • 19,582,16a 

1876. 

• • • • $ *34.944,600 

....  21,800,226 

18,304,987 
20,944,776 

*877 

• • $ *5*.493.635 

*5,403.  *69 

..  19,663,718 

..  19,822,11a 

Total  produce 

Add  specie 

$ *97.494*674 
48,905.477 

....  $195,994,589 

28,549,257 

$216,381,634 

17,960,830 

Total  exports 

$*46,399,55* 

....  $224,543,846 

••  I*34.34*.464 

DEATHS. 


At  Kasson,  Minnesota,  on  Saturday,  February  3d,  aged  forty-seven  years, 
David  Anthony,  President  of  the  First  National  Bank  of  Kasson. 

At  Detroit,  Mich.,  on  Saturday,  March  24th,  aged  seventy-eight  years, 
Elon  Farnsworth,  President  of  the  Detroit  Savings  Bank  since  its  organiza- 
tion in  1849. 

At  Keokuk,  Iowa,  on  Wednesday,  April  4th,  aged  fifty-three  years,  James 
F.  Cox,  President  of  the  State  National  Bank  of  Keokuk. 

At  Xenia,  Ohio,  on  Thursday,  March  15th,  aged  forty-one  years,  Franklin 
A.  McClure,  Cashier  of  the  First  National  Bank  of  Xenia. 

At  Van  Wert,  Ohio,  on  Saturday,  February  3d,  aged  twenty-nine  years, 
Gustavus  a.  Sahlquist,  Cashier  of  the  First  National  Bank  of  Van  Wert 
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THE  FINANCIAL  SITUATION. 

Among  the  most  prominent  topics  of  discussion  in  finan- 
cial circles  is  the  revival  that  has  been  so  generally  expected 
from  that  widespread  stagnation  by  which  nearly  all  the 
commercial  nations  of  Europe  have  suffered  equally  with  our- 
selves. When  the  panic  of  1873  occurred  few  persons  sup- 
posed that  the  effects  of  that  disaster  would  extend  so  far 
or  would  last  so  long.  The  favorite  theory  was  that,  like 
all  other  recent  monetary  spasms,  the  Jay  Cooke  panic 
would  soon  pass  away,  leaving  but  little  trace  of  its  visita- 
tion. Many  months  elapsed  before  the  true  nature  of  the 
economic  crisis  which  was  then  beginning  was  at  all  appre- 
ciated even  by  the  shrewdest  and  most  far-seeing  of  our 
financial  observers.  It  is  so  natural  to  the  human  intellect 
to  seek  out  arguments  to  prove  and  sustain  its  foregone 
conclusions,  and  the  American  mind  is  so  habituated,  in 
finance  as  elsewhere,  to  look  upon  the  bright  and  hopeful 
side  of  the  early  future,  that  there  is  no  wonder  if  a general 
disposition  was  manifested  to  regard  the  storm  which  was 
passing  over  the  country  as  a mere  temporary  disturbance  of 
the  financial  firmament,  destined  to  close  before  long,  and  to 
usher  in  a bright  day  of  industrial  prosperity  and  continue 
growth.  It  was  not  then  seen  how  deep  were  the  injurie.^ 
which  had  been  sustained  by  our  commercial  and  industrial 
organism,  in  consequence  of  the  protracted  period  of  extrava- 
gant inflation  and  expanded  credit,  in  which  vast  amounts 
of  floating  capital  had  been,  year  ^ter  year,  converted  into 
fixed  forms  of  investment  in  railroads  and  a multitude  of 
S9 
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Other  productive  enterprises ; until,  like  Nebuchadnezzar's 
image,  the  great  structure  which  had  been  reared  fell  in 
ruins  without  expectation,  almost  without  warning  and  from 
causes  which  were  all  but  unknown. 

The  panic  of  1873,  differed  in  several  essential  points  from 
the  financial  revulsions  which  were  before  on  record.  In 
1837,  1848,  1857,  1861,  and  1866,  the  trouble  was  rather  due 
to  a disturbance  of  credit  or  of  currency,  which  are  two  of 
the  three  great  forces  of  the  financial  world.  At  present  the 
evil  lies  in  another  quarter.  It  is  capital  now  which  origi- 
nates the  financial  perturbation.  Hence,  it  has  been  well 
said  that  “capital  is  on  strike.”  This  epigrammatic  form  of 
expression,  though  perhaps  not  strictly  accurate,  sets  forth 
an  important  aspect  of  the  financial  situation.  During  the 
last  twenty  years  we  have  become  familiar  with  strikes  of 
workmen  and  combinations  among  their  employers ; but  now 
we  are  brought  face  to  face  with  another  form  of  strike, 
that  of  capital  itself.  Of  course,  the  term  can  only  be 
figuratively  applied  in  this  case.  But  the  fact  to  which  it 
points  is  fundamental  and  extremely  important.  Since  the 
gold  discoveries  of  1848  floating  capital  has  multiplied 
with  a rapidity  beyond  all  precedent.  On  every  side  the 
accumulating  currents  of  this  capital  have  forced  for  them- 
selves channels  of  employment.  They  have  covered  the 
whole  area  of  the  commercial  world  with  well-arranged  net- 
works of  railroads,  banks  and  telegraphs,  sending  capital  to 
and  fro  with  immense  speed  among  dense  masses  of  indus- 
trial workers,  creating  innumerable  active  centers  of  produc- 
tion, and  organizing  mechanical  inventions  and  steam  engines 
with  a power  for  the  creation  of  wealth  equal  to  that  of 
hundreds  of  millions  of  men.  In  effecting  this  grand  trans- 
formation, capital  has  earned  larger  returns  than  were  at  all 
accessible  thirty  or  forty  years  ago.  Instead  of  the  two 
or  four  per  cent,  with  which  Holland  and  England  and 
other  rich  countries  were  satisfied  in  the  last  generation, 
capital  has  become  accustomed  to  demand  twice  or  even 
thrice  as  much  for  its  annual  earning  power.  The  desire 
and  determination  to  command  these  large  rates  of  interest, 
has  introduced  an  element  of  risk  and  of  gambling  uncer- 
tainty into  the  movements  of  capital,  in  which  keen  observers 
have  for  years  past  seen  the  menace  of  much  future  mischief. 
The  predictions  of  such  conservative  men  were  made  light  of, 
and  the  growth  of  the  financial  fabric  went  on  with  danger- 
ous speed  until  the  panic  of  1873  brought  it  down  in  disaster. 

From  that  time  capital  has  been  obstinately  avoiding  and 
refusing  its  old  channels  of  absorption  and  investment,  as 
is  proved  by  the  low  rates  at  which  it  is  now  lending  on 
call.  The  capital  which  formerly  would  have  sought  pef- 
manent  investments  is  now  timidly  hoarded,  and  the  ple- 
thoric reservoirs  of  loanable  funds  in  all  the  great  monetary 
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centers  are  full  to  overflowing.  Capital  is  on  strike,  not 
because  it  shrinks  from  employment  altogether,  but  because 
it  refuses  its  old  employments  in  the  channels  of  perma- 
nent investment. 

Nor  is  this  the  only  feature  of  the  present  crisis.  Another 
of  equal  importarice  is  the  check  which  has  been  given  to 
enterprise  and  industrial  activity.  Even  were  capital  less 
timid,  good  borrowers  are  scarce.  The  men  who  are  capa- 
ble of  organizing  labor  and  of  developing  the  productive 
energies  of  the  country  with  safety  and  success,  have  been 
discouraged  and  repelled  by  the  insecurity  and  incertitude 
which  covered  the  financial  world  with  gloom.  Over-produc- 
tion has  not  only  caused  immense  sums  of  capital  to  be 
created,  but  it  has  also  caused  much  of  it  to  be  wasted, 
and  men  of  means  and  reputation  are  unwilling  to  assume 
the  extraordinary  risks  which  of  late  attend  nearly  every 
effort  to  expand  the  area  of  business  or  to  enlarge  the 
productive  powers  of  existing  enterprises. 

A significant  illustration  of  the  extent  to  which  the 
economic  forces  of  Europe  have  been  depressed  is  offered 
by  the  report  of  the  London  Clearing  House  which  has  just 
been  issued.  The  aggregate  of  the  clearing  transactions  has 
shown  for  two  years  a notable  decrease.  The  total  for  the 
twelve  months  ending  April  30,  1877,  was  4,873  millions 
sterling,  and  for  the  preceding  year  it  was  5,407  millions, 
while  the  three  years  previous  averaged  about  6,000  millions 
sterling  a year. 


TRANSACTIONS  OF  LONDON  CLEARING  HOUSE,  1867--1877. 


1867- 68.. 

1868- 69.. 

1869- 70.. 

1870- 71.. 

1871- 72.. 

1872- 73.. 

1873- 74.. 

1874- 75.. 

1875- 76.. 

1876- 77.. 


Total  for  the 
Year. 

3.534.039.000 
3,72(^623,000 
4,018, 464,  (WO 
5.359.7*2.000 

6.003.385.000 

5.993.586.000 

6.013.299.000 

5.407.243.000 
4.873.000,000 


On  Fourths 
of  the  Month. 

••  >47.  "3.000 

...  i6i,86i,cxx> 
...  i68,523,cxx> 

...  186,517,000 
...  229,629,000 
...  265,965,000 
...  272,841,000 
...  255,950,000 
...  240,807,000 
...  231,630,000 


On  Stock  Exchange  On  Consols 
Account  Days.  Settling  Days. 

- £ 444.443.000  ••  £ 132.293.000 

550,622,000  ...  142,270,000 

...  594*763,000  ...  148,822,000 

•••  635,946,000  ...  169,141,000 

...  942,446,000  ...  233,843,000 

...  1,032,474,000  ...  243,561,000 
...  970,945,000  ...  260,072,000 

...  1,076,585,000  ...  260,338,000 
...  962,595,000  ...  242,215,000 

7*8,793,000  •••  223,756,000 


It  thus  appears  that  there  is  a falling  off  of  some  twenty 
per  cent,  in  the  aggregate  business  of  Great  Britain  as  indi- 
cated by  the  Clearing  House  Barometer.  The  amount  of  loss 
and  depression  which  has  been  spread  throughout  the  country 
by  this  severe  diminution  of  business  and  of  the  earning- 
power  of  capital  may  easily  be  conceived.  To  throw  some 
light  on  the  descriptions  of  business  which  have  suffered  the 
most,  the  foregoing  aggregates  have  been  submitted  to  an 
elaborate  analysis  by  Mr.  Henry  Jeula  a statistician  of  Lon- 
don. He  has  published  the  following  statement  of  the  pro- 
portions of  the  annual  business  of  the  Clearing  House  on  the 
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fourths  of  the  month,  when  the  commercial  bills  to  a large 
extent  fall  due,  on  account  days  when  the  Stock  Exchange 
business  is  adjusted,  and  on  the  settling  days  when  the 
transactions  in  consols  are  closed.  The  statistics  are  as 
follows : 

percentage  on  annual  total,  1867-1877. 


1867  1870  1871  1872  1873  1874  187s  1876  Mean 

to  to  to  to  to  to  to  to  0/ 

1868.  1871.  1872.  1873.  1874.  1875.  1876.  \877.xo  Y*rs 


Amount  passed  on  the 

fourths  of  the  month. . . 4-52.  4-64.  4-28.  4-43.  4-55.  4-26.  4-46,  4-75.  4-50 

Am’t  passed  on  the  Stock 

Exchange  account  days.  13-64  . 15-83  . 17-58  . 17-ao  . 16-20  . 17-90 . 17-80  . 14-75  • 16-25 

Am’t  passed  on  Consols 

settling  days 4-06 . 4-21  . 4-36  . 4-06  . 4-34  • 4-33  • 4-48 . 4-59  • 4-»5 


Total  passed  on  the  three 

specif  days 22-22  . 24-68  . 26-22  . 25-69  . 25-09  . 26-49  • 26-74  . 24-09  . 25-00 

Am’t  passed  on  the  other 


days  of  the  month 77’78  . 75-32  • 73-78.  74-3**  74-9*  • 73-5*  • 73-»6 . 75-91.  75-00 

100-00 . 100-00 . 100-00 . 100-00 . 100-00  . 100-00 . 100-00 . 100-00 . 100-00 


Percentage  of  annual 

increase — . 8-01  . 33-38  . la-ot  . — . 0-33 . — . — . 

Percentage  of  annual 

decrease — . — . — . — . 0-16  . — . xo-o8  . 9-88  . 


In  addition  to  the  general  movements  of  commerce  above 
referred  to,  several  other  facts  of  much  value  are  illustrated 
by  these  tables.  The  falling  off  in  the  Stock  Exchange 
business  is  quite  noteworthy.  The  commercial  business  and 
the  transactions  in  consols  have  consequently  received  a 
nominal  increase  in  their  percentage,  which  is  easily  explained 
notwithstanding  the  decline  in  the  aggregate  business  of 
the  year. 

The  depression  which  has  done  so  muth  to  injure  and 
impede  the  movements  of  capital,  has  of  course  spread 
much  distress  among  the  laboring  population,  and  has  thrown 
great  multitudes  out  of  work.  In  proof  of  this  the  fol- 
lowing table  has  been  prepared  of  the  in-door  pauperism  in 
England  at  present  as  compared  with  a year  ago.  The 
table  is  as  follows,  and  shows  an  increase  during  the  last 
year  of  nearly  five  per  cent.,  and  the  out-door  pauperism 
is  reported  to  show  even  a larger  increase. 

IN-DOOR  PAUPERS,  FEBRUARY  28,  1876  AND  1877. 


Divisions. 

The  Metropolis 

South  Eastern. 

South  Midland 

Eastern 

South  Western 

West  Midland. 

North  Midland. 

North  Western 

York 

Northern 

Welsh 


1877. 


39.18s 

17.707 

0,851 

8.722 

11.332 

16,339 

6,581 


21,292 
10,236 
5. 946 
5.597 


1876. 

Increase. 

37.321 

1,862 

17.575 

*32 

9.547 

304 

8.59* 

130 

10,792 

540 

«5.o33 

1.306 

6.37* 

20.096 

1.196 

9.556 

680 

5.734 

5.00* 

595 

152,786 


145,620  7, 166 
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In  view  of  these  facts  it  is  easy  to  see  that  the  recu- 
peration which  has  been  so  often  predicted  and  so  ardently 
waited  for  may  be  still  deferred,  and  may  be  slow  and 
irregular  in  developing  itself.  Our  vast  area  of  agricultural 
production  gives  us  exceptional  advantages  especially  in  the 
event  of  a protracted  war  in  the  Orient.  We  have  also 
many  other  advantages  which  seem  to  give  us  a better 
prospect  of  early  revival  in  industrial  and  financial  activity 
than  is  offered  to  most  of  the  nations  of  Europe. 


THE  BANKS  AND  SPECIE  PAYMENTS. 

BY  DR.  GEORGE  MARSLAND. 

Among  the  speculative  rumors  which  have  been  so 
actively  disseminated  since  Mr.  Sherman’s  visit  to  New  York 
last  month,  it  has  been  more  than  once  affirmed,  with  some 
emphasis,  that  the  banks  are  unfavorable  to  the  early  resump- 
tion of  specie  payments.  As  yet  we  have  seen  very  little  evi- 
dence in  support  of  this  opinion.  The  new  policy  which  Mr. 
Secretary  Sherman  has  adopted  of  selling  bonds  for  gold 
will  be  likely  to  elicit  further  indications  on  this  subject  in 
the  near  future.  If  our  banks  or  any  considerable  majority  of 
them  are  opposed  to  the  early  resumption  of  coin  payments, 
the  vigorous  progress  which  will  be  made,  should  Mr.  Sher- 
man persist  in  his  present  programme,  cannot  fail  to  develop 
the  evidence  very  soon.  The  new  movements  of  the  Treasury 
to  which  we  refer  are  connected  with  the  sale  of  four  and 
a half  per  cent  bonds  at  par  for  gold.  The  authority  for  this 
action  is  found  in  the  Law  of  January  1875,  which  declares 
that  “to  enable  the  Secretary  of  the  Treasury  to  provide  for 
the  redemption”  of  the  greenbacks  he  is  “to  issue,  sell  and 
dispose  of  at  not  less  than  par  in  coin,  either  of  the  descrip- 
tions of  U.  S.  bonds  authorized  in  the  Act  of  Congress, 
approved  July  14th,  1870,  to  the  extent  necessary  to  carry 
this  act  into  effect,  and  to  use  the  proceeds  thereof  for  the 
purposes  aforesaid.”  Under  the  authority  thus  conferred  the 
Secretary  of  the  Treasury  has  decided  to  sell  bonds  bearing 
four  and  four  and  a half  per  cent,  interest.  These  securities 
are  to  be  disposed  of  at  par  in  coin,  and  the  specie  received 
for  them  is  to  be  afterwards  sold  for  currency. 

Two  questions  have  been  raised  in  regard  to  this  arrange- 
ment. First,  it  is  asked  what  the  Secretary  intends  to  do 
with  the  currency  so  received  as  the  proceeds  of  the  resump- 
tion bonds.  From  a mistaken  interpretation  of  the  law  it  has 
been  supposed  that  the  Secretary  is  armed  with  the  power 
to  cancel  and  destroy  the  greenbacks  received  from  the  sale 
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of  resumption  bonds,  so  as  to  contract  the  currency  as  rapidly 
as  he  can  place  his  bonds  on  the  market.  A better  opinion 
is  that  the  Secretary  has  at  present  no  power  under  existing 
laws  to  contract  the  greenback  currency  in  the  way  proposed, 
and  that  the  only  course  open  to  him  is  to  accumulate  in 
the  Treasury  the  currency  which  he  receives  in  payment  for 
the  coin  proceeds  of  the  bonds. 

The  second  question  is  as  to  the  kind  of  currency  which 
will  thus  be  locked  up  in  the  Treasury.  It  is  well  known 
that  the  law  allows  any  currency  payments  to  the  Treasury 
to  be  made  in  two  ways,  by  bank  notes  or  by  greenbacks.  If 
the  Secretary  should  hold  any  considerable  portion  of  the 
proceeds  of  the  resumption  bonds  in  bank  notes,  it  is  obvious 
that  they  would  not  be  available  for  the  purposes  in  view, 
which  are  to  act  upon  the  volume  of  the  greenback  currency 
by  way  of  contraction.  From  these  and  other  like  facts  it  is 
plain  that  the  Secretary  will  accumulate  the  currency  fund 
in  greenbacks.  Of  course,  he  can  use  his  own  discretion  as 
to  whether  the  greenbacks  hoarded  in  the  vaults  of  the  Treas- 
ury are  of  large  or  small  denominations.  But  that  the  fund 
now  being  created  by  the  sale  of  resumption  bonds  must  be 
held  in  greenbacks  there  is  no  doubt,  whatever  be  the 
denominations  of  the  greenbacks  held. 

In  the  present  state  of  the  money  market  these  questions 
are  not  of  such  practical  importance  as  they  may  become 
next  autumn  if  the  promise  of  improvement  in  business 
should  be  fulfilled.  Our  shrewdest  bankers  are  looking 
forward  to  the  fall  money  market  with  some'  anxiety. 
With  the  returning  activity  of  business  an  impulse  could 
scarcely  fail  to  be  given  to  the  monetary  demands  of  the 
country,  and  the  loan  market  would  be  likely  soon  to  respond 
by  a hardening  of  the  rates  of  interest.  In  such  a contin- 
gency the  questions  we  have  noted  would  assume  great  im- 
portance. . If  the  Treasury  should  by  that  time  have  absorbed 
forty  or  fifty  millions  of  greenbacks,  or  even  a much  smaller 
aggregate,  there  would  be  a danger  that  a mischievous  agita- 
tion would  arise,  both  in  Congress  and  elsewhere,  to  modify 
the  laws  so  as  to  permit  the  Treasury  to  reissue  a portion  of 
the  hoarded  currency,  and  to  give  ease  to  the  overstrained 
monetary  machinery  of  business.  In  view  of  these  facts  it 
has  been  argued  that  Mr.  Secretary  Sherman  would  do  well 
to  explain  in  detail  what  particular  methods  he  intends  to 
adopt  in  regard  to  that  portion  of  his  plan  which  involves  a 
contraction  of  the  active  greenback  currency.  As  the  resump- 
tion law  is  silent  on  these  questions  they  are  left  to  the  dis- 
cretion of  the  Secretary,  and  the  utmost  publicity  is  of  course 
desirable. 

In  Wall  Street  there  are  a number  of  persons  of  some 
influence  who  are  of  opinion  that  the  Secretary  should  “ keep 
his  own  counsel  ” and  should  contract  the  greenback  circula- 
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tion  as  vigorously  as  he  pleases  without  making  any  public 
announcement  of  what  he  is  doing.  This  policy  is  advocated 
on  several  grounds.  For  example,  the  money  market  is 
pointed  to  and  the  plethora  of  currency.  ‘‘Can  there  be  any 
doubt”  it  is  asked,  “that  if  the  Secretary  were  to  lock  up 
ten  or  fifteen  millions  of  greenbacks,  the  results  just  now 
would  be  scarcely  appreciable,  or  if  felt  at  all  they  would 
be  welcome  as  remedial,  and  as  a relief  from  the  accu- 
mulation of  currency?  But  if  the  Secretary  disturbs  and  agi- 
tates the  popular  mind  by  continually  announcing  the  successive 
steps  of  currency  contraction  which  he  has  carried  out  in  the 
past,  or  is  about  to  continue  in  the  early  future,  the  results 
may  well  be  looked  for  with  apprehension.”  These  and  many 
other  plausible  arguments  in  favor  of  secrecy  and  against 
publicity  in  the  movements  of  the  Treasury  have  lost  much 
of  the  force  which  they  once  exerted  upon  popular  opinion. 
It  is  now  a recognized  principle  of  our  Treasury  policy  that 
the  highest  degree  of  publicity  compatible  with  the  efficiency 
of  the  Treasury  operations  should  be  invariably  maintained. 
It  is  gratifying  to  find  that  Mr.  Sherman  fully  recognizes  the 
importance  of  publicity,  and  that  he  has  promised  to  announce 
before  long  the  more  complete  details  of  his  new  resumption 
policy.  There  is  no  doubt  that  the  banks  all  over  the  country 
will  be  ready  to  give  efficient  aid  to  the  work  of  resumption 
and  to  co-operate  heartily  and  actively  in  all  the  preliminaries 
thereto. 

The  National  banking  system  was  proposed  to  Congress 
by  Secretary  Chase  during  the  war  for  two  purposes.  First, 
with  a view  to  secure  a uniform  currency  to  take  the  place 
of  the  heterogeneous  and  miscellaneous  bank-note  circulation, 
issued  under  the  authority  of  the  United  States ; and  secondly, 
to  furnish  a market  for  United  States  bonds,  so  as  to  enable 
the  Government  to  fund  its  war  debt.  The  latter  is  unques- 
tionably the  most  important  of  the  two.  To  secure  that 
object  while  the  nation  was  under  the  strain  of  war,  the 
banks  previously  in  operation  relinquished  their  corporate 
existence  as  State  institutions,  and  entered  into  new  relations 
under  the  National  Currency  Law.  Very  soon,  however,  the 
banks  found  themselves  subject  to  two  forms  of  taxation 
instead  of  the  one  previously  imposed  upon  them.  To  the 
State  taxes  were  added  new  imposts  equally  heavy  by  the 
general  Government.  Nor  was  the  State  taxation  diminished 
but  rather  increased.  These  taxes  have  become  so  onerous 
and  oppressive,  as  almost  to  be  prohibitory  of  the  business 
of  banking.  Many  institutions  in  all  parts  of  the  country,  and 
particularly  in  the  commercial  cities,  are  comjfelled  to  dimin- 
ish their  capital  and  surplus  or  to  retire  from  business 
altogether. 

It  is  important  especially  in  view  of  the  present  efforts  of 
the  Government  to  prepare  the  Treasury  for  resumption,  that 
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we  should  understand  the  practical  effects  of  the  taxation 
referred  to.  The  Treasury  in  its  preliminary  arrangements 
for  resuming  coin  payments,  is  under  the  necessity  of  placing 
large  amounts  of  Government  bonds  upon  the  market.  The 
agents  most  capable  of  absorbing  these  bonds  are  the  banks. 
At  present,  just  as  at  the  beginning  of  the  war,  the  Govern- 
ment will  have  to  rely  upon  the  banks  to  open  the  market 
for  its  bonds.  But  in  the  performance  of  these  functions 
the  banks  are  much  hindered  and  oppressed  by  the  taxation 
imposed  upon  them.  Every  dollar  of  bonds  which  they  pur- 
chase increases  their  liability  to  taxation,  while  private  indi- 
viduals can  buy  the  same  bonds  without  any  liability  to 
increased  fiscal  burdens.  This  unjust  discrimination  against 
the  banks  as  purchasers  of  Government  bonds  threatens  to 
raise  up  an  insuperable  barrier  to  any  extension  of  the  sale 
of  Government  securities,  which  the  Treasury  in  its  efforts 
to  restore  specie  payments  will  be  obliged  to  make.  Why,  it 
may  be  asked,  should  one  class  in  the  community  incur  a 
penalty  for  doing  a great  public  service  which  they  alone  can 
efficiently  execute,  while  another  class  possessing  less  aptitude 
to  serve  the  Government  is  free  from  this  severe  burden  ? 
This  is  one  of  the  most  momentous  questions  of  the  time, 
and  its  bearings  cannot  be  too  early  and  too  thoroughly 
explored  in  connection  with  the  relations  of  the  banks  to  the 
work  of  resuming  specie  payments. 


TWO  PER  CENT.  AT  THE  BANK  OF  FRANCE. 

For  the  first  time  in  its  history,  the  Bank  of  France  on 
the  6th  April  reduced  its  rate  of  discount  to  two  per  cent. 
This  change  is  so  important  as  to  have  attracted  the  atten- 
tion of  most  of  the  European  economists  and  financial  jour- 
nals. The  nearest  approach  to  this  rate  was  in  1867  and 
1868,  when  for  a long  period  the  Bank  of  England  rate  ruled 
at  two  per  cent,  and  the  Bank  of  France  descended  as  low 
as  2 per  cent.  The  business  of  France  and  of  its  greatest 
banking  institution  has  somewhat  changed  during  the  interval 
of  ten  years.  At  the  beginning  of  this  decade  the  banking 
business  in  France  was  much  less  distributed  than  now. 
Hence  much  of  that  business  went  to  the  bank  whatever 
might  be  its  rate  of  discount,  and  there  were  fewer  induce- 
ments to  divert  the  current  of  bills  into  competing  channels  for 
discount.  The  finance  institutions  of  Paris  were  too  busy  in 
other  directions  to  give  an  exorbitant  share  of  attention  to 
commercial  bills.  Of  late  years,  however,  a change  has  taken 
place,  and  a considerable  portion  of  the  commercial  paper 
floating  in  the  channels  of  discount  at  Paris,  has  passed 
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away  from  the  Bank  of  France,  and  has  been  absorbed  by 
some  of  the  rival  institutions  which  have  grown  up  around 
it.  The  process  has  been  somewhat  similar  to  that  which 
we  some  time  ago  described,  in  connection  with  the  Bank 
of  England  during  the  early  years  of  the  joint  stock  banks 
which  began  to  show  their  strength  forty  years  ago.  Whether 
the  growth  of  these  French  discounting  institutions  will 
resemble  in  vigor  and  success  that  of  their  English  counter- 
parts is  a question  which  the  future  must  solve.  The  rate 
of  discount  of  the  Bank  of  France  has  been  changed  only 
twice  in  thirty-four  months.  It  was  fixed  at  four  per  cent. 
June  4th,  1874,  and  at  three  per  cent.  May  26th,  1876.  There 
has  been  an  utter  collapse  of  foreign  loan  financiiig,  of  which 
a growing  fondness  has  been  exhibited  in  Paris  for  several 
years  past.  Now  that  there  is  an  end  of  this  mania,  two 
results  are  making  themselves  visible.  The  financial  magnates 
of  Paris  have  less  need  of  accommodation  and  less  desire  to 
resort  to  the  Bank  of  France.  And  secondly  their  floating 
capital  is  shut  out  from  its  old  channels  of  absorption  and 
is  tempted  to  seek  to  invest  itself  in  commercial  paper.  For 
these  and  a multitude  of  other  reasons  the  paper  offered  at 
the  bank  has  diminished  in  a remarkable  degree  during  the 
past  year.  The  report  for  1876,  read  at  the  recent  meet- 
ing of  the  share-holders,  states  the  total  of  the  discounts 
during  the  year  as  follows : 

Commercial  paper 1 1, 127,930, 780  ...  $ 1,365,456, 700 

Mint  and  treasury  bonds. 344,469,700  ...  558,693,400 

Total  of  discounts $ 1,472,400,480  ...  $ 1,924,150,100 

It  thus  appears  that  the  offerings  of  commercial  paper 
have  fallen  off  $27,425,920,  the  loans  on  Treasury  bonds 
$214,223,700,  and  the  aggregate  discounts  $451,649,620.  The 
trade  bills  have  decreased  seventeen  per  cent.,  the  treasury 
bonds  thirty-eight  per  cent.,  and  the  total  of  discounts  nearly 
twenty-four  per  cent.  One  of  the  most  conspicuous  features 
of  the  bank  report  is  its  account  of  the  reserve  of  gold  and 
silver.  It  amounted  on  March  22,  to  $445,688,244.  Since 
then  the  telegraph  has  reported  a slight  decrease.  The 
steady  growth  of  this  vast  reserve  of  the  precious  metals 
will  be  seen  by  the  following  table  : 


GOLD  AND  SILVER  RESERVE  OF  THE  BANK  OF  FRANCE. 


January  2,  1874. 
March  26,  1874. 
March  25,  1875 , 
March  23,  1876. 
March  24,  1877. 


$153,270,000 

205,615,000 

305,611,611 

374,929»753 

445,688,244 
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THE  NEW  YORK  SAVINGS  BANKS. 


In  consequence  of  the  recent  failure  of  a few  savings  banks 
in  this  city,  and  the  renewed  agitation  as  to  former  failures, 
it  has  been  supposed  that  a considerable  diminution  in  the 
amount  of  the  deposits  would  be  recorded  during  the  year. 
The  report  of  the  Superintendent  of  the  Bank  Department 
has  therefore  been  looked  for  with  special  interest,  and  some 
anxiety  was  expressed  in  anticipation  of  an  unfavorable 
exhibit.  The  figures  have  not  been  published  quite  so  early 
as  usual,  and  we  were  obliged  to  omit  them  in  our  general 
savings  bank  review  last  month.  From  the  preliminary  report 
from  Albany,  we  take  the  following  comparative  statement  : 


new  YORK  SAVINGS  BANK  DEPOSITS,  &C.,  1876  AND  1877. 

January  1,  1876.  January  i,  1877. 


Due  depositors 

Other  liabilities 

Surplus  at  market  values 

Number  of  banks  reporting. 

Open  accounts. 

Opened  in  1876. 

Closed 

Deposited,  including  interest 

Deposits  withdrawn 

Interest  credited. 


$319,260,202  .$316,677,285 
846,433  . 975*259 

33*689,701  . 34,176,603 

154  . 150 

859,738  . 849,638 

204,278  . 187,677 

188,569  . 181,399 

162,592,113  . 146,532,529 

143,628,957  . 146,026,362 

16,990,2^  . 16,506,090 


It  will  be  seen  that  the  deposits  have  fallen  less  than  three 
millions,  while  the  surplus  has  increased  half  a million.  The 
number  of  banks  is  reduced  from  154  to  150,  and  the  number 
of  open  accounts  from  869,738  to  849,638.  It  thus  appears 
that  10,000  persons  who  had  savings  bank  accounts  a year 
ago  have  now  none.  On  the  other  hand,  nearly  8,000  fewer 
accounts  were  closed  this  year  than  last,  and  the  amount  of 
interest  credited  to  depositors  has  fallen  off  by  about  half  a 
million.  When  we  receive  the  official  report  of  the  Bank 
Department,  we  shall  be  able  to  enter  into  more  minute 
details  relative  to  our  savings  bank  progress  in  this  State.  It 
has  often  been  suggested  that  we  might  with  advantage  adopt 
in  our  system  some  of  the  methods  of  the  English  savings 
banks.  For  example,  not  a few  persons  who  have  been  abroad 
suppose  that  the  Post  Office  savings  bank  arrangements 
could  without  difficulty  be  naturalized  here.  From  some  of 
the  savings  bank  reports  for  previous  years,  we  find  that  our 
bank  superintendents  have  entertained  the  project  and  have 
believed  in  its  practicability.  A very  brief  examination  of  the 
British  system  will,  however,  suffice  to  show  how  incapable 
under  our  methods  of  Post  Office  management,  the  project 
must  inevitably  be  of  efficient  operation.  The  total  savings 
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bank  deposits  of  Great  Britain  amount  to  338  millions  of 
dollars.  Of  this  sum  over  one-third  is  deposited  in  the  Post 
Office  savings  banks,  and  less  than  two-thirds  in  the  ordinary 
savings  banks.  The  following  table  shows  the  gradual  growth 
of  the  Post  Office  banking  system  since  it  was  first  organized 
in  1863  : 

DEPOSITS  OF  BRITISH  SAVINGS  BANKS. 


Post  Office  Banks. 

Ordinary 
Savings  Banks. 

1863 

$16,884,140 

...  $204,757,525 

1864 

24,965,620  .. 

...  197,601,680 

1865 

32,632,000  .. 

193,726,490 

1866 

40,605,875  .. 

...  181,910,580 

1867 

48,749.645  •• 

...  182,666,015 

1868 

58,333.27s 

J84.337.285 

1869 

67,621,045  .. 

187,768,730 

1870 

7S‘.49S.S*o  .. 

189,792,745 

1871 

85,125,020  .. 

194,0^,315 

1872 

96,591.695  .. 

200,441,740 

>873 

105.838,745  .. 

202,500,675 

1874 

«>  5, 787. 345  •• 

207,529,745 

•87S 

J25.936.725  •• 

212,038,845 

Total  13  years. 

f 894,566,650  ... 

••  f 2,539,170,370 

Total  Saving 
Bkt.  6*  Post  Office. 

$221,641,665 

222,567,300 

226,358,490 

222,516,45s 

231,415,660 

242,670,560 

255,389.775 

265,288,265 

279.223,335 

297.033.435 

308,339.420 

323.317.090 

337,975.570 

♦ 3.433.737.020 


The  operation  of  the  system  may  be  briefly  described.  A 
person  wishing  to  deposit  not  less  than  one  shilling  can  go 
to  the  nearest  money-order  post  office  and  leave  his  deposit, 
receiving  a bank  book,  properly  numbered,  on  which  his  name, 
address  and  occupation  will  be  written.  The  amount  of  the 
deposit  is  entered  on  the  book  attested  by  the  signature  of 
the  post  master,  and  stamped  with  the  official  stamp  6f  the 
office.  This  is  a sufficient  voucher  for  the  depositor,  the 
Government  being  responsible  for  its  safe  transmission  to 
the  General  Office.  The  postmaster  sends  an  account  daily 
to  the  money-order  office  in  London  of  each  transaction, 
with  the  original  signature  of  the  depositors.  It  is  there 
properly  entered,  and  an  acknowledgment  is  sent  to  each 
depositor.  This  is  rather  for  the  protection  of  the  Govern- 
ment from  frauds  on  part  of  its  own  officials  than  as  fur- 
ther security  to  the  depositor,  for  whom  the  entry  on  the 
book  is  a competent  voucher,  still  it  is  valuable  as  cumu- 
lative evidence ; and  if  he  does  not  receive  such  acknowledg- 
ment within  ten  days  he  should  'make  application  for  it, 
which  he  may  do  free  of  postage.  Subsequent  deposits  are 
made  in  the  same  way,  and  may  be  made  at  the  same  or 
at  any  other  money-order  office  in  the  kingdom,  and  so 
perfect  is  the  system  that  one  might  make  the  whole  round 
of  the  3,369  post  office  savings  banks  in  the  kingdom,  making 
deposits  in  each,  and  though  he  would  add  to  the  labor  of 
the  department’,  he  would  not  confuse  or  embarrass  its  opera- 
tions in  the  slightest  degree. 

Withdrawals  are  effected  with  equal  readiness  and  ease. 
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The  depositor  has  only  to  call  at  any  money-order  office 
and  ask  for  a blank  form,  which  he  fills  up  with  the  num- 
ber of  his  deposit  book,  the  place  where  deposited,  the  amount 
required,  the  place  where  he  wants  it  paid,  his  name,  address 
and  occupation,  and  sends  free  of  postage  to  the  Postmaster- 
General.  The  address  is  printed  on  the  back  of  the  form, 
so  no  misdirection,  through  ignorance  or  carelessness,  can 
occur.  The  draft  or  order  is  received,  signature  and  other 
facts  compared  with  those  of  the  original  deposit  on  file, 
the  account  examined,  and  if  found  correct  a warrant  for 
the  amount  on  the  Postmaster  of  the  place  designated  in 
the  order  is  drawn  and  forwarded  to  the  depositor,  and  at 
the  same  time  a duplicate  copy  of  the  warrant  in  the  nature 
of  an  advice  is  sent  to  the  Postmaster. 

When  the  depositor  presents  his  original  warrant  the 
Postmaster  compares  the  same  with  his  advice,  compares  the 
signature  to  the  receipt  attached  to  the  warrant  with  the 
original  in  the  depositor’s  book  (which  must  always  be  pre- 
sented), and  if  all  is  correct  he  pays  the  money  and  makes 
an  entry  of  the  same  in  the  withdrawal  part  of  the  deposit- 
or’s book,  signing  and  stamping  it  the  same  as  in  case  of  the 
deposit.  To  illustrate  the  working  of  the  system  as  it  would 
be  if  applied  in  this  country  let  us  suppose  that  a depositor 
from  Portland,  Maine,  has  occasion  to  visit  San  Francisco.  At 
St.  Louis,  finding  he  will  require  money  soon  after  his  arrival 
at  San  Francisco  he  goes  to  the  post  office,  procures  and 
fills  out  a form  addressed  to  the  Postmaster-General,  direct- 
ing payment  to  be  made  at  San  Francisco,  and  proceeds  on 
his  journey.  Arriving  at  San  Francisco,  he  would  receive  by 
due  course  of  mail  the  warrant  on  the  Postmaster  of  that 
city,  from  whom  he  receives  his  money. 

Even  were  our  Post  Office  organized  like  that  of  Great 
Britain,  we  should  perhaps  find  almost  insuperable  obstacles 
in  the  way  of  adopting  the  Pdst  Office  savings  bank  system 
with  sufficient  guarantees  against  fraud  and  loss.  Under 
existing  circumstances  the  plan  is  both  needless  and  imprac- 
ticable. Our  present  savings  bank  methods  have  worked 
extremely  well.  They  are  more  highly  developed  than  those 
of  any  other  country  except  Great  Britain,  and  they  have 
the  advantage  of  complete  adaptation  to  the  popular  institu- 
tions and  habits  of  which  they  are  the  outgrowth.  Hence, 
we  neither  require  the  Post  office  savings  bank  system,  nor 
do  we  possess  the  facilities  for  carrying  it  on  with  efficiency 
if  we  had  it. 
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COAL  COMPANIES  AND  PRODUCTIVE  GROWTH. 

The  heavy  blow  which  our  coal  stocks  received  some 

months  ago  still  attracts  so  much  public  attention,  and 

the  depression  of  coal  property  in  this  country  has  been 
so  spasmodic  and  violent  that  we  are  apt  to  overlook  the 
fact  that  in  Europe  a similar  collapse  has  taken  place, 
though  from  various  circumstances  it  was  not  attended 

with  so  much  popular  agitation  and  excitement.  When  the 
history  of  coal  property  in  this  country  comes  to  be  writ- 
ten it  will  be  seen  that  the  recent  fall  in  values  was  the 
inevitable  result  of  the  artificial  condition  in  which  this 
species  of  property  had  been  held.  Half  a dozen  great 
companies,  powerful  as  their  combination  might  be,  and 
durable  as  they  could  have  made  it,  if  they  had  been 
content  to  meet  the  popular  wishes  for  cheap  fuel,  were 
wholly  unable  to  resist  the  downward  tendency  of  values 
which  has  been  for  some  years  establishing  itself  through- 
out the  world.  Only  a few  weeks  before  the  crisis  in 

which  the  coal  stocks  succumbed,  we  ventured  to  predict 
the  near  approach  of  trouble,  and  to  suggest  that  if  the 
same  wisdom  presided  over  the  coal  interests  now  to  which 
their  rapid  growth  and  consolidation  years  ago  was  due,  a 
conservative  change  of  policy  would  be  adopted,  and  the 
demands  of  the  public  for  a notable  reduction  in  the  price 
of  coal  would  be  immediately  obeyed.  Some  of  the  news- 
papers denied  our  statements,  or  made  light  of  our  pre- 
dictions. It  is  perhaps  too  much  to  say  that  if  the  coal 
companies  had  been  wise  enough  to  foresee  what  many  of 
their  friends  foresaw,  the  depreciation  in  the  coal  stocks 
could  have  been  kept  within  narrow  limits.  This  we  do 
not  affirm.  The  valuations  were  undoubtedly  too  high,  and 
the  inflation  of  prices  was  notorious.  Still,  the  fall  would 
have  been  without  doubt  arrested  much  earlier,  and  its 
results  might  have  been  less  disastrous.  It  is  also  very 
probable  that  the  recovery  of  this  important  species  of 
property  would  have  been  much  more  rapid  than  is  deemed 
at  present  at  all  likely  by  the  majority  of  investors.  The 
chief  lesson  which  seems  to  be  taught  by  the  disasters  of 
our  coal  companies,  is  the  utter  powerlessness  of  all  com- 
binations of  selfish  individuals  to  oppose  the  movements  of 
the  great  laws  which  govern  values,  and  which  are  as 
irresistible  by  human  efforts  as  the  laws  of  electricity  or 
of  gravitation. 

Another  illustration  of  the  same  principle  is  found  in  the 
recent  history  of  the  British  coal  business.  In  1872  a law 
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was  passed  for  the  regulation  of  the  mines  which  aided  the 
efforts  of  the  miners  to  keep  down  production  and  to  main- 
tain a scarcity  of  coal  by  limiting  the  hours  of  work  to  fifty- 
four  per  week.  The  inflation  of  coal  property  had  then  cul- 
minated, and  a reaction  was  ready  to  declare  itself  at  the  first 
opportune  moment.  Hence  the  result  of  this  legislation  was 
to  reduce  the  hours  of  work  to  the  amount  of  eleven  days 
per  fortnight,  diminishing  the  yield  of  coal  to  the  extent 
of  fully  ten  per  cent.  Moreover,  the  increased  idleness  and 
irregularity  of  the  miners  led  to  the  opening  of  the  new 
mines,  with  a view  to  maintain  the  production  of  coal  to  a 
level  with  the  demand  which  in  1872-3  was  large.  From 
various  articles  in  the  Pall  Mall  Gazette  and  the  London  TimeSy 
we  find  that  the  total  production  of  coal  in  Great  Britain 
sixty  years  ago  was  less  than  one-fourth  of  its  present 
aggregate.  In  1816  the  statistics  show  that  the  whole  pro- 
duction of  the  British  coal  mines  was  only  27,020,115  tons. 
There  is  no  accurate  record  available  as  to  the  total  num- 
ber of  colliers  at  work  in  this  year,  but  in  1838  there  were 
only  fifty-nine  collieries  at  work  in  the  Great  Northern  coal- 
fields,. producing  5,887,520  tons,  as  compared  with  347  col- 
lieries, producing  between  thirty  and  thirty-five  million  tons 
of  coal  in  1876.  Sixteen  years  later  the  total  number  of 
collieries  in  the  United  Kingdom  was  returned  at  2,441,  and 
their  aggregate  production  of  coal  was  calculated  at 
64,961,401.  Ten  years  later  still  the  number  of  collieries  at 
work  was  returned  at  3,195,  and  their  aggregate  production 
at  92,787,873  tons,  being  within  the  decennial  period  named 
an  increase  of  754  collieries  and  about’  twenty-eight  million 
tons  of  coal.  During  the  ensuing  five  years — ^that  is,  to  the 
end  of  1869  — the  singular  phenomenon  is  presented  of  a 
large  decrease  in  the  number  of  collieries  and  a considerable 
increase  in  the  production  of  coal,  the  exact  number  of  col- 
lieries at  work  being  returned  at  2,819,  while  the  exact  pro- 
duction had  advanced  to  107,427,557  tons.  These  figures 
show,  as  compared  with  1864,  a decrease  of  376  in  the  num- 
ber of  collieries,  and,  in  round  figures,  an  increase  of  fifteen 
million  tons  in  the  quantity  of  coal  produced.  This  seem- 
ing incongruity  is,  however,  susceptible  of  easy  explanation. 
The  principal  collieries  had  largely  extended  their  pro- 
duction and  a number  of  smaller  collieries  had  been  closed, 
according  to  the  conditions  of  trade  or  the  necessities  of 
their  owner. 

It  is  a common  error  to  assume  that  the  English  coal 
trade  had  been  steadily  progressive  during  the  last  half- 
century.  Such  is  far  from  being  the  fact.  Between  1855  and 
1856,  for  example,  there  was  an  increase  in  the  quantity 
raised  of  about  two  million  tons,  but  in  the  following  twelve 
months  there  was  a decline  of  fully  a million  tons,  and  the 
next  year,  again,  nearly  another  million  was  added  to  this 
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falling  off,  making,  between  1856  and  1858,  a reduction  of 
nearly  two  million  tons.  In  1859,  however,  the  total  produc- 
tion of  the  United  Kingdom  had  advanced  to  close  on 
seventy-two  million  tons,  being  an  increase  upon  the  previous 
year  of  about  seven  million  tons,  and  in  the  following  year 
there  was  a further  increase  of  over  eight  million  tons,  so 
that  in  these  two  years  alone  fifteen  milliort  tons  were 
added  to  the  output  of  coal  in  the  United  Kingdom — ^an 
increase  almost  equal  to  our  whole  production  in  the  year 
1816,  which  was  returned  at  15,634,000  tons — or  an  increase 
more  than  equal  to  the  united  coal  production  of  Austria, 
Russia,  Spain,  Portugal,  Australia,  and  India,  at  that  time, 
and  within  three  million  tons  of  the  whole  annual  production 
of  either  France  or  Belgium  at  the  present  time.  From 
i860  to  1869  there  was  a steady  annual  increment  of  growth, 
except  in  1862,  when  the  output  fell  about  two  million 
tons  below  the  produce  of  the  previous  year.  From  1869  to 
the  present  time  there  has  been  a continuous  annual  growth, 
except  in  1873-74,  when  the  output  fell  from  127,000,000  to 
125,000,000  tons,  a decline,  however,  that  was  amply  compen- 
sated for  in  the  following  year,  when  the  total  output 
advanced  to  132,000,000  tons,  or  an  increase  of  7,000,000  tons 
on  1874. 

Up  to  the  year  1871  the  coal  trade,  although  progressive, 
was  not  conspicuously  prosperous.  On  the  contrary,  it  has 
been  asserted  over  and  over  again  by  competent  authorities, 
and  notably  by  some  of  the  largest  coal  owners  in  the  king- 
dom, that  for  twenty  years  pretnous  to  1870,  the  average  net  profits 
realized  in  t?u  coal  trade  did  not  exceed  five  per  cent,  on  the  capitcU 
invested.  But  in  1871  the  trade  began  to  take  a decided  turn. 
In  1872  it  experienced  an  inflation  of  demand  and  prices 
beyond  all  precedent.  In  1873  this  condition  of  affairs  was 
continued,  somewhat  modified  towards  the  close  of  the  year. 
It  was  in  these  circumstances  that  the  enormous  development 
of  the  coal-fields  was  arrived  at,  culminating  in  the  results 
tabulated  below.  Every  one  who  had  any  available  capital 
made  eager  haste  to  transfer  it  to  ventures  in  coal  and  iron. 
Those  whose  regular  business  it  was  to  follow  these  trades  were 
completely  at  sea  as  to  the  probable  duration  of  the  period 
of  high  prices,  while  they  were  impelled  to  engage  in 
schemes  of  extension  and  development  that  often  exceeded 
their  means  and  left  them  sorely  crippled  in  available  capi- 
tal. Every  coal  property  that  was  worth  picking  up,  and  not 
a few  that  were  utterly  worthless,  were  eagerly  leased  at  a 
higher  rate  of  rental  than  had  ever  before  been  paid — 
some  even  paying  as  high  as  is.  6d.  to  2s.  per  ton  — and  pits 
were  sunk  in  the  most  forbidding  localities.  The  net  result 
of  these  four  years  will  be  found  in  the  following  table, 
which  shows  the  number  of  collieries  opened  out  in  each  district, 
and  the  increase  between  the  years  1871  and  1875  : 
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District. 

North  Durham  and  Northumberland... 

Cumberland 

South  Durham 

Cheshire. 

Lancashire,  East  and  North 

Lancashire,  West 

Yorkshire 

Derbyshire. 

Nottinghamshire 

Warwickshire 

Leicestershire 

South  Staffordshire  and  Worcestershire. 

North  Staffordshire 

Shropshire 

Gloucestershire 

Somersetshire 

Monmouthshire. 

South  Wales 

North  Wales 

Scotland  (East) 

Scotland  (West) 

Ireland - 

Totals 


1871. 

1875. 

Increase. 

164 

170 

6 

27 

39 

140. 

177 

37 

29 

37 

8 

287 

400 

”3 

157 

188 

31 

423 

523 

130 

255  . 

*25 

27 

46 

*9 

18 

31 

*3 

12 

25 

*3 

307 

442 

*35 

104 

157 

*53 

59 

64 

5 

66 

90 

24 

33 

40 

7 

74 

91 

17 

299 

415 

79 

124 

45 

218 

334 

118 

204 

232 

28 

30 

53 

^ .. 

• 3*933 

1.048 

The  following  table,  which  shows  the  production  of  coal  in 
each  of  the  districts  named,  and  the  total  production  of 
the  United  Kingdom  in  the  years  1871  and  1875,  together 
with  the  increase  or  decrease  in  each  district,  will  exhibit 
at  a glance  the  results  of  the  opening  out  of  the  1,048  new 


collieries  tabulated  in  the  foregoing  table  : 

District.  Toms — 1871.  Tons — 1875.  Increase.  Decrease. 

Durham &Northumb*land  29,190,116  ...  32,097,323  ...  2,907,207  ...  

Cumberland 1,423,661  ...  1,226,737  ...  ...  196,924 

Yorkshire 12,801,260  ...  15,425,278  ...  2,624,018  ...  

Derbyshire 5,360,000  ...  7,091,325  ...  1,731,325  — 

Nottu^hamshire 2,469,400  ...  3,250,000  ...  790,600  ...  

Warwickshire 723,600  ...  799, 75©  — 76,150  ...  

Leicestershire 699,900  ...  1,154,619  ...  454,719  ...  

Staffordshire  and  Worces- 
tershire  14,281,250  ...  14,708,004  ...  426,754  ... 

Lancashire 13,851,000  ...  17,076,044  ...  3,225,044  ...  

Cheshire  975,oc»  ...  658,945  ...  ...  3U,o55 

Shropshire 1,350,000  ...  1,229,785  ...  ...  13^215 

Gloucestershire. 1,412,297  ...  1,273,080  ...  ...  139,217 

Somersetshire 673,878  ...  654,878  ...  ...  29,000 

Monmouthshire 4,9*5»525  — 3» 525*975  ».  — 

South  Wales 9,120,000  ...  10,632,597  ...  1,512,597  ...  

North  Wales 2,500,000...  2,337,308...  ...  162,692 

Scotland 15*438,291  ...  18,597,507  ...  3,159,216  ...  

Ireland 165,750  ...  127,950  ...  ...  37,800 


Totals 117*352,028  ...  131,867,105  ... 


The  year  1875  has  been  selected  because  it  is  the  latest 
for  which  returns  are  available,  but  as  1876  was  one  of 
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exceptional  depression,  the  results  of  1875  are  not  likely  to 
have  been  much  altered.  The  figures  quoted  above  show 
that  the  greatest  amount  of  enterprise  has  been  in  Lancashire^ 
where  144  new  collieries  have  been  opened  out,  and  3,225,044 
tons  of  coal  additional  raised  ; and  in  Scotland,  where  146 
new  collieries  have  been  opened,  and  3,159,216  additional 
tons  of  coal  produced.  Yorkshire,  with  an  increase  of  one 
hundred  collieries,  and  2,624,018  tons  of  coal,  comes  very 
near  to  the  great  northern  coal-field,  with  an  increase  of 
2,907,207  tons  of  coal ; but  the  fact  that  there  have  only* 
been  some  forty-three  additional  collieries  opened  out  in  the 
last-mentioned  coal-field,  proves  conclusively  that  increase  of 
production  does  not  always  run  pari  passu  with  an  increase 
in  the  number  of  pits.  Another  very  notable  fact  points  to 
this  conclusion,  for  it  will  be  observed  that  while  the  number 
of  collieries  has  increased  in  every  coal-field  throughout  the 
kingdom,  there  has  been  an  absolute  decrease  of  production 
in  no  less  than  eight  of  the  principal  coal-fields  — namely, 
Cumberland,  Cheshire,  Shropshire,  Gloucestershire,  Somerset- 
shire, Monmouthshire,  North  Wales,  and  Ireland.  Another 
curious  fact  will  be  found  on  examining  the  figures  relating 
to  Staffordshire  and  Worcestershire.  In  these  counties  there 
has  been  a total  increase  of  188  in  the  number  of  col- 
lieries, whereas  the  increase  in  the  quantity  of  coal  produced 
is  only  426,754  tons.  When  we  remember  the  prodigious 
efforts  put  forth  to  secure  the  development  of  new  collieries 
it  is  obvious  that  a large  number  of  the  older  mines  must 
have  been  worked  to  very  little  purpose. 

From  what  has  been  said  it  is  evident  that  there  is 
much  difference  and  some  analogy  between  the  way  in 
which  coal  property  has  been  depressed  in  England  and  in 
this  country.  In  both  countries,  however,  the  inflation  of 
values  brought  on  its  usual  results,  over-production  and 
expansion  of  credits.*  The  tension  at  length  after  several 
years  of  unprecedented  excitement,  became  so  severe  as  to 
render  an  explosion  almost  inevitable.  In  the  United  States 
the  coal  production  is  much  more  limited  in  amount  and 
is  under  the  control  of  a smaller  number  of  leading  men. 
Hence,  the  collapse  might  perhaps  have  been  more  easily 
prevented  than  in  England.  For  the  same  reason,  however, 
it  was  more  severe  when  it  did  occur,  and  its  effects  were 
more  disastrous  though  operating  within  a more  narrow 
area.  If  the  coal  panic  has  ruined  hundreds  of  investors 
here,  it  has  impoverished  thousands  and  tens  of  thousands 
abroad.  We  have  already  referred  to  the  prevailing  belief 
that  the  coal  interest  in  this  country  will  be  slower  to 
revive  than  elsewhere.  But  no  one  who  has  watched  the 
growth  of  the  coal  production  among  us  in  the  last  twenty 
years  can  fail  to  have  noticed  the  extraordinary  vitality 
which  it  has  always  shown.  Does  not  this  vitality  give  prom- 
60  ’ 
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ise  of  an  inherent  and  irresistible  recuperative  force  for  the 
future  ? How  soon  we  shall  see  the  indications  of  this 
revival  is  a question  on  which  public  opinion  is  beginning 
to  be  a little  more  hopeful. 


THE  CREDIT  FONCIER  AND  ITS  FORTUNES. 

Owing  to  some  misapprehension  the  report  has  been  cur- 
rent that  the  Credit  Foncier  of  France  was  about  to  be 
wound  up.  There  is  no  foundation  for  this  rumor.  At  the 
end  of  April  last  the  annual  meeting  of  the  shareholders  was 
held,  when  the  report  of  the  year’s  business  was  read.  It 
showed  a large  falling  off  in  the  aggregate  of  business  in 
1876  compared  with  the  previous  year,  the  total  loans  and 
advances  amounting  to  only  152  millions,  against  259  millions 
in  1875.  The  difference  was  due  to  a decrease  in  the  com- 
munal loans  from  100  millions  to  eight  millions  only.  The 
mortgage  loans  remained  stationary  at  forty-five  millions.  The 
most  interesting  part  of  the  report  was  that  referring  to  the 
Egyptian  securities  held  by  the  establishment.  In  the  meet- 
ings held  in  April  and  November  last,  the  amount  of  those 
assets  was  stated  to  be  168  millions  of  francs,  including  the 
bonds  taken  over  in  the  fusion  of  the  Credit  Agricole  with 
the  Credit  Foncier.  In  the  balance  sheet,  published  for  the 
end  of  1876,  the  sum  is  set  down  at  126  millions.  There  had, 
however,  been  a diminution  of  two  millions  only.  The 
apparent  inexactitude  is  explained  by  the  assets  of  the  Credit 
Agricole  not  having  been  transferred  at  that  date.  The  real 
sum  held  by  the  united  establishments  at  the  end  of  the  year 
1876  was  166  millions,  consisting  in  round  numbers  of  five 
millions  of  bonds  of  1873  ; sixty -one  millions  of  advances  on 
securities — titles  of  the  Consolidated  Debt  and  Alexandria 
Waterworks.  That  portion  of  the  Egyptian  debt  had  been 
excepted  from  the  measure  of  conversion,  and  is  payable  in 
money,  the  Viceroy  having  engaged  to  make  up  the  deficit, 
should  the  sale  of  the  securities  not  cover  the  debt.  Exten- 
sions of  time  for  payment  have  been  accorded  twice,,  the 
second  expiring  in  October  next.  The  remainder  of  the 
Egyptian  securities  held  by  the  Credit  Foncier  are  sixty -one 
millions  of  Treasury  bonds,  and  thirty-nine  millions  of  Daira 
bonds.  Referring  to  the  recent  modifications  in  the  statutes, 
the  Governor  stated  that  the  Government  had  introduced  a 
clause  to  limit  to  2,000  millions  the  amount  of  bonds  that 
could  be  issued  down  to  the  year  1883,  unless  with  the 
authorization  of  the  Minister  of  Finances.  There  is,  how- 
ever, still  a wide  margin,  as  the  present  issue  is  only  1,365 
millions.  The  bonds  redeemed  in  1876  amounted  to  fifty-seven 
millions  of  francs.  The  monopoly  qj  the  Credit  Foncier 
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expired  in  April  last,  and  the  report  remarks  that  a renewal 
of  it  would  have  been  too  dearly  purchased  if  it  were  to  be 
only  obtained  in  exchange  for  the  surrender  of  the  right  of 
proportioning  the  conditions  of  loans  to  the  variations  in  the 
value  of  money.  The  profits  for  the  year  amounted  to 
2,202,425f.  A dividend  of  i2f.  50c.,  or  five  per  cent,  on  the 
paid-up  capital,  was  paid  in  January  last,  and  the  board  pro- 
posed to  add  the  balance,  which  was  equal  to  a further  sum 
of  Ilf.  per  share,  to  the  reserve.  That  proposal  was  received 
with  dissent,  and  on  a vote  being  taken,  the  meeting  decided 
on  distributing  the  balance  of  the  year’s  profits.  Several 
vacancies  among  the  directors  had  to  be  filled,  and,  as  usual, 
the  required  number  of  candidates  were  recommended  by  the 
board,  but  some  of  the  nominations  were  not  ratified  by  the 
shareholders. 

Among  the  modifications  in  the  statutes  of  the  Credit  Fon- 
cier  Company,  proposed  by  the  Board  and  voted  by  the  meet- 
ing of  shareholders,  was  the  creation  of  an  insurance  branch, 
with  the  view  of  intercepting  the  insurance  on  house  prop- 
erty serving  as  a security  for  loans,  and  now  taken  with 
other  companies.  The  Council  of  State  refused  to  authorize 
this  addition  to  the  ordinary  business  of  the  Credit  Foncier  ; 
but  the  difficulty  is  now  about  to  be  got  over  by  the  estab- 
lishment of  an  insurance  company  independent  of  the  Credit 
Foncier,  but  for  the  shares  in  which  only  proprietors  of  the 
Credit  Foncier  will  be  admitted  to  subscribe.  The  capital  is 
fixed  at  forty  millions  of  francs,  and  owners  of  ten  shares  in 
the  Credit  Foncier  will  have  a right  to  take  two  in  the  new 
company.  The  other  insurance  companies  are  naturally  hostile 
to  this  scheme,  which  would  deprive  them  of  many  of  their 
clients,  for  the  Credit  Foncier  would  no  doubt  compel  bor- 
rowers to  insure  with  its  own  establishment,  and  propose  in 
return  to  compete  with  the  Credit  Foncier  on  its  own  ground. 
As  the  monopoly  of  the  latter  is  at  an  end,  they  have  started 
the  project  of  forming  a syndicate  for  the  issue  of  mortgage 
bonds  (with  the  authorization  of  the  Government)  of  the 
same  kind  as  those  of  the  Credit  Foncier,  for  the  purpose  of 
making  loans  to  proprietors  of  houses  who  insure  with  them, 
or  would  undertake  to  do  so. 

It  is  gratifying  to  find  that  this  important  institution, 
notwithstanding  its  losses,  is  still  in  a sound  condition,  and 
is  doing  a large  though  diminishing  business  in  its  proper 
field  of  investment.  Several  changes  have  taken  place  in  it 
during  the  last  four  or  five  years,  and  the  misfortunes  of 
the  company  will,  it  is  hoped,  produce  the  good  effect  of 
reviving  its  old  conservative  principles  of  management. 
Besides  M.  Wolowski,  the  credit  foncier  has  lost  some  others 
of  its  former  efficient  managers.  Two  or  three  years  ago 
the  report  was  published  that  the  Association  intended  to 
invest  some  of  its  idle  funds  in  U.  S.  Government  Bonds. 
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Instead  of  this  conservative  policy  which  would  have  been 
equally  safe  and  remunerative,  the  directors  preferred  Egyp- 
tion  securities  and  other  doubtful  investments  by  which 
heavy  losses  were  sustained.  For  more  than  twenty  years 
this  institution  has  enjoyed  a monopoly,  and  has  been  pro- 
tected from  the  competition  of  other  companies  by  the  law. 
For  a long  period,  in  the  earlier  part  of  its  history,  its 
conservative  managers  kept  the  credit  foncier  true  to  its 
original  purpose  as  a lender  of  money  upon  mortgage  of 
real  estate.  Now  that  its  monopoly  has  ceased  a salutary 
competition  will  probably  spring  up  with  new  companies  of 
sound  constitution  and  management  from  which  the  best 
results  may  be  anticipated.  As  the  money  which  this  in- 
stitution lends  and  invests  is,  for  the  most  part,  raised 
from  the  sale  of  its  bonds  to  the  public,  the  obligation  is 
very  apparent  that  its  investments  must  be  of  the  soundest 
and  highest  character  if  the  price  of  its  bonds  is  to  be 
sustained  in  the  market. 


STATE  TAXATION  IN  NEW  YORK. 

The  general  agitation  which  prevails  in  regard  to  various 
questions  connected  with  our  system  of  State  taxation  will 
cause  the  annual  report  lately  prepared  by  the  State  Assessors 
of  New  York  to  be  examined  with  unusual  interest.  For  its 
own  sake  the  report  is  well  worthy  of  study.  It  illustrates 
the  material  progress  of  the  State,  and  it  confirms  the 
opinions  we  have  so  often  expressed  as  to  the  inherent  dif- 
ficulties of  the  fiscal  system  by  which  in  this  country  we  raise 
the  annual  income  of  our  municipal  and  State  governments. 
The  Assessors  offer  some  suggestive  observations  in  regard  to 
the  revision  of  the  tax  laws  regulating  the  assessment  of 
real  and  personal  property. 

It  is  of  much  moment  to  the  prosperity  and  growth  of  our 
industry  that  the  existing  inequalities  and  uncertainties  may 
be  removed,  and  that  the  taxes  may  fall  equally  upon  all 
citizens  in  proportion  to  their  ability  to  pay.  In  New  York, 
and  in  other  States,  the  present  tax  laws  were  enacted  many 
years  ago,  and  their  provisions  have  been  so  construed  by 
the  Federal  and  State  courts,  especially  in  reference  to  per- 
sonal property,  as  to  produce  much  irregularity  and  uneasi- 
ness. The  Assessors  in  the  discharge  of  their  functions  must 
be  guided  like  other  officers  by  the  letter  of  the  law  and  by 
the  decisions  of  the  court.  From  the  assessment  they  make 
there  is  no  appeal  save  to  the  people  through  their  repre- 
sentatives in  the  Legislature.  For  many  years  efforts  have 
been  making  to  reform  the  laws  governing  the  assessment  of 
personal  property  for  the  purposes  of  taxation.  Legislative 
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committees  have  been  appointed,  voluminous  reports  have 
been  made,  changes  in  the  tax  system  have  been  suggested, 
sometimes  rashly  and  crudely,  at  other  times  with  more 
wisdom  and  discretion,  but  little  or  nothing  of  a prac- 
tical character  has  been  accomplished  for  the  reform  of  the 
law  or  the  correction  of  its  gross  and  oppressive  evils.  In 
New  York  the  real  estate  exempted  from  taxation  through- 
out the  State  is  estimated  at  300  millions  of  dollars.  No 
list  or  schedule  exists  by  which  the  precise  amount  of  this 
exempted  property  can  be  accurately  known ; the  Assessors 
recommend  that  the  Legislature  should  have  prepared  an 
official  statement  of  the  quantity  of  real  estate  exempt  from 
taxation  in  the  towns,  villages  and  cities  of  the  State,  with 
the  names  of  the  owners,  the  amount  of  its  value,  and  the 
purposes  for  which  it  is  used.  The  propriety  of  this  sugges- 
tion is  very  obvious.  With  such  a list  before  them  the 
Legislature  can  determine  how  far  it  is  possible,  in  accord- 
ance with  sound  fiscal  principles,  to  assess  any  portion  of  this 
now  exempted  property  for  the  purpose  of  taxation.  There 
is  no  doubt  that  a considerable  part  of  the  real  and  per- 
sonal estate  which  is  now  assessed  for  taxation  has  as  good 
a claim  to  exemption  as  a portion  of  the  property  exempted. 
Such  at  least  is  the  general  belief,  and  this  fact  constitutes 
an  additional  reason  for  preparing  the  official  statistics  in 
question.  The  subjoined  table  shows  the  aggregate  valua- 
tions of  real  and  personal  estate  for  1873  and  1876 : 

INCREASE  OF  ASSESSMENTS  1873  TO  1876. 

1873.  1876.  Increase. 

Real  Estate 1,750,^8,918  2,376,252,178  625,553,260 

Personal  Estate...  418,608,955  379,488,140  *39,120,815 

i 2.169.307.873  2,755,740,318  586,432.445 

* Decrease. 

At  first  sight  it  may  seem  singular  that  in  a period  of 
commercial  depression  like  that  which  has  so  long  prevailed, 
an  increase  in  the  assessments  should  have  been  possible. 
But  the  report  states  that  the  increase  is  owing  to  the  fact 
that  formerly  the  Assessors  in  many  parts  of  the  State 
assessed  property  at  less  than  its  value,  “ ranging  from 
one-eighth  to  one-fourth,  one-third,  or  some  other  fraction  of 
its  true  value.”  The  law  requires  that  all  property  shall  be 
assessed  “ at  its  full  and  true  value,  as  it  would  be  appraised 
in  payment  of  a just  debt  due  from  a solvent  debtor.”  This 
injunction  seems  to  have  been  more  completely  obeyed  during 
the  last  year  than  ever  before.  Hence,  the  assessed  valua- 
tions are  believed  to  approximate  more  nearly  to  the  actual 
cash  value  of  the  property. 

To  show  the  changes  in  the  assessment  during  the  last 
year,  we  give  the  following  table.  The  net  increase  in  the 
assessment  of  real  estate  amounts  to  $267,926,306,  or  13.7  per 
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cent.  The  net  increase  in  the  personal  estate  assessments 
during  the  year  were  $21,546,739,  or  six  per  cent.  The  aggre- 
gate increase  in  the  assessments  of  real  and  personal  estate 
for  the  year  were  $289,473,045,  or  11.7  per  cent. 

ASSESSMENTS  OF  REAL  AND  PERSONAL  ESTATE,  1875  AND  1876. 


Rtal  Estate 

Pers'l  Estate  Real  Pers*l  Realb*Pers*l 

Increase 

Decrease 

Countus. 

1876. 

1876. 

1876. 

*875. 

in  1876. 

in  1876. 

Albany 

$47 .039.898 

5,300,15* 

• >52,340,049 

• 16,719,488 

• 25,765,627 

• >5*. 779,^7 

>560,682 

— 

Allegany 

*5»»79.86a 

. *,439.626 

. *0,657,057 

6,062,431 

— 

Broome 

a4.340.33* 

• *,425,296 

7.904.906 

17,860,721 

— 

Cattaraugus . . 

19,614.404 

• *,643.450 

. 21,257,854 

• 33,63*, 350 

. 22,138,049 

— 

>880.195 

Cayuga 

*9»  535.540 

• 4,095,810 

• 35,875,022 

— - ■■ 

2.243.67a 

830,081 

Chautauqua . . 

35,708,9*8 

• 3,*75.353 

. 38,884,271 

• 39,7*4.352 

— 

Chemung  .... 

aa,572,iza 

795,838 

• 23,367.950 

9.783.219 

*3,584,73* 

— — 

Chenango .... 

ai, 883.309 

. 2,702,614 

. 24,585,823 

• 24,756,740 

— 

*70,917 

Clinton 

5,364.454 

685,955 

. 6,050,409 

. 6,051,220 

• 21,433,56* 

— 

811 

Columbia  .... 

18,493,013 

• 4,479,0*9 

. 1 ,068,468 

. 22,971,032 

*,537.47* 

— 

Cortland 

8,77**243 

9.839.789 

. 5,686,936 

4.  *52,853 

— 

Delaware .... 

*2,453.350 

• *,794,3*3 

. 14,347,663 

. 14,896,244 

648,581 

Dutchess 

22,454.316 

. 6,063,283 

. 28,522,499 

• 28,556,625 

— 

34**26 

Erie 

*33.675**58 

• *;,  578.95* 

. *45.254,  *09 

62,321,392 

83.032,817 

— 

Essex 

5,998,^ 

7,836,614 

406.136 

6,404,596 

6,270,527 

134,069 

— 

Franklin.. .... 

. 1,026,848 

. 8,863,46a 

9,166,500  . 

— 

303,038 

Fulton 

4.215.994 

. 460,328 

. 4,676,32a 

. 4,085,298 

59*.o24 

Genesee 

*4,998,736 

^ 2,862,051 

. 17,860,787 

5,408,818 

18,376,142  • 

415.355 

Greene 

4,796,865 

611,953 

• 5.5*5.750 

— 

106,93a 

Hamilton  .... 

644,547 

900 

645,447 

842,961  . 

— 

197,5*4 

Herkimer.... 

*1,974,880 

• *,739.658 

. *3.7*4.538 

9,670,210  . 

4,044,328 

Jefferson 

31,222,857 

• 5,473.929 

. 36,6^,786 

• 33.942,4*6 

2,754,370 

- ■■ 

Kings 

223,389.62* 

. 14,882,365 

. 238,271,886 

• 236,782,901  . 

1,488,985 

— 

Lewis 

7,892,631 

916,335 

. 8,808,846 

9.*36,370  . 

327,524 

Livingston . . . 

22,737,168 

• 2,307,993 

• 25,045,160 

. 26,495,613 

— 

*.450.453 

Madison 

17,861,140 

« 3,526,660 

. 30,387,800 

. 10,47^,461  . 

9.9*2,339 

— 

Monroe ...  . . 

89,709,287 

. 3,967,900 

. 93,677, *87 

. 100,259,318  . 

• 9.8*3,369 

6,582.031 

Montgomery.. 
New  York.... 

9,125,290 

475,496 

. 9,600,786 

— 

212,583 

892,428,165 

.218,626,178 

.1,111,054,343 

.1,100,943,690  . 
. 25,762,048 

10,110,644 

Niagara 

30,286,488 

. 2,042,178 

. 6,048,3^ 

. 33,328,6^ 

6.566,618 

44.874.543 

— 

Oneida 

57,119,083 

. 63,167,288 

. 18,292,745  • 

— 

Onondaga. ... 

72,420,935 

. 10,861,851 

. 83,283,786 

• 3*. 705,240  . 

5*,577.546 

— 

Ontario 

33, *72.81* 

. 4,176,033 

. 37,348,844 

24,832,054  . 

*2,516,790 

Orange 

38,476,596 

. ■8,328,990 

. 46,805,586 

. 25,360,149  . 

21,445.437 

— 

Orleans 

20,233,403 

. 1,846,339 

. 22,079,792 

23,356,912  . 

— ■" 

1,277.120 

Oswego 

24,3*8,705 

. 1,8^,204 

. 26,216,909 

. 16,8^,726  . 

9,320,183 

— 

Otsego 

12,494,010 

. 1,8^,080 

, 14,320,090 

. 11,571,242  . 

2,748,848 

— 

Putnam 

8,842,498 

• *,736,212 

. *0,578,7*0 

7,152,236  . 

3,426,4^ 

— 

Queens. 

23.085,209 

. 3.33*. *30 

. 26,416,339 

• 26,577,198  . 

— 

160,859 

Rensselaer.. . . 

23.396,295 

*3.232,358 

. 5.037.7*9 

. . 28,434.0*4 

. 28.581,196  . 

■ 

*47.182 

Richmond .... 

. 853,200 

. 14,085.558 

. 16,588,959  . 

— 

2,503.401 

Rockland  .... 

10,706,267 

. *,633,523 

. *2,339.790 

. 18,391,784  . 

— 

6,051,994 

St.  Lawrence. 

13,938,216 

, 1,131,130 

. *5.069.346 

. *5,839,838  . 

— 

770,492 

Saratoga 

*3.490,611 

. 1,858,569 

. *5.349.*8o 

. 6,500,690 

. 12,006,436  . 

3,342.744 

— 

Schenectady. . 

5,900,227 

. 6^,463 

6,385,122  : 

*15.568 

— 

Schoharie .... 

8,112,352 

994,710 

. 9,107,06a 

8,287,544  . 

819,518 

— 

Schuyler 

7,811,341 

833,100 

8,644,441 

7,578,835  . 

1 ,065,606 

— 

Seneca  

*4.357.393 

• *,733.892 

. 16,091,285 

. 16,264,100  . 

— — 

172.815 

Steuben 

25,827,275 

. 2,654,5*6 

28,481,791 

■ 29,133.086  . 

— 

651,295 

Suffolk 

11,152,049 

. *,954.600 

. *3.106,649 

*3.741,559  . 

— — 

634,9*0 

Sullivan 

6,022,024 

29^798 

3W.6*5 

. 6,305,822 

4.*07.53*  • 

2,198,291 

— 

Tioga 

5,023,091 

. 5,422,706 

• 5.445.443  . 

— 

22,737 

Tompkins.... 

12,042,779 

. *.533.835 

• *,683,512 

. *3,576,614 

. 14,303,632  . 

— 

726,018 

Ulster 

*0,719.550 

. 12,403,062 

. 12,732,666  . 

— 

329,604 

Warren' 

2,388,928 

. 516,076 

2,905,004 

2,972,388  . 

— 

67,384 

Washington. . 

10,980,251 

. a, 092,2^ 

13.072.5** 

• *3.675.902  . 

— 

603,391 

Wa>me 

19,050,287 

. 2,148,026 

. 21,198,313 

. 19,314,745  • 

1,883,568 

— 

Westchester. . 

38,568.811 

• 4.559.78* 

. 63,128,592 

. 16,700,487  . 

428, 105 

— 

Wyoming .... 
Yates 

*3.353.978 
7.71  *,345 

. 1,458,993 
•.  893,884 

. 14,812,971 

. 8,605,239 

*3.942,322  . 
9.547, *33  . 

870,649 

— 

Total 

2,376,252,178 

.379,488,140 

•2,755,740,3*8 

.2,466,267,273  . 

. 

941.904 

In  regard  to  the  taxation  of  bank  shares,  the  Assessors 
make  the  following  remarks:  “The  shares  of  bank  stock,  both 
National  and  State,  are  taxed,  when  assessed  according  to 
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law,  to  ^ greater  extent  than  any  other  kinds  of  personal 
property ; perhaps  for  the  reason  that  these  shares  are 
more  tangible  or  easily  discovered,  and  their  value  more 
readily  ascertained,  from  the  returns  the  banks  are  obliged 
by  law  to  frequently  make,  under  the  oaths  of  their  oflScers, 
and  from  the  stock  lists  of  sales  made  in  the  open  market. 
One  of  the  most  effective  means  of  relief  to  the  owners  of 
bank  shares,  aside  from  a change  of  the  laws,  would  be  the 
assessment  of  all  kinds  of  taxable  personal  property  at  its 
full  and  true  value,  as  the  law  contemplates  and  commands 
it  shall  be,  but  as  it  is  not.  This  would  be  a great  source 
of  relief  to  the  owners  of  real  estate.  The  assessed  valuation 
of  banks  and  bank  shares  in  the  city  of  New  York,  in  1876, 
was  $95,390,373,  being  an  incrcSase  of  $11,787,979  over  the 
previous  year,  caused  by  compliance  to  law  in  the  assess- 
ments by  the  Tax  Commissioners.  It  would  appear  that 
banks  and  bank  shareholders  are  not  without  cause  of  com- 
plaint, and  that  some  relief  should  be  granted.  Even  now 
these  capitalists  are  compelled  to  petition  for  relief  from 
what  they  deem  unequal  and  unjust  taxation,  and  are  divid- 
ing their  surplus  and  reducing  the  . capital  stock  of  their 
banks. 

“ The  banks  and  persons  engaged  in  banking  business  in 
this  State  complain,  and  it  seems  to  us  with  good  and  suf- 
ficient cause,  that  the  capital  of  foreign  banks,  amounting  to 
millions  of  dollars,  is  employed  in  loans  and  discounts  by 
agents,  and  yet  entirely  escapes  taxation.  A few  years  ago 
one  of  these  foreign  banks  was  assessed  in  the  city  of  New 
York  in  the  sum  of  $4,000,000.  The  Court  of  Appeals  (N.  Y. 
Rep.,  vol.  59,  p.  40)  decided,  ‘that  the  intention  of  the  Act 
of  1851,  was,  that  for  foreign  capital  transferred  here,  for  the 
purpose  of  being  loaned  to  our  own  citizens,  and  employed 
by  them  in  their  business,  no  tax  should  be  assessed  either 
upon  the  foreign  capitalist  or  his» agent  resident  in  this  State; 
and  that  the  Act  of  1855  was  not  intended  to  change  this 
policy.  With  the  question  of  its  wisdom  we  have  nothing  to 
do.  The  power  of  taxation  is  vested  in  the  Legislature,  and 
our  duty  is  simply  to  interpret  its  enactments.’  In  this  deci- 
sion, Church,  Chief  Justice,  Grover  and  Folger,  dissented. 
Now,  if  this  foreign  bank  used  $4,000,000  in  business  in  the 
city  of  New  York  (the  amount  of  the  assessment),  in  1876, 
the  amount  of  capital  of  thp  Metropolitan  National  Bank 
( before  its  capital  stock  was  reduced  by  vote  of  its  stock- 
holders on  the  fifth  instant),  then  the  foreign  capital  had  an 
advantage  over  the  capital  of  the  Metropolitan  National 
Bank,  to  the  amount  of  the  taxes  paid  by  said  bank  in  1876 
by  $220,000,  or  equal  to  a dividend  on  its  capital  stock  of 
5.20  per  cent.  The  law  most  certainly  needs  amendment,  for 
the  purpose  of  protecting  our  home  capital  against  the  now 
untaxed,  and,  under  the  decision  of  the  court  referred  to. 
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the  untaxable,  capital  of  foreign  banks  and  capitalists.  All 
capital  owned  abroad,  and  used  in  the  business  of  banking 
in  this  State,  should  pay  the  same  tax  as  domestic  capital  for 
local  and  State  purposes ; and  even  then,  as  long  as  the 
Government  tax  is  levied  upon  National  banks,  it  will  have 
the  benefit  of  two  per  cent,  over  the  banks,  while  doing  the 
same  business  in  the  same  place.  The  following  is  the  law 
referred  to  by  the  court,  under  which  the  assessment  was 
made  on  the  foreign  banks  by  the  Tax  Commissioners  of  the 
city  of  New  York  : 

‘‘‘All  persons  and  associations  doing  business  in  the  State 
of  New  York,  as  merchants,  bankers  or  otherwise,  and  not 
residents  of  this  State,  shall  be  assessed  and  taxed  on  all 
sums  invested  in  any  manner  in  said  business,  the  same  as  if 
they  were  residents  of  this  State.’” — Laws  of  1855,  Chap,  37. 

After  some  interesting  suggestions  in  regard  to  the  sepa- 
rate valuation  of  land  and  buildings,  and  the  necessity  of  so 
adjusting  taxation  as  to  foster  manufactures  and  avoid  driv- 
ing capital  out  of  the  State,  the  report  concludes  with  the 
following  argument  in  favor  of  the  establishment  of  a new 
department  of  assessment  and  taxation,  with  its  principal 
office  at  Albany : “ After  an  experience  of  more  than  three’^ears 
in  assessments  and  taxation,  and  some  knowledge  acquired 
from  such  experience,  and  considerable  reflection  on  the  sub- 
ject, we  have  become  satisfied  that  wisdom  points  to  the  cre- 
ation of  ‘ a State  department  of  Assessment  and  Taxation,'  . 
with  its  principal  office  at  Albany,  organized  similarly  to  the 
Tax  Department  of  the  city  of  New  York.  This  Department 
to  have  all  the  powers  and  discharge  all  the  duties  now 
given  to  and  imposed  upon  the  State  Assessors,  and  such 
other  powers  and  duties  as  the  Legislature  may  deem  proper 
to  grant  and  impose  relating  to  local  assessors,  assessment  of 
corporations  and  associations  organized  under  the  laws  of 
this  State,  or  doing  business  therein,  and  to  which  depart- 
ment all  such  corporations  and  associations  shall  make 
annual  reports,  duly  verified  in  such  forms  and  upon  such 
subjects  as  may  be  deemed  proper,  and  also  be  required  to  ' 
pay  their  taxes  directly  to  the  State  Treasurer,  without  the 
intervention  of  local  collectors  or  receivers.  This  department 
to  be  made  the  effective  head  of  the  assessing  power  of  the 
State,  with  ample  power  to  make  rules  and  regulations  for 
the  government  and  control  of  local  assessors  in  the  dis- 
charge of  their  duties,  and  for  their  removal  for  incom- 
petency, neglect  of  duty,  or  violations  of  the  rules  and  regu- 
lations of  the  department,  or  of  any  statute  relating  to  assess- 
ments, and  to  such  other  powers  relative  to  the  assessment, 
equalization,  and  collection  of  taxes  as  may  be  thought 
proper,  and  said  department  be  required  to  make  annual 
reports  to  the  Legislature.  We  believe  such  a department 
would  be  found  of  great  benefit,  convenience,  and  efficiency, 
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properly  organized  and  conducted,  and  promotive  of  order, 
system,  uniformity  of  assessments,  and  economy  in  this  most 
important  and  vexatious  branch  of  the  public  service,  which 
touches  the  pockets  of  millions  of  people.  We  cannot  but 
believe  that  Such  a department  would  prove  an  efficient  and 
speedy  relief  from  many  of  the  existing  evils  now  demand- 
ing active  remedies.  It  would  form  a good  commission  for 
a thorough  examination  of  all  tax  laws.’* 

We  doubt  very  much  whether  the  plan  here  recommended 
would  do  vital  service  for  the  correction  of  the  evils  of 
our  tax  system.  The  fault  lies  rather  in  the  system  itself 
than  in  the  men  who  are  responsible  for  its  administration. 
Until  our  State  Legislatures  become  better  informed  as  to 
fiscal  laws  and  methods,  so  that  the  needful  legislative  reform 
can  be  realized,  no  changes  in  the  organization  of  the  Bureau 
which  has  to  carry  out  those  laws  will  be  able  to  bring  about 
much  amelioration,  or  to  counteract  the  serious  evils  which 
are  at  present  complained  of. 


CAN  THE  HOLDER  OF  A BANK  CHECK  SUE  THE 

DRAWEE  ? 

An  interesting  case  was  lately  decided  in  the  Supreme 
Court  of  the  U.  S.,  of  which  we  give  a full  report  on  page. 
972  of  this  issue.  The  plaintiff  sought  to  recover  the  amount 
of  a check  drawn  on  the  defendant  bank  by  F.  E.  Spinner, 
Treasurer  of  the  United  States.  This  check  was  indorsed  in 
the^ame  of  the  payee  without  authority,  and  the  defendant 
bank  paid  the  amount  to  an  unauthorized  holder.  The  true 
owner  of  the  check  sued  the  bank,  and  the  Court  below  gave 
judgment  in  his  favor.  As  will  be  seen  from  our  report  this 
judgment  was  reversed  by  the  U.  S.  Supreme  Court,  on  the 
ground  that  the  bank  had  never  accepted  the  check,  and  that 
until  acceptance  no  privity  of  contract  is  created  between  the 
payee  and  the  bank  on  which  the  check  is  drawn. 

Two  or  three  questions  were  discussed  by  the  Court  which 
are  of  practical  moment,  and  are  otherwise  worthy  of  special 
notice.  From  the  evidence  it  appeared  that  on  a settlement 
of  accounts  between  the  bank  and  its  depositor  Mr.  Spinner, 
the  check  in  question  had  been  credited  to  the  bank.  This 
fact  was  supposed,  for  reasons  to  which  we  will  hereafter 
refer,  to  be  important  to  the  case  of  the  plaintiff,  who 
claimed  that  the  check  had  been  accepted  by  the  bank.  But 
this  proof  of  acceptance  was  not  sustained  by  the  Supreme 
Court,  who  held  that  upon  a settlement  of  accounts  in  this 
transaction  the  credit  was  by  mistake  allowed  to  the  bank  to 
which  it  was  not  entitled,  and  that  when  discovered,  this  mis- 
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take  must  be  rectified,  inasmuch  as  an  ordinary  writing  up 
of  accounts  with  a return  of  the  vouchers  precludes  no  one 
from  ascertaining  the  truth  and  claiming  its  benefit. 

The  second  question  was  that  such  a presentation  of  the  check 
as  would  create  a privity  of  contract  between  the  payee  and 
the  bank,  was  not  effected  by  the  payment  actually  made  in 
this  case  to  the  unauthorized  holder  of  the  check.  The  Court 
held  that  ^there  was  no  valid  payment  of  the  check  inasmuch 
as  the  real  endorsement  of  the  payee  was  as  necessary  to  a 
valid  payment  as  the  real  signature  of  the  drawee,  so  that  in 
law  the  check  was  never  paid  at  all.  Consequently,  as  no 
payment  had  been  made,  no  privity  of  contract  based  upon 
the  ^presentation  or  payment  could  have  been  created. 

Such  are  the  principal  points  in  this  interesting  case.  The 
conditions  under  which  the  holder  of  a check  may  sue  the 
bank  on  which  it  is  drawn  have  long  been  the  subject  of 
vehement  dispute,  and  the  opinions  of  Courts  and  jurists  are 
by  no*  means  uniform  or  settled.  It  has  been  observed  in 
regard  to  the  chief  question  on  which  this  case  turned, — the 
right  of  a check-holder  to  sue  the  drawee  if  he  have  funds 
enough  belonging  to  the  drawer, — that  “ when  one  comes  to 
examine  the  authorities  which  range  themselves  on  either 
side,  and  to  investigate  the  course  of  reasoning  by  which 
these  authorities  respectively  seek  to  support  themselves,  the 
tale  of  the  two  honorable  Knights  who  fought  about  the 
question  whether  the  shield  between  them  was  golden  or 
silvern  is  forcibly  brought  to  mind.  Each  line  of  argument 
in  its  turn  seems  to  be  the  more  correct,  and  to  be  satisfactorily 
backed  by  respectable  vouchers.”  Since  these  remarks  were 
published  several  questions  formerly  in  dispute  have  been 
settled.  For  example,  the  Supreme  Court  of  the  United 
States  decided  in  Bank  of  Republic  vs.  Millard^  lo  Wallace, 
152,  that  the  holder  of  a bank  check  cannot  sue  the  bank 
unless  there  be  some  act  done  by  the  bank  by  which  a 
privity  of  contract  is  created  between  the  bank  and  the  holder 
of  the  check.  The  Court  also  held  that  while  a check  is  an 
appropriation  of  the  fund  held  by  the  bank  to  the  credit  of 
the  drawer,  and  while  this  appropriation  is  complete  as 
between  the  holder  and  the  drawer,  it  is  not  binding  upon 
the  bank  until  the  latter  consents  to  it.  In  this  case  it  was 
held  that  this  rule  especially  applies  when  the  check  is  for 
part  of  a deposit,  as  one  cause  of  action  might  thus  be 
divided  into  many,  and  that  the  only  remedy  which  exists  for 
a wrongful  refusal  of  the  bank  to  pay  the  amount  deposited 
to  meet  the  check  is  a suit  by  the  drawer,  or  by  the  holder 
in  tort  for  the  wrong  done  ; or  secondly,  a suit  by  the  drawer 
for  damages  for  breach  of  the  implied  contract  on  the  part 
of  the  bank  to  pay  its  depositor’s  checks  to  the  amount  of 
his  funds  in  the  bank. 

A question  very  similar  to  this  recently  caused  a great 
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amount  of  discussion  in  England,  and  led  to  the  introduction 
by  Mr.  Hubbard,  in  the  English  Parliament,  of  an  Act 
intended  to  give  the  right  of  action  to  the  check  holder  as 
well  as  to  the  depositor  of  the  bank  who  drew  the  check. 
Mr.  Hubbard’s  amendment  was  not  passed,  and  the  English 
law  remains  substantially  like  our  own  in  regard  to  the 
rights  of  the  drawers,  the  holders  and  the  drawees  of  bank 
checks,  There  is,  however,  this  difference,  that  as  a general 
rule  a check  is  not  regarded  in  England  as  an  assignment  of 
the  funds  of  the  depositor,  though  it  is  held  that  there  are 
some  cases  in  which  equity  would  regard  a check  as  such  an 
assignment,  for  example,  in  the  case  of  the  death  of  the 
drawer,  and  the  consequent  revocation  of  the  banker’s 
authority  which  is  there  held  to  its  effect,  the  holders  may 
obtain  equitable  relief  against  the  banker. 

Probably  the  suit  before  us  would  never  have  been  brought 
but  for  a single  sentencfe  which  was  inserted  in  the  opinion 
of  the  Court  in  the  case  above  cited  from  lo  Wallace^  152. 
The  Court  said  : “It  may  be  if  it  could  be  shown  that  the 
bank  had  charged  the  check  on  its  books  against  the  drawer, 
and  settled  with  him  on  that  basis,  that  the  plaintiff  could 
recover  on  the  count  for  money  had  and  received,  on  the 
ground  that  the  rule  ex  aeqm  et  bono  would  be  applicable,  as 
the  bank  having  assented  to  the  order,  and  communicated 
its  assent  to  the  paymaster  ( the  drawer ) would  be  considered 
as  holding  the  money  for  the  plaintiff’s  use ; and,  therefore, 
under  an  implied  promise  to  pay  it  on  demand.”  In  Penn- 
sylvania, it  has  been  decided  that  privity  of  contract  can  be 
established  by  the  charging  of  a check  on  the  books  of  the 
bank  on  which  it  is  drawn.  Seventh  National  Bank  vs.  Cooky 
73,  Penn.  St.  485.  In  Kentucky,  it  has  been  held  that  where 
the  drawer  of  the  check  notified  the  bank  by  letter,  the 
holder  could  sue  the  bank.  Lesler  vs.  Given  8 Bush  (Ky.) 
361.  To  the  same  effect  is  Sharswood’s  note  in  Byles  on 
Bills.  The  learned  American  editor  says : a bill  of  exchange 
is  not  an  equitable  assignment  or  appropriation,  but  the  cases 
treat  a check  on  a banker  as  such;  and  if  the  holder  is  a 
holder  for  value,  as  to  whom  the  drawer  cannot  revoke  right- 
fully the  power  which  he  holds,  coupled  with  an  interest  why 
should  not  the  banker  upon  distinct  claim  and  notice  be  held 
bound  by  the  equity?” 

This  view  has  been  sustained  in  South  Carolina,  in  the 
case  of  Fogarties  vs.  State  Bank  12  Rich.  Law  518,  where  it 
was  decided  that  the  check  holder  has  a right  of  action  in 
assumpsit  against  the  bank.  If  it  refused  to  pay  the  check, 
when  it  had  funds  of  the  drawer  available  for  doing  so  upon 
the  implied  promise  which  the  law  raises  in  his  behalf. 

In  Louisina,  in  Illinois,  and  in  Iowa  the  State  Courts  have 
taken  a similar  view  of  the  privity  of  contract  between  the 
holder  of  a cheek  and  the  bank  which  holds  the  funds 
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deposited  to  meet  the  check.  Oppposed  to  this  view  are  a 
great  multitude  of  cases  decided  in  reliance  upon  the  old 
principle  that  a check  was  analogous  to  a bill  of  exchange. 
Thus  in  the  case  of  Moses  vs.  Franklin  Bank^  34  Md.  580, 
Mr.  Justice  Alvey  said,  in  1871  ; “it  is  certainly  a general 
rule  that  the  drawee  who  refuses  to  accept  a bill  of  exchange 
cannot  be  held  liable  on  the  bill  itself ; nor  to  the  holder 
for  the  refusal,  except  it  be  upon  the  ground  of  fraud  and 
loss  to  the  latter.  A bank  upon  which  a check  is  drawn 
occupies  in  this  respect  a similar  position  to  that  of  a drawee 
or  bill  of  exchange.  It  is  but  the  agent  of  the  depositor 
holding  his  funds  upon  an  implied  contract  to  honor  and 
take  up  his  checks  to  the  extent  of  the  funds  deposited. 
The  obligation  of  the  bank  to  accept  and  pay  is  not  to  the 
holder  but  to  the  drawer.” 

It  seems  to  us  that  the  confusion,  which  has  prevailed  on 
this  subject  is  due  in  no  small  degree  to  the  persistence  with 
which  this  old  principle  of  analogy  has  been  applied  in  cases 
where  it  was  clearly  inadmissible.  We  have  here  an  instance 
of  the  injury  which  injudicious  tax  laws  inflict  on  business. 
In  England,  'the  tax  officials  for  a long  course  of  years 
persisted  in  regarding  checks  as  inland  bills  of  exchange, 
and  charged  them  with  stamp  duties  accordingly.  Hence, 
the  development  of  the  check  system  in  England  was  very 
slow  compared  with  that  of  our  own  country,  where  no 
such  pernicious  impediments  were  raised  up  by  our  tax 
laws  prior  to  the  civil  war.  Another  consequence  was  that 
the  Courts  of  Law  continued  to  regard  checks  as  subject 
to  the  analogies  of  bills  of  exchange.  This  view  was  both 
more  extended  and  longer  kept  up  than  it  otherwise  might 
have  been  ; and  the  courts  of  law  in  the  United  States  were 
in  this  as  in  some  other  cases,  too  ready  to  follow  English 
precedents. 

In  view  of  the  recent  decisions  of  the  U.  S.  Supreme 
Court  and  of  the  higher  tribunals  of  the  several  States  we 
may  sum  up  the  general  principles  in  regard  to  the  ques- 
tion under  review  very  briefly.  The  law  recognizes  three 
parties  whose  rights  are  in  question.  First,  there  is  the 
drawer  of  the  check.  So  far  as  he  is  concerned  the  check 
when  drawn,  signed  and  delivered  constitutes  a valid  appro- 
priation, and  he  is  bound  thereby.  Thus,  in  Keen  vs.  Beard 
8 C.  B.  N.  S.  372,  Mr.  Justice  Byles  said,  “in  one  thing  a 
check  differs  from  a bill  of  exchange.  It  is  an  appropria- 
tion of  so  much  money  of  the  drawer’s  in  the  hands  of 
the  banker  upon  whom  it  is  drawn,  for  the  purpose  of  dis- 
charging a debt  or  liability  of  the  drawer  to  a third  per- 
son ; whereas  it  is  not  necessary  that  there  should  be  money 
of  the  drawer’s  in  the  hands  of  a drawee  of  a bill  of 
exchange.”  To  the  like  effect  we  might  cite  innumerable 
cases  showing  that  when  a man  sigpis  a check  the  assign- 
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ment  so  far  as  he  is  concerned  has  been  completed,  and  he 
is  bound  by  it. 

Secondly,  there  is  the  holder  of  the  check,  or  the  person 
in  whose  favor  it  is  drawn.  His  rights  are  clearly  poten- 
tial. They  are  contingent  on  something  which  he  has  him- 
self to  do.  If  he  is  negligent,  his  rights  and  remedies  may 
suffer,  if  he  is  prompt  and  fulfills  all  the  legal  conditions, 
his  inchoate  rights  mature,  and  are  consummated  in  his 
receipt  of  the  funds  whatever  they  may  be  which  are  on 
deposit  to  meet  his  check.  The  chief  duty  of  the  check- 
holder,  therefore,  is  promptitude  in  the  presentation  of  his 
check  to  the  bank  for  certification  or  payment.  This  point 
is  well  put  in  Morse  on  Bankings  page  471.  “It  is  true — 
and  it  is  all  that  the  cited  cases  decide — that  before  demand 
for  payment  no  assignment  exists,  no  obligation  has  been 
created,  no  privity  has  grown  up,  and  the  very  right  of 
the  bank  to  pay  may  be  taken  away  by  any  one  of  a 
great  number  of  occurrences.  But  the  act  of  presentment 
and  demand  made  before  any  one  of  these  occurrences  has 
taken  place  is  the  act  which  creates  at  once,  by  usage  of 
business  and  understanding  of  all  concerned,  the  obligation, 
the  pnvity,  and  the  appropriation,  or  at  least  the  right  to 
claim  an  appropriation.*’ 

The  third  party  whose  rights  are  in  question  is  the  bank 
on  which  the  check  is  drawn.  As  the  depositor  places  his 
money  in  the  bank  in  order  that  he  may  enjoy  the  usual 
facilities  of  checking  upon  it  at  pleasure,  and  as  it  is  the 
universal  understanding  between  banks  and  depositors  arising 
from  the  customs  of  trade,  that  the  checks  upon  deposits 
shall  be  paid  on  demand,  it  is  clear  that  prior  to  any 
demand  being  made  upon  the  bank,  no  obligation  is  incur- 
red by  the  bank  in  regard  to  any  particular  check.  But, 
until  the  acceptance  of  the  bank  is  added  to  a check, 
that  check  is  contingent,  and  certain  inchoate  rights  per- 
taining to  it  and  potential  in  it  have  not  as  yet  been 
legally  fixed  and  completed. 

It  is  easy  to  apply  these  principles  to  the  case  before 
us.  As  the  payee  of  the  check  on  which  the  suit  was 
brought  did  not  indorse  the  check  and  present  it  to  the 
bank,  the  act  of  quasi-presentation  was  wholly  nugatory.  If 
the  check  was  not  presented  according  to  law,  it  was  abso- 
lutely impossible  for  any  legal  rights  to  mature,  by  which 
the  bank  could  be  affected.  The  remarks  made  by  the  Court 
in  the  case  of  Bank  of  Republic  vs.  Millard  assume  that  a 
privity  of  contract  had  been  created  between  the  bank  and 
the  drawer.  But,  inasmuch  as  no  such  privity  of  contract 
existed  in  this  transaction,  the  whole  claim  of  the  plaintiff 
fell  to  the  ground.  The  importance  of  the  rulings  in  this  case 
will  be  seen  more  distinctly  hereafter  when  we  proceed  to  exam- 
ine in  a future  article  the  rights  of  the  holder  or  the  drawer 
of  a check  to  stop  the  payment  at  bank  before  presentation. 
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THE  COST  OF  THE  FRANCO-GERMAN  WAR. 

Not  a few  persons  have  supposed  that  the  war  between 
Russia  and  Turkey  would  be  prevented  by  the  want  of  funds, 
as  neither  of  the  two  belligerents  seems  able  to  borrow  much 
in  the  money  markets  of  Europe,  or  in  any  other  method  to 
supply  itself  with  money  or  other  means  of  carrying  on  exten- 
sive military  operations.  This  theory  ignores  the  g^eat  princi- 
ple to  which  the  first  Napoleon  owed  much  of  his  early  success. 
He  used  to  say  that  the  fundamental  rule  of  successful 
warfare  was  to  make  war  support  war.  And  accordingly, 
during  the  most  brilliant  part  of  his  military  career,  his  army 
cost  the  French  Treasury  little  or  nothing.  The  same  prin- 
ciple has  often  been  exemplified  in  Oriental  warfare,  and  in 
the  struggle  between  Russia  and  Turkey,  it  bids  fair  to  be 
carried  out  upon  a lar^e  scale.  Another  instance  which  is 
still  more  noteworthy,  is  that  of  the  Franco-Prussian  war 
of  1870-71.  It  is  well  known  that  the  victorious  Germans 
levied  a war-fine  of  five  milliards,  which  was  paid  in  specie 
or  its  equivalent  by  the  French.  What  is  not  so  well  known 
is  the  other  losses  which  were  inflicted  on  France  during 
the  invasion  and  occupation  of  certain  districts  of  the  country 
by  the  German  armies. 

The  French  Government  had  just  published,  on  this  sub- 
ject, some  very  interesting  statistics.  From  their  report,  we 
find  that  the  number  of  individuals  to  whom  reparation  in 
pecuniary  damages  has  been  made  by  the  French  Govern- 
ment, is  more  than  a million,  and  that  the  whole  sum  of  the 
damages  claimed  from  the  Government  is  886,957,755  francs, 
or  more  than  177  millions  of  dollars.  This  aggregate 
includes  the  contribution  of  two  hundred  million  francs 
levied  on  the  city  of  Paris.  The  details  of  these  contribu- 
tions are  very  ^interesting. 

The  war  contributions  and  fines  are  put  down  at  229,996,029 
francs ; the  requisitions  in  kind  amount  to  134,107,747  francs  ; 
the  cost  of  lodging  and  boarding  troops  is  estimated  at 
101,809,814  francs ; the  loss  by  theft,  incendiarism,  and  occu- 
pation, figures  dor  392,641,839  francs.  Thirty-four  depart- 
ments (about  three-eighths  of  France)  were  invaded  by  the 
German  armies ; the  respective  losses  of  each  of  these  depart- 
ments are  estimated  as  follows : Aisne,  23,742,839  francs ; 
Ardennes,  40,633,735  francs;  Aube,  6,672,783  francs;  Calvados, 
692,129  francs;  Cher,  440,390  francs;  Cote  d’Or,  14,464,427 
francs;  Doubs,  5,517,370  francs;  Eure,  10,516,053  francs;  Eure- 
et-Loire,  25,499,341  francs ; Indre-et-Loire,  4,456,535  francs ; 
Jura,  8,761,525  francs;  Loire-et-Cher,  15,522,693  francs;  Loiret, 
37,886,609  francs;  Marne,  26,237,675  francs;  Haute-Marne, 
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7,401,293  francs;  Mayence,  645,317  francs;  Meurthe-et-Moselle, 
28,611,180  francs;  Meuse,  26,242,760  francs;  Ni^vre,  5,618 
francs;  Nord,  1,918,885  francs;  Oise,  11,567,175  francs;  Ome, 
3,446,234  francs ; Pas-de-Calais,  2,014,893  francs ; Haul-Rhin, 
6,010,778  francs ; Haute-Saone,  13,825,505  francs ; Saone-et- 
Loire,  30,292  francs;  Sarthe,  17,026,660  francs;  Seine-Int6ri- 
eure,  14,864,964  francs ; Somme,  22,850,443  francs ; Vosges, 
^>785, 723  francs;  and  the  Yonne,  5,705,599  francs.  The 
departments  which  suffered  the  most  were  the  Seine-et-Mame, 
the  Seine,  and  the  Seine-et-Oise ; the  loss  of  the  first  is  put 
down  at  50,904,041  francs,  of  which  932,771  francs  represent 
the  war  contributions  and  fines,  12,658,452  francs  the  requi- 
sitions, 6,206,609  francs  the  cost  of  lodging  and  board,  and 
31,106,207  francs  the  damage  resulting  from  theft,  fire,  and 
other  war  consequences.  The  loss  suffered  by  the  inhabit- 
ants of  the  Seine  Department  was  not  less  than  266,196,022 
francs,  and  that  of  the  Seine-et-Oise,  146,500,830  francs, 
including,  of  course,  war  contibutions.  The  total  amount  of 
the  indemnities  already  audited  and  granted  for  the  partial 
relief  of  the  sufferers  is  estimated  at  617,147,889  francs,  or 
about  $123,430,000. 

The  aggregate  pecuniary  losses  of  the  French  nation  from 
the  war,  then,  can  scarcely  be  estimated  at  a smaller  sum 
than  $ 1,200,000,000,  so  that  France  offers  in  her  own  history 
one  of  the  most  conspicuous  illustrations  of  the  Napoleonic 
maxim  of  making  “war  support  war.** 


THE  PROFITS  OF  FINANCING. 

Sometime  ago  we  published  several  articles  illustrating  the 
extravagant  profits  made  by  financing  bankers  prior  to  the 
panic  of  1866,  in  Europe.  The  business  of  aiding  the 
organization  of  public  companies  received  so  powerful  an 
impulse  twenty  years  ago  in  England  that  it  gave  employ- 
ment to  a very  large  number  of  lawyers  and  agents,  and 
many  of  the  companies  which  were  established  under  the  new 
legislation  of  1862,  in  England,  owed  their  origin  in  a very 
large  degpree  to  the  ingenious  efforts  and  untiring  zeal  of 
these  prolific  workers  in  the  field  of  finance.  Of  late  years 
the  business  of  promoting  has  sunk  into  obr  curity.  Only  a 
few  of  the  most  able  and  skillful  practitioners  could  maintain 
their  position.  Among  the  most  notorious  of  these  Mr. 
Albert  Grant  has  long  had  a conspicuous  place.  He  has 
lately  lost  much  of  that  prestige  which  formerly  surrounded 
his  operations,  and  he  appears  as  defendant  in  a case  which 
has  just  been  decided  against  him  by  the  Vice-Chancellor. 
The  facts  of  this  case  are  very  simple.  In  1873,  trustees 
of  Mr.  James  Bagnall,  a wealthy  iron-master  in  Staffordshire,  - 
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whose  business  had  been  established  for  more  than  half  a 
century,  became  desirous  of  forming  a company  to  buy  the 
works  and  carry  on  the  business.  Mr.  Carlton,  a friend  of 
Mr.  Albert  Grant’s,  offered  to  make  the  needful  arrangements, 
and  the  trustees  accepted  his  proposition.  He  undertook  to 
deposit  the  sum  of  $100,000  with  the  trustees,  which  was  to 
be  forfeited  if  the  conditions  were  not  fulfilled  by  Mr.  Carl- 
ton. The  trustees  on  their  part  agreed  to  pay  Mr.  Carlton 
$425,000  if  the  company , should  be  successfully  established, 
and  the  stock  floated.  As  might  be  expected  the  $ 100,000 
deposited  by  Mr.  Carlton  was  lent  by  Mr.  Albert  Grant,  who 
undertook  the  whole  risk  of  loss  on  condition  that  Mr.  Carl- 
ton should  pay  him  $325,000  out  of  the  $425,000  which  he  was 
to  receive  from  the  trustees  in  the  event  of  his  success.  The 
stipulations  were  all  fulfilled  and  the  company  was  success- 
fully floated.  Out  of  the  purchase  money  the  stipulated 
$425,000  was  paid  to  Mr.  Carlton  by  the  trustees,  and 
through  him  was  distributed  as  previously  agreed.  Mr. 
Albert  Grant  received  his  $325,000  and  his  confederates, 
Carlton  and  the  others,  shared  among  them  the  remaining 
$ 100,000.  In  the  prospectus  of  the  company  no  mention  was 
made  of  this  contract  between  the  trustees  and  the  promoters. 

As  the  law  of  1862  requires  that  all  contracts  should  be  made 
public  in  the  prospectus,  the  court  held  that  there  was  in 
this  case  a suppression  of  material  facts  sufficient  to  consti- 
tute a fraud.  The  Vice-Chancellor  held  not  only  that,  as 
promoters,  the  defendants  were  bound  to  set  forth  in  the 
prospectus  all  contracts  into  which  they  had  entered,  but 
also  that  being  promoters  they  thereby  became  the  agents  of 
the  company,  and  in  that  capacity  they  had  no  right  to  any 
profit  on  the  transaction,  which  was  obtained  without  the 
knowledge  of  their  principals.  Mr.  Albert  Grant,  therefore, 
and  his  associates  were  ordered  to  repay  each  his  own  share  of 
the  $425,000  received  from  the  trustees,  with  interest  at  the 
rate  of  four  per  cent.  The  court  even  denied  to  the  defendants 
the  right  of  claiming  a reasonable  commission  for  the  services 
they  had  rendered  holding  that  the  fraud  which  had  been 
committed  was  conclusive  against  any  such  claim.  It  will 
be  seen  that  the  English  statute  is  extremely  rigid  and  that 
it  closes  the  door  against  one  class  of  the  frauds  which  were 
formerly  so  prevalent.  That  methods  will  be  devised  for 
evading  the  law  is  very  probable.  But  at  present  the  rage 
for  creating  new  companies  has  so  much  abated,  that  there  is 
very  little  temptation  or  opportunity  for  provoking  the 
ingenuity  of  promoters.  It  is  said  that  the  case  above 
referred  to  is  to  be  appealed.  There  is,  however,  very  lit-tle 
prospect  that  any  decision  which  is  at  all  likely  in  this  or 
similar  cases  will  enable  Mr  Albert  Grant  and  his  friends 
to  retrieve  their  fallen  fortunes. 
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WHAT  POLICY  OUGHT  THE  UNITED  STATES  TO 
PURSUE  UPON  THE  SILVER  QUESTION  ? 

BY  A STUDENT  IN  MONETARY  SCIENCE. 

What  is  the  silver  question  ? It  is  whether  a portion  of 
the  commercial  world,  having  demonetized  silver  except  for 
minor  or  subsidiary  purposes,  and  another  portion  having 
stopped  coining  it,  have  made  a mistake  in  so  doing  ; and 
if  they  have,  whether  it  is  of  sufficient  importance  to  warrant 
the  calling  of  an  international  convention,  admitting  that  one 
can  be  called,  and  that  its  advice  would  have  any  influence  ; 
and  whether  the  Government  of  the  United  States  ought  not 
td  take  action  in  the  premises. 

I have  no  theory  to  offer,  and  I do  not  intend  to  sustain 
or  to  atten[ipt  to  sustain  any  theory  as  to  the  policy  of  remon- 
etizing silver.  Theory  assumed  and  not  proved  is  the  bane 
of  monetary  science,  and  keeps  those  who  argue  to  sustain  it 
in  the  advocate’s,  rather  than  the  judge’s,  frame  of  mind. 

That  neither  silver  nor  gold,,  or  any  other  metal  used  as 
material  to  manufacture  units  of  money,  having  been  by  com- 
mon, that  is  to  say  international  consent,  so  used,  ought  ever 
to  be  demonetized  without  a like  consent,  should  be  admitted 
by  all  scientists  without  argument,  although  all  nations  by 
their  acts  have  hitherto  claimed  the  right  of  independent 
action,  and  have  acted  accordingly.  Admitting,  however, 
that  they  have,  in  so  doing,  acted  wrongly,  or  at  least  mis- 
takenly, and  waiving  the  question  whether  even  a general 
call  for  such  a convention  by  scientists  and  those  who 
might  join  them,  would  be  of  any  practical  use,  the  real 
question  now  is  not,  was  it  a mistake  to  demonetize  ? 
but,  having  demonetized,  would  it  not  be  a mistake  to  re- 
monetize? This,  in  a general  sense,  is  the  question  for  ex- 
examination ; but  a question  of  money  is  also  eminently  a 
practical  question,  and  therefore  there  is  a preliminary  ques- 
tion of  fact,  or  rather  of  probability,  to  be  first  answered  in 
order  to  avoid  the  necessity  of  arguing  a merely  abstract 
question.  Are  England  and  Germany,  or  is  Germany  inde- 
pendently of  England,  ready  to  debate  the  question  at  all  ? 
Will  they,  or  either  of  them  take  the  trouble  even  to  discuss 
it  at  this  time  ? I fancy  not ; and  if  I am  right,  the  whole 
question  practically  resolves  itself  into  this  question : Is  it 
expedient  for  France,  and  the  other  members  of  the  Latin 
Union,  conjointly  with  the  United  States,  to  attempt  fully  to 
remonetize  silver?  Is  it  expedient  for  the  former  to  restore 
fully  the  privilege  of  coining  silver,  and  of  the  latter  to  change 
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its  laws  and  allow  the  same  thing,  all  agreeing  to  make  fif- 
teen and  a half  units  of  weight  of  silver  in  coin,  equal  to  one 
unit  of  weight  of  gold  ? 

Money  is  altogether  a conventional  arrangement,  and  there- 
fore its  value  is  the  result  of  conventional  arrangement. 
Hence  its  real  value  lies  in  its  purchasing  power.  Money  is 
not  in  any  true  sense  a commodity,  even  when  its  units  are 
manufactured  out  of  gold  or  silver,  although  it  seems  hardly 
possible  to  resist  the  fallacy  that  they  are  such.  What  is  called 
intrinsic  value  in  coin,  is  the  value  which  the  bullion  con- 
tained in  the  coin  would  possess  if  the  Government  stamp 
were  removed  ; and  that  value  in  the  bullion,  thus  made  from 
the  coin,  is  what  the  bullion  would  be  worth  to  manufacture 
again  into  coin  ; the  two  values  resolve  themselves  into  each 
other.  The  circumstance  that  either  metal  if  wholly  demone- 
tized possesses  intrinsic  qualities  which  make  it  useful,  and 
therefore  give  it  an  independent  value  in  the  arts,  is  an  acci- 
dental circumstance,  important  only  as  it  will  affect  the 
actual  weight  of  the  metal  that  will  be  coined,  and  the 
reserve  that  will  not  be  coined.  All  money  of  civilized  nations 
is  but  a development  from  and  improvement  on  the  African 
Macoutes,  or  abstract  units  mentioned  by  Montesquieu.  When 
two  Africans  exchanged  commodities,  each  commodity  was 
valued  in  abstract  units  called  Macoutes  ; if  one  commodity 
were  valued  at  one,  two,  or  three  Macoutes,  the  other  might 
be  valued  at  three,  four,  or  five.  Dispense  with  one  of  the 
commodities  thus  exchanged,  and  give  the  Macoutes  a local- 
ity in  units  of  some  commodity  to  be  hereafter  universally 
accepted  for  the  units  of  all  commodities  and  all  capital,  and 
we  have  units  of  conventional  value,  in  other  words,  money. 
But  there  must  be  some  limitation  to  the  number  of  units 
which  can  be  produced  and  used,  that  is  to  say  circulated  ; 
otherwise  the  units  of  commodities  in  the  numerator  of  the 
ratio  of  value,  will  be  valued  by  a denomination  of  an  indefi- 
nite number  of  money  units.  Moreover,  there  must  be  also 
steadiness  in  the  number  of  those  units,  that  is  to  say,  there 
must  be  as  nearly  as  possible,  a standard  number  of  those 
units  to  a standard  number  of  the  units  of  commodities,  and 
this  is  the  only  kind  of  standard  possible  ; standard  therefore 
is  not  a commodity,  but  a condition  approaching  as  nearly  as 
possible,  practically,  to  stable  equilibrium  in  the  ratio. 

This  brief  analysis  will  let  in  much  light  upon  the  “silver 
question,”  because  it  necessarily  follows  from  the  adoption  of 
gold  and  silver  as  money,  that  each  metal  must  be  divided 
into  units  of  weight  or  measure  ; and  division  by  weight  being 
most  accurate,  that  kind  of  division  has  been  also  adopted  by 
common  usage.  Either  metal  being  sufficient  in  quantity  for 
general  distribution,  if  we  examine  into  the  resulting  values 
of  the  units  of  the  two  metals,  we  shall  find  that  the  intrinsic 
qualities  of  the  two  metals,  if  they  were  both  considered  for 
a moment  as  demonetized,  would  give  different  values  to  each, 
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not  proportioned  in  the  abstract  with  mathematical  accuracy, 
and  not  even  tending  in  point  of  fact,  to  be  proportioned 
with  such  degree  of  accuracy  to  the  differences  of  weights  of 
their  respective  total  masses,  but  controlled  largely  by  the 
difference  in  the  respective  degrees  of  demand  for  each  of 
them,  founded  upon  the  differences  in  intrinsic  qualities. 
The  moment,  however,  a conventional  value  as  money  is  given 
them  their  relation  is  one  of  weight  only,  and  their  former 
value  as  commodity  is  entirely  sunk  in  their  newly  acquired 
conventional  value  as  money ; in  other  words,  they  have 
ceased  to  have  any  value  as  ordinary  commodities,  that  is  to 
say,  they  have  ceased  to  have  any  value  in  themselves  ; their 
value  now  lies  in  their  purchasing  power  exclusively,  and 
purchasing  power  is  but  another  name  for  conventional  value  ; 
they  are  worth  to  the  extent  of  their  purchasing  power  for 
use  in  the  arts  undoubtedly,  but  that  they  are  so  is  the 
result  of  their  conventional  value  as  money  ; their  intrinsic 
value  as  commodities  would  be  precisely  the  same  if  they  had 
no  intrinsic  qualities,  making  them  useful  in  the  arts  at  all, 
their  conventional  value  has  absorbed  all  other  value. 

The  purchasing  power  or  conventional  value  of  the  gold 
unit,  if  that  be  the  only  money ^ must  therefore  be  inversely  as 
the  total  number  of  units  of  the  whole  mass  existing  in  the 
shape  of  gold  coin  throughout  the  commercial  world  ; if  its 
mass  in  coin  were  fifteen  and  a half  times  as  great  as  it  is,  then, 
except  so  far  as  legislation  might  possibly  to  some  extent  fix 
the  ratio,  to  buy  the  same  amount  of  commodities  or  capital 
would  require  fifteen  and  a half  times  more  metal ; variation 
in  purchasing  power  or  conventional  value  by  artificial  increase 
of  circulation  is  another  matter. 

There  is  no  natural  relation  growing  out  of  human  wants, 
and  therefore,  out  of  demand,  between  the  number  of  grains 
of  gold  in  one  of  the  units  of  money,  and  the  number  of 
pounds  in  a bushel  of  wheat : the  relation  is  conventional 
only,  and  therefore  it  is  and  can  be  only  mathematical ; that 
is  to  say,  if  the  unit  is  comparatively  heavy  like  a gold  eagle, 
the  conventional  value  of  the  unit  will  be  comparatively 
great ; if  a sovereign  less,  and  if  a dollar  still  less ; add  a 
little  more  gold  to  the  sovereign  and  make  it  equal  to  a 
half  eagle,  and  the  purchasing  power  of  the  dollar  is  to  that 
of  the  sovereign  as  i to  5.  Silver  having  been  also  adopted 
as  material  to  make  the  money  unit,  it  follows  that  one  of 
its  units  must  be  to  one  of  gold  inversely  as  the  total 
weight  of  its  mass  in  coin,  to  that  of  gold  in  coin,  which  has 
been  called  that  of  2 to  31,  or  1-15^. 

'Now  if  we  assume  the  average  product  of  gold  for  all  past 
time  to  be  to  that  of  silver  as  i to  45,  and  the  ratio  of  value 
of  the  latter  expressed  in  the  former  to  be  i-i5/4,  it  fol- 
lows that  nearly  Yi  of  the  mass  in  weight  of  gold  has  gone 
into  plate  and  the  arts  and  7-9  of  the  mass  in  weight  of  the 
latter.  The  mass  in  weight  of  gold  which  has  gone  into 
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plate  and  the  arts,  is,  therefore,  approximately  to  that  of  sil- 
ver which  has  gone  the  same  way,  as  i to  105.  If  the  value 
ratio  of  silver  to  gold  were  exactly  1-15,  then  in  point  of 
value,  seven  times  as  much  silver  valued  in  gold  will  have 
gone  into  plate  and  arts  as  there  will  of  gold,  and  105  times 
as  much  in  weight  of  mass.  Hence  it  follows  that  silver, 
having  less  specific  gravity  than  gold,  and  having  also  car- 
ried into  plate  and  the  arts  more  than  one  hundred  times 
greater  bulk  of  metal  than  gold,  must  have  lost  by  abrasion, 
chemical  action  and  other  destructive  agencies,  more  than 
one  hundred  to  one  in  mass  as  compared  with  gold,  and 
more  than  six  to  one  in  values  thus  destroyed  or  lost.  This 
estimate  would  leave  the  reserve  of  gold  not  in  coin  about 
equal  in  value  to  that  of  silver.* 

This  view  is  fortified  by  a corollary  from  the  foregoing 
demonstration.  Purchasing  power,  that  is  to  say,  conven- 
tional value  of  a unit  of  silver  to  one  of  gold  being  actually 
by  law,  and  probably  very  nearly  in  fact,  as  i to  15^,  and 
the  mass  of  each  metal  in  coin  being  abundantly  sufficient 
to  distribute  it  to  every  part  of  the  commercial  world,  were 

Bi-Metallism  ” in  the  shape  of  silver  and  gold  universally 
adopted,  the  tendency  would  be  to  an  equal  division  of  con- 
ventional value  between  them,  and  on  the  average,  it  would 
be  effected.  Hence  if  one-half  the  commercial  world  in  point 
of  commerce  were  to  introduce  Bi-Metallism,  and  the  other 
half  to  demonetize  silver,  all  the  gold  would  go  to  the  latter 
and  all  the  silver  to  the  former,  creating  what  might  well  be 
called  a monetary  nuisance : if  an  equal  distribution  of  con- 
ventional value  is  artificially  made  impossible,  the  benefit  of 
the  steadiness  of  a compound  ratio  of  production  of  metal, 
as  compared  with  one  of  a single  metal,  is  largely  lost. 
Therefore  a general  and  not  a partial  adoption  of  Bi-Metal- 
lism should  be  urged  by  Bi-Metallists. 

Another  corollary  follows ; The  purchasing  power  of  all  the 
money  in  the  world,  while  the  amount  of  commerce  remains 
the  same,  must  always  be  one  and  the  same,  whether  metallic 
units  alone,  or  metallic  paper  and  credit  units  combined,  be 
employed  to  pay  for  commodities,  labor . and  capital ; but 
prices  vary  locally  according  to  the  number  of  units  circu- 
lated, and  not  according  to  the  variations  in  the  price  of 
bullion  from  demonetization  or  other  causes:  the  danger  of 
national  loss  from  partially  demonetized  metals  lies  in  ad- 
verse international  balances.  It  is  all  a valuation  by  units: 
units  of  commodities  and  capital  sold  fix  the  conventional 
value  of  the  gold  or  silver  units  in  the  ratio  of  price,  %nd 
the  latter  fix,  not  the  conventional,  but  real,  value  of  the 

* If  gold  and  silver  were  useless  as  commodities  except  to  manufacture  coin — each  metal 
having  the  same  mass  and  weight  existing  in  the  shape  of  coin  as  now  — the  bullion  and  coin 
of  ea^  metal  would  have  the  same  values  expressed  in  each  other,  and  the  coin  the  same 
conventional  value  in  purchases  as  now.  Therefore  the  one-third  oi  all  the  gold  and  silver 
( this  third  I have  estimated  to  be  in  the  shape  of  plate,  jewelry,  &c.).  which  is  worth  one- 
half  as  much  as  all  the  coin  in  the  world,  has  carried  all  its  " intrinsic  into  its  conventional 
value. 
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former : the  conventional  value  of  the  units  of  gold  are  fixed 
at  each  sale,  by  putting  them  in  the  numerator,  and  the 
units  of  commodities  in  the  denominator;  but  ordinary  lan- 
guage has  no  name  for  such  a valuation ; only  the  language 
of  scientists ; and  the  name  is.  Purchasing  Power.  Ordinary 
language  calls  every  exchange  a sale : the  money  units  are 
placed  always  in  the  denominator,  and  commodities  and  capi- 
tal in  the  numerator  of  the  ratio. 

Another  corollary : Money  not  circulated  has  potential  value 
only ; money  not  circulated  is  but  an  abstraction ; money  and 
the  circulation  of  money  are  practically  one  and  the  same 
thing,  and  the  circulation  of  money  is  limited  by  the  com- 
modities sold : the  value  of  money  lies  only  in  the  com- 
modities or  capital  it  buys,  and  therefore  a convertible  paper 
dollar  has  precisely  the  same  “conventional  value”  in  its 
character  of  money  and  in  the  field  it  occupies  as  the  gold 
dollar,  because  both  are  conventional : if  excessive  circulation 
or  imperfect  convertibility  depreciates  the  paper,  it  depreciates 
the  gold.  There  is,  however,  a real  difference  between  them, 
and  that  difference  lies  in  the  exceedingly  important  fact, 
preeminently  important  in  respect  to  bank  reserves,  that 
paper  and  even  credit  dollars,  if  one  choose  to  call  them 
such,  have  no  natural  limitation,  but  gold  and  silver  dollars 
have ; they  all  have  the  same  effect  upon  price  when  placed 
in  the  denominator  of  its  ratio,  because  as  money  they  are 
only  units,  and  are  not  commodities.  Therefore  no  currency 
can  be  said  to  be  regelated  by  gold  and  silver,  of  which  gold 
and  silver  does  not  form  a part,  whether  it  be  a third,  a 
quarter,  a fifth  or  a sixth. 

This  answers  the  sound,  practical,  common-sense  argument 
of  Mr.  Bonamy  Price.  I call  his  argument  such,  because 
admitting  gold  coin  to  be  a commodity  merely,  having  quali- 
ties as  money,  distinct  from  the  bank  note  or  the  economising 
bank  credit,  admitting  that  clearings  are  merely  transfers  of 
credits  for  wholesale  transactions  essentially  different  from 
retail  transactions  outside  of  banks,  effected  by  cash  pay- 
ments of  gold,  silver  or  bank  notes ; and  admitting  further 
that  in  principle  there  would  be  no  objection  to  the  exten- 
sion of  the  “ clearing  system  ” to  retail  transactions,  if  prac- 
ticable, thus  reducing  the  amount  of  gold  or  gold  and  silver 
required,  to  a merely  nominal  figure,  then  we  may  as  well 
join  with  Mr.  Price  in  asking  the  plain  common-sense  ques- 
tion : Of  what  use  is  a gold  banking  reserve  at  all,  except  to 
answer  the  modest  calls  of  those  who  want  change,  or  a 
pocket  piece  ? Mr.  Price  does  not  ask  this  question  in  terms, 
but  it  is  a question  fairly  resulting  from  his  argument,  unan- 
swerable as  it  is  by  any  one  who  contends  that  gold  coin,  as 
such,  is  a commodity,  and  that  bank  credits  may  and  ought 
to  vary  without  reference  to  reserve;  for  surely  if  wholesale 
transactions  take  place  without  any  reference  to  gold,  retail 
transactions  must  necessarily  do  the  same.  Therefore  the 
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true  explanation  is,  that  the  value  of  all  money  depends 
upon  the  number  and  not  the  kind  of  units,  whether  paper, 
credit,  or  gold,  placed  in  the  denominator  of  the  ratio  of 
price ; and  if,  as  Mr.  Price  has  demonstrated,  the  credits 
vary  without  regard  to  gold ; and  because  they  so  vary,  the 
same  method  of  “clearing”  might  be  extended  to  retail 
transactions  if  practicable,  then  Mr.  Price  might  well  carry 
his  argument  farther,  as  the  advocates  of  convertible  bond 
and  paper  money  in  the  last  Presidential  canvass  in  the 
United  States  have  done,  and  contend  as  the  logical  outcome 
from  the  premises,  as  these  advocates,  logically,  we  are 
forced  to  admit,  have  done,  that  convertibility  is  after  all 
but  a name  and  a shadow.  Their  argument  and  the  plain, 
practical,  common-sense  argument  of  Mr.  Price  can  be 
answered  only  by  admitting  the  soundness  of  the  arguments 
ftom  the  assumed  premises,  and  then  showing  the  fallacy  in 
the  premises. 

If,  therefore,  it  be  admitted  that  in  point  of  science  the 
true  object  of  a reserve  is  not  to  enable  note  or  credit  hold- 
ers to  convert  their  holdings  into  a commodity,  but  to  keep 
always  such  a reserve ; that  at  every  clearing  there  shall  be 
behind  each  payment  or  transfer  of  credit,  that  is  to  say, 
in  the  denominator  of  each  wholesale  ratio,  with  but  slight 
variation,  the  same  amount  of  metal  to  the  same  amount 
of  credit,  whether  the  proportion  be  one-third,  one-fourth, 
or  one-fifth,  then  in  all  the  ratios,  both  wholesale  and 
retail,  there  will  be  on  the  average,  a fixed  amount  of 
credit  and  of  metallic  units : if  the  annual  amounts  to 
be  added  to  the  number  of  units  required  by  the  United 
States,  Great  Britain,  and  France,  be  for  one  moment,  by 
way  of  illustration,  assumed  to  be  the  same,  assuming  also 
that  there  are  no  banks  of  dep>osit  and  discount,  to  increase 
the  circulation  of  metal  or  bank  notes  beyond  their  natural 
limits ; then,  if  the  annual  metallic  demands  of  the  three 
countries,  in  the  order  named,  be  respectively  as  i,  2,  and  3, 
the  average  amount  of  credits  in  every  price  ratio  in  the 
United  States,  must  be  two  units  of  credits  to  one  unit  of 
metal,  and  in  England  one  unit  of  credits  to  two  of  metal. 
This  adjustment  can  only  be  effected  in  the  United  States 
(if  twenty  per  cent,  reserve  be  assumed  as  sufficient  against 
notes  and  credits),  by  maintaining  banking  and  redemption 
reserve  at  that  figure,  if  it  be  possible  to  regulate  deposit 
and  discount  banking  fully,  or  perhaps  approximately  through 
redemption  reserve,  so  far  as  the  National  Banks  are  con- 
cerned, by  requiring  them  to  keep  a consolidated  redemption 
reserve  at  the  largest  commercial  centre,  and  allowing  that 
reserve  to  count  as  a part  of  the  collateral  in  the  hands  of 
the  general  Government  for  security  of  notes.  In  addition 
to  this,  120  millions  in  gold,  or  gold  and  silver,  if  we  put 
the  total  of  credits  and  circulation  at  600  millions,  ought 
to  circulate  side  by  side,  indiscriminately  with  the  notes,  the 
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metallic  circulation  replenishing  the  banking  and  redemption 
reserves,  and  the  latter  the  metallic  circulation.  All  this 
we  will  have,  at  least  as  far  as  it  is  practicable  to  attain 
to  it,  when  we  come  to  understand  the  true  function  of 
metallic  units  in  all  circulation,  viz.,  to  fix  some  definite  limit 
operating  upon  each  and  every  banker,  and  every  producer, 
whether  manufacturer  or  merchant,  to  the  use  of  all  other 
units,  thus  forcing  the  least  conservative  to  the  highest 
de^ee  of  conservatism. 

A practical  illustration  is  afforded  by  the  banks  of  issue  in 
Adam  Smith’s  time.  Sound  banks  of  issue,  unaffected  as  they 
are  by  the  unlimited  power  of  banks  of  discount  and  deposit, 
to  put  money  in  circulation  without  redeeming  it  with  metal, 
necessarily  by  their  own  proper  function,  keep  a steady  reserve, 
because  the  reserve  steadies  itself.  In  Smith’s  time  the 
Scotch  banks  kept  a reserve  of  twenty-five  per  cent,  against 
circulation,  and  out  of  the  whole  circulation  twenty-five  per 
cent,  was  gold  and  silver ; the  bank  reserve  supplied  metallic 
circulation,  and  the  metallic  circulation,  reserve : the  whole 
circulation  was  two  millions,  and  the  gold  and  silver  in 
reserve  and  circulation  was  one  .million  ; in  the  United  States, 
in  1857,  there  was  gold  and  silver  enough  in  the  country 
to  cover  more  than  forty  per  cent,  of  the  effective  circulation, 
but  it  was  not  all  placed  where  it  would  do  the  most  good, 
and  one  hundred  millions  of  it  were  placed  where  it  did  no 
good  at  all,  because  it  retired  out  of  circulation  and  from 
the  face  of  a bank-note  circulation,  whose  purchasing  power 
was  debased  by  non -convertibility,  imperfect  convertibility, 
and  bank  credits  varying  without  reference  to  banking 
reserve. 

I have  now  shown,  as  I believe,  that  Professor  Bonamy 
Price’s  argument,  and  the  logical  conclusions  from  it  urged 
by  paper-money  advocates,  are  unanswered  and  unanswer- 
able, except  by  demonstrating  that  all  money  is  one  and  the 
same  thing  when  placed  in  the  denominator  of  its  proper 
ratio,  that  a limitation  of  units  there  is  essential,  that  paper 
and  credit  money  do  not  furnish  such  a limitation,  while 
metallic  money  does,  if  allowed  or  forced  to  circulate  as  in 
Adam  Smith’s  time  in  definite  ratios  with  paper.  I proceed 
briefly  to  state  some  particulars  which  materially  affect  the 
question  of  stability  of  the  ratio  of  price,  and  will  greatly  if 
not  altogether  compensate  for  the  demonetization  of  silver 
which  has  already  taken  place. 

The  rise  and  fall  of  prices  for  short  periods,  depends 
more  upon  the  amount  of  circulation  than  upon  the  number 
of  units  of  money,  whether  of  paper  or  metal,  in  the  hands 
of  the  people.  Prices  in  Europe  have  probably  been  advanced 
somewhat  in  the  long  period  during  which  the  United  States 
have  failed  to  take  their  annual  supply  of  gold.  The  United 
States,  partly  perhaps  from  political  motives,  committed  the 
mistake  of  making  their  debt  payable  in  gold  instead  of 
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paper:  had  it  been  payable  in  paper  and  remained  largely 
at  home,  the  conservative  result  of  holding  mostly  their  own 
debt,  instead  of  sending  it  abroad  and  investing  the  proceeds 
in  less  productive  undertakings,  would  have  rendered  the 
crisis  of  1873  less  severe,  and  they  would  have  kept  more 

fold,  and  so  disturbed  its  distribution  less.  Again,  had 
ecretary  McCulloch  and  his  successors  been  allowed  to  pro- 
ceed with  the  withdrawal  of  legal  tenders,  the  return  cur- 
rent of  gold  would  have  set  in,  and  the  crisis  would  have 
been  avoided,  by  stopping  the  payment  of  labor  in  those 
undertakings  whose  products  would  not  sell.  The  immense 
activity  given  to  circulation  through  our  banks  brought  on 
the  crisis.  France  had  a much  greater  amount  of  money 
placed  in  the  hands  of  her  people  after  the  Franco-German 
war,  than  had  the  United  States  at  any  time  during  the  late 
civil  war  or  since,  even  if  we  include  our  bank  credits ; but 
prices  rose  but  slightly  in  France,  enormously  in  the  United 
States : the  difference  between  the  two  cases,  came  from 
difference  in  circulation.  In  France  the  gold  and  silver  were 
mostly  retired,  the  paper  circulated  and  did  good  service  in 
maintaining  the  price  of  rentes  without  materially  affecting 
labor  or  commodities.  France,  though  subjected  to  an  enor- 
mous military  fine,  has  suffered  less  from  the  payment  than 
Germany  from  the  expenditure  of  it ; prices  in  Germany  have 
been  enormously  advanced  by  reason  of  it,  and  still  more 
by  the  extension  of  banks,  which  caused  a large  investment 
of  labor  otherwise  than  in  the  production  of  the  neces- 
saries of  life  to  take  place ; the  exchanges  between  the  pro- 
ducts of  labor  were  blocked  and  a crisis  followed. 

But  in  this  brief  paper  I must  hasten  to  a conclusion. 
Can  law  or  common  consent  fix  the  total  purchasing  power 
of  one  metal  or  of  any  number  of  metals?  No;  because 
law  deals  with  actual  relations  of  men  and  things,  and  can- 
not create  them  : it  cannot  effectively  declare  that  2 and  3 
shall  be  4,  and  not  5 : it  can  no  more  fix  the  total  purchas- 
ing power  of  gold,  if  that  be  the  only  metal  used  as  money, 
of  gold  and  silver  if  both  are  so  used,  or  gold,  silver,  notes 
and  credits,  than  Xerxes  or  Canute  could  chain  the  tide ; it 
cannot  strike  at  a ratio,  or  alter  the  rules  of  proportion. 
Can  legislation  regulate  the  relative  purchasing  power,  that 
is  to  say,  the  conventional  value  of  gold  and  silver  ? 
Undoubtedly  it  can,  unless  it  goes  so  far  as  practically  to 
demonetize ; for  if  it  can  abolish,  it  can  recreate,  provided  it 
has  material  to  work  on  : it  can  demonetize  silver  or  gold, 
or  both : having  demonetized  both,  it  can  remonetize  both, 
declaring  that  a pound  of  gold  shall  be  equivalent  in  value 
to  a pound  of  silver,  or  to  5,  10,  15,  15  16,  20,  or  25  pounds 

of  silver.  To  declare  gold  equal  in  value  to  silver  would, 
however,  indirectly  and  practically  demonetize  it,  because 
gold  bullion  would  all  go  into  manufacture ; and  if  there 
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were  really  any  danger  of  metallic  supply  falling  short,  it 
might  be  a question  for  careful  consideration,  whether  the 
universal  remonetization  of  gold  and  silver  could  be  advan- 
tageously accomplished  by  reducing  very  largely  the  conven- 
tional and  relative  value  of  silver  to  gold,  in  order  to  carry 
a much  larger  quantity  of  metal  into  the  arts,  and  thus  rid 
the  commercial  world  of  Europe  (especially  England)  and 
the  United  States,  of  the  almost  insuperable  objection  to  the 
use  of  silver  by  reason  of  its  bulk  and  weight. 

If  there  were  no  gold  or  silver  in  plate  and  other  manu- 
factured articles,  because  altogether  worthless  for  such  pur- 
poses, then  legislation  could  at  once  and  forever  fix  the  ratio 
of  relative  conventional  value,  as  coin,  between  them  ; were  it 
not  so  fixed,  the  proportions  being  allowed  to  settle  them- 
selves, then,  if  the  true  value  ratio  of  silver  in  gold  were 
1-15^,  it  would  permanently  fix  itself  there. 

Legislation,  however,  could  make  in  this  case  equal  units  in 
weight  taken  from  each  mass  equivalents,  because  useless  for 
manufacture.  So  legislation  may,  although  each  metal  is  use- 
ful for  manufacture,  still  fix  the  relation  subject  to  the  risk  of 
indirect  demonetization  of  the  metal  undervalued  ; possibly  at 
some  future  period,  if  it  be  found  necessary  to  remonetize 
silver,  it  may  be  undervalued  to  some  extent,  if  done  by  the 
world  at  large ; but  gold  should  not  be,  under  any  circum- 
stance, demonetized  by  the  commercial  world,  because  we 
should  be  loaded  down  with  heavy  metal  in  all  sales  and 
redemptions  requiring  metal.  If  any  change  can  be  gradually 
effected  by  and  by,  after  silver  has  disappeared  from  Europe 
and  the  United  States,  except  for  subsidiary  purposes,  and 
for  those  purposes  much  less  weight  of  metal  than  that  now 
used  will  suffice,  perhaps  it  might  advantageously  come  by 
reducing  the  value  of  the  ratio  of  1-15^  so  as  to  throw  a 
much  larger  relative  amount  of  silver  into  plate  and  the  arts  ; 
but  this  reduction  would  also  have  the  effect  of  discouraging 
silver  and  encouraging  gold  mining,  and  so  far  the  effect 
would  be  also  advantageous. 

Again,  should  the  conventional  value  of  gold  rise,  then  a 
still  better  plan  might  be  to  remonetize  silver  universally  and 
fully,  and  fix  the  legal  ratio  at  the  true  ratio  as  nearly  as 
possible,  and  to  endeavor  to  carry  into  effect  some  practica- 
ble scheme  for  using  metallic  units  of  both  gold  and  silver, 
in  such  a way  that  they  can  enter  into  the  circulation  repre- 
sentatively discharging  their  propter  function,  without  being  at 
the  same  time  an  incumbrance.  This  could  be  effected  by  all 
Governments  undertaking  to  store  and  safely  keep  coin  of  all 
sorts  for  all  who  might  desire  it,  issuing  paper  or  tokens  for 
the  same,  and  leaving  it  mostly  in  bullion  ; coin  or  bullion 
to  be  given  in  redemption  of  the  paper  or  tokens  at  all  times. 
The  world  has  not,  however,  arrived  at  that  degree  of  advance- 
ment in  monetary  and  social  science  to  make  it  worth  while 
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for  any  “ practical  ” man  to  spend  time  in  urging  the  propri- 
ety of  an  international  convention  to  discuss  even  the  pro- 
priety of  a general  remonetization  of  silver,  and  certainly 
not  of  a Government  storage  of  it. 

If  the  quantity  of  silver  used  as  money  could  be  reduced 
in  bulk  and  weight  to  that  of  gold  it  would  be  desirable  to 
remonetize  it  at  once  universally  as  well  as  gold,  and  it 
would  doubtless  be  done  at  once  without  a convention.  But 
is  not  the  compound  ratio  of  the  total  annual  production  of 
silver  and  gold  to  the  total  existing  combined  mass  in  weight 
of  both  silver  and  gold,  more  steady  than  that  of  either  of 
the  metals  to  its  single  mass  ? Unquestionably,  and  this  fact 
and  the  assumption  that  the  value  of  the  units  of  each  metal 
will  be  more  steady  than  the  value  of  those  of  gold  alone 
can  be,  and  that  those  who  have  contracted  debts  under  a 
bi-metallic  standard  ( meaning  perhaps  citizens  of  France  and 
subjects  of  Germany,)  have  been  or  will  be  sufferers  and 
losers,  if  silver  be  not  remonetized,  are  the  chief  points  of  the 
bi-metallists. 

Now  as  to  the  fact  of  greater  steadiness  in  the  ratio  of 
combined  than  of  single  production,  I confess  that  upon  first 
thought  it  seemed  to  me  of  paramount  importance,  but  upon 
second  thought  I believe  it  to  be  of  subordinate  importance 
only.  The  mass  of  gold  reserved  in  plate  and  jewelry,  the 
mass  of  gold  reserved  ( because  scarcely  ever  circulated  ) in 
coin  everywhere  ( some  of  the  ten  and  twenty  marc  pieces  even 
in  Germany,  having  undoubtedly  been  more  or  less  retired  by 
the  old  debased  silver  coin),  the  vast  extension  of  banking 
and  consequent  rise  of  prices  in  Germany,  the  stimulus  to  the 
production  of  gold,  should  gold  rise  even  slightly  in  purchas- 
ing power  in  consequence  of  the  acts  of  Germany  and  the 
Latin  Union,  will  abundantly  compensate  for  all  tendency  in 
gold  to  rise.  Beside,  the  introduction  and  extension  of  bank- 
ing and  the  use  of  inconvertible  paper  money  in  Russia, 
Austria,  and  Italy,  have  had  and  will  have  more  to  do  with 
the  purchasing  power  of  all  money,  and  consequently  of  gold, 
than  any  increase  or  decrease  in  the  ratio  of  metallic  produc- 
tion. To  raise  the  purchasing  power  of  the  money  unit  by 
‘‘contracting”  the  totals  number  of  units  not  potentially  to 
any  great  extent,  but  actually,  in  harmony  with  diminished 
demand,  as  we  have  done  in  these  United  States  for  three 
years  past,  affects  the  value  of  all  our  money  units  whether 
of  paper  or  of  gold.  How  enormously  has  the  purchasing 
power  of  the  gold  dollar  risen  within  that  time  above  its  pur- 
chasing power  before  that  time  ? 

But  does  not  the  price  of  silver  bullion  to-day  in  the  great 
bullion  mart  of  London,  demonstrate  practically  the  “practi- 
cal” loss  which  the  citizens  of  France  and  the  subjects  of 
the  German  Empire  are  now  sustaining,  by  being  compelled 
to  pay  in  gold  when  they  contracted  in  silver  ? 
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Practically,  nothing  of  the  sort.  If  a bank  of  issue  pays 
out  its  notes  for  discounted  securities,  and  so  occupies  a part 
of  the  great  field  of  circulation,  before  it  quits  the  field  it 
redeems  its  notes  ; if  a discount  and  deposit  bank  enters  the 
field,  when  it  retires  it  must  redeem  its  credits  with  gold, 
silver,  bank  notes,  or  credits  of  other  banks  ; the  moment  a 
part  of  the  field  is  abandoned  another  occupant  appears,  and 
if  no  other  occupant  appears  we  may  be  sure  that  part  of 
the  field  has  not  yet  been  abandoned.  The  debased  silver 
coin  of  Germany  will  not  quit  the  field  until  the  Government 
can  redeem  it,  and  it  can  only  redeem  it  gradually.  It  com- 
mitted the  sad  error  of  believing  and  carrying  that  belief 
into  action,  that  it  could,  within  such  a period  as  it  might 
dictate,  replace  a ( debased ) silver  coinage  with  a gold  one  : 
it  failed  to  reflect  that  the  previous  demonetization  of  silver 
by  England  and  the  United  States  threw  upon  the  bullion 
markets  less  weight  of  metal  than  its  single  one  was  likely 
to  throw  ; that  this  was  not  the  first  act  of  that  kind  but  the 
third,  and  that  it  had  therefore  to  consider  the  cumulative 
effect  not  of  its  one  act  but  of  the  three  combined.  Ger- 
many will  gradually  get  rid  of  her  silver,  and  if  she  is  not 
willing  to  wait  the  progress  of  time  she  can  give  notice  that 
she  will  redeem  the  silver  in  Treasury  notes  payable  in  silver 
at  the  pleasure  of  the  holder,  and  in  gold  at  the  pleasure  of 
the  Government,  retiring  the  silver  into  her  coffers  until  she 
sees  it  to  the  advantage  of  the  Empire  to  dispose  of  it. 
Meantime  she  can  watch  the  progress  of  monetary  events. 
It  is  by  no  means  certain  that  the  cheapening  of  silver 
bullion  after  the  present  depression  wears  off  and  prices 
rise,  and  after  the  gradual  absorption  of  the  supplies  from 
Germany  and  the  Latin  Union,  will  not  so  increase  the  demand 
for  it  as  material  for  manufacture  as  to  make  it  approximate 
former  rates.  If  it  does  so,  it  will  be  a gain  to  the  world, 
and  an  important  incident.  Meantime  we  may  be  sure  of 
one  thing,  that  prices  will  not  be  materially  affected  in  Ger- 
many or  France  by  the  cheapening  of  silver  bullion  in  the 
bullion  mart  of  London.  Silver  will  not  leave  the  field  of  cir- 
culation in  Germany  until  gold  or  paper  takes,  or  is  ready 
to  take,  its  place.  If  there  were  no  gold  or  paper  the  silver 
would  still  circulate  from  necessity.  Why  does  an  overvalued 
and  subordinate  or  subsidiary  silver  coinage  circulate  in  Eng- 
land, and  why  has  it  circulated  in  the  United  States  and 
elsewhere  ? From  necessity  alone  and  not  merely  because  it 
is  legal  tender  ; because  the  gold  unit  cannot  be  conveniently 
subdivided  for  such  circulation,  and  is  not  therefore  coined. 
Governments,  therefore,  can  issue  mere  tokens  which  have  a 
subordinate  conventional  value  and  circulation  accordingly ; 
this  conventional  value  is  precisely  like  all  other  conventional 
value  in  coins  of  full  weight ; the  only  difference  is  that  the 
field  of  convention  is  smaller. 
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I sum  up  my  objections  to  the  United  States  embarking  for 
the  present  upon  the  coinage  of  silver  beyond  subsidiary  uses, 
as  follows  : Although  the  double  ratio  of  production  furnished 
by  the  two  metals  is  more  stable  than  that  of  a single  metal 
can  be,  yet  an  abundant  degree  of  stability  will  be  furnished 
by  gold  alone.  This  difference  in  stability  is  at  Ms  time 
merely  an  abstract  quantity  so  far  as  practical  use  goes.  In 
fact  the  difference  will  not  appear  unless  the  Oriental  nations 
threaten  to  demonetize  silver.  When  they'do  it  will  be  time 
to  take  action,  and  action  will  then  be  taken  either  to  restore 
silver  or  possibly  to  find  some  metal  of  much  less  mass  than 
silver  to  take  the  place  of  the  gold  that  will  depart  eastward. 
Should  silver  be  fully  remonetized  by  the  United  States  and 
the  true  functions  of  a metallic  reserve  and  a mixed  circula- 
tion be  understood  and  acted  on,  the  bulk  and  weight  of  sil- 
ver in  the  circulation  would  be  a more  serious  practical 
embarrassment  to  Americans,  than  the  abstract  difference 
between  the  stability  of  a compound,  and  a single  ratio  ; 
should  Germany  change  her  mind  and  remonetize,  it  needs 
not  the  help  of  the  United  States  to  do  the  same,  because 
the  act  of  the  Latin  Union  was  in  effect  provisional,  the  Union 
would  follow  suit,  and  silver  bullion  ascend  to  its  former 
value  without  the  aid  of  the  United  States. 

Should  Germany  fail  while  the  United  States  proceeded  to 
remonetize  conjointly  with  the  Latin  Union,  the  United  States 
might  place  themselves  in  this  predicament.  Suppose  the 
commerce  of  the  Latin  Union  and  the  United  States  and 
other  nations  having  bi-metallic  money  on  the  one  hand,  and 
the  remainder  of  the  commercial  world  having  gold  only, 
should  approximate  a condition  that  would  take  the  whole  or 
a large  part  of  their  gold  away  from  the  former ; the  United 
States,  above  all  other  nations,  might  be  subjected  to  very  seri- 
ous embarrassment.  The  United  States  is  a debtor  nation, 
and  will  for  a long  time  continue  so.  England  is  our  largest 
creditor,  and  we  can  not,  if  we  are  required  to  remit  a metallic 
balance  to  her,  send  our  silver  to  Paris  and  pay  her  in  bills 
on  Paris,  nor  can  we  remit  silver  to  her  in  payment.  We 
have  committed  two  great  financial  mistakes  already  men- 
tioned ; the  last  we  could  certainly  have  avoided,  and  the 
not  avoiding  it  has  run  us  sadly  in  debt.  Let  us  not  take 
the  risk  of  committing  a third  mistake.  We  ought  never  to 
think  of  remonetizing  silver,  until  England  at  least,  if  not 
indeed  the  whole  commercial  world,  is  ready  to  do  it.  It 
will  not  help  us  in  the  slightest  degree  towards  resumption, 
and  the  cost  of  metal  will  be  the  same  whether  in  conjunc- 
tion with  the  Latin  Union  and  Germany,  or  the  Latin  Union 
only,  we  remonetize  silver ; or,  on  the  other  hand,  refuse  to 
do  it.  If  we  remonetize  we  shall  raise  silver  bullion  against 
ourselves  ; if  we  do  not,  gold  will  cost  no  more. 

Our  plain  simple  duty  is,  to  enter  upon  no  untried  path  ; 
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to  fund  our  legal  tenders;  to  require  all  the  banks  to  pre- 
pare for  redemption  in  gold ; to  foster  and  help  the  National 
banks  and  not  to  oppress  and  drive  them  to  wind  up,  by 
onerous  and  unjust  taxation  ; to  convert  the  present  system 
of  National  banks  into  one  single  bank  for  the  purposes  of 
circulation,  by  allowing  or  rather  requiring  them  to  consoli- 
date their  banking  reserve,  placing  it  in  the  hands  of  the 
General  Government  in  a Bureau  of  Redemption  in  New 
York  City ; requiring  sub-treasuries  in  all  cities  to  exchange 
gold  for  notes,  remitting  the  notes  they  receive  for  redemp- 
tion at  the  Bureau ; and  allowing  the  consolidated  reserve  to 
count  as  so  much  collateral  in  place  of  a like  amount  of 
United  States  debt.  The  General  Government  could  thus, 
without  any  trouble  on  the  part  of  the  banks,  convert,  with 
their  consent,  a sufficient  amount  of  the  bank  collaterals  in 
the  shape  of  bonds,  gradually  into  gold,  place  it  to  the  credit 
of  each  bank  in  the  consolidated  reserve,  and  put  all  their 
notes  in  a condition  of  convertibility,  without  any  trouble 
on  their  part. 

Gold  will  come  to  us  fast  enough,  when  a sufficient  amount 
of  Government  paper  is  funded.  Meantime,  France  needs 
no  aid  of  us.  Her  monetary  condition  is  sound,  her  internal 
exchanges  are  never  blocked  by  excessive  and  misdirected 
labor,  paid  for  by  an  artificial  and  excessive  circulation.  Ger- 
many is  in  a bad  plight,  but  it  is  her  own  fault ; and  because 
she  has  depressed  the  silver  bullion  market,  that  is  not  a 
sound  reason  why  the  United  States  should  step  in  and  run 
the  risk  of  seriously  embarrassing  themselves  by  raising  the 
market  price.  A steady  movement  forward  towards  metallic 
convertibility  into  gold,  is  our  policy.  The  Mercantile  Theory 
of  intrinsic  value  in  coin,  while  it  has  led  to  a misunder- 
standing of  the  true  function  of  a banking  reserve,  has  had 
a conservative  effect  elsewhere : it  has  retired  vast  sums 
from  active  circulation,  ready  nevertheless  to  be  used  when 
needed  : the  possession  of  money  is  evidence  of  thrift  in  indi- 
viduals, and  if  in  them,  then  in  nations,  because  it  is  the 
most  natural  form  in  which  thrift  can  be  demonstrated. 
The  United  States  are  now  practicing  the  highest  degree  of 
economy,  for  after  all  their  interest  is  paid  abroad,  they  have 
of  late,  shown  a balance  paid  to  them  in  gold.  The  error  of 
the  Mercantile  Theory,  as  it  was  called,  was  not  therefore  in 
asserting  that  a gold  balance  is  desirable,  but  in  not  taking 
notice,  that  although  such  a balance  shows  economy  and 
thrift,  and  is  therefore  desirable  in  itself,  there  is  a natural 
limitation  to  it,  otherwise  there  could  be  no  commerce,  the 
end  being  thus  sacrificed  to  the  means.  There  will  be  no 
scarcity  of  gold  when  the  silver  leaves,  so  that  gold  can 
take  its  place.  Germany  can  rid  herself  of  her  embarrass- 
ment in  the  way  of  silver  if  she  chooses.  Why  should  the 
United  States,  and  above  all  France,  step  in  to  aid  her  ? 
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Surely  by  remonetizing  silver  the  United  States  would  help 
Germany  out  of  a bad  predicament,  subject  themselves  to 
inconvenience,  without  any  possible  advantage,  and  run 
unnecessary  risks. 


PUBLIC  DEBTS  INJURE  ALL  PRODUCTIVE 
INTERESTS. 

BY  GEO.  M.  WESTON. 

A city  journal  ( The  Public^  March  22,  1877)  says,  “lending 
money  to  railroads  at  seven,  eight,  or  ten  per  cent,  interest, 
is  very  like  lending  on  the  bills  and  post  obits  of  a reckless 
spendthrift  ; ” that  investors,  who  have  “ been  getting 
gambler’s  interest,”  and  who  have  “.exacted  rates  which 
very  few  roads  could  possibly  earn,”  must  expect  “gambler’s 
losses  ; ” and  that  if  they  hold  railroad  bonds  which  “ bear 
impossible  rates  of  interest,”  they  must  “ look  to  the  property 
for  security,  or  consent  to  a compromise.”  And  upon  the 
whole,  The  Public  believes,  that  while  “ some  roads  have  been 
ruined  by  fraudulent  or  wasteful  management,  a very  much 
larger  number  have  been  ruined  because  it  proved  to  be 
impossible  to  pay  the  stipulated  interest.” 

Productive  business,  and  the  development  of  real  estate,  by 
the  erection  of  houses,  stores,  and  mills,  are  carried  on  in 
this  country,  as  in  all  new  countries,  largely  upon  borrowed 
capital.  They  are  in  the  same  category,  in  that  respect,  as 
the  railroads,  and  like  them,  have  been  compelled  to  promise 
“ impossible  rates  of  interest^  The  causes  for  this  are  doubtless 
many,  but  a leading  one  is  the  enormous  extent  to  which  the 
loan  market  has  been  crowded  by  bonds  representing  public 
credit  in  various  forms.  Not  only  is  the  nation  a large  bor- 
rower, but  nearly  all  the  States,  counties,  cities,  and  towns, 
are  also  borrowers.  In  the  resulting  competition  for  money, 
lenders  have  almost  fixed  their  own  rates,  and  it  is  not  won- 
derful that  they  have  been  tempted  to  fix  rates  which  are 
proving  to  be  impossible^  The  creation  and  perpetuation  of 
public  debts  find  their  most  steady  and  powerful  support  in 
that  class  of  men.  That  portion  of  the  press  of  this  country, 
which  represents  that  class,  is  a unit  in  condemning  the  reduc- 
tion, not  very  great,  which  has  been  made  in  the  National 
debt,  and  in  insisting  that  the  reduction  shall  go  no  farther. 
Those  engaged  in  productive  interests,  and  real  estate  enter- 
prises, are  not  so  observant  of  the  effect  upon  them  of  pub- 
lic policies,  and  have  less  leisure  to  combine  an  effective 
resistance  to  policies  which  are  unfriendly  and  unjust  to 
them. 

In  some  aspects,  it  is  true  that  high  rates  of  interest,  and 
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large  returns  upon  all  forms  of  invested  capital,  are  for  the 
general  advantage ; but  this  is  only  in  the  same  aspects,  in 
which  it  is  true,  that  high  wages  for  labor  are  for  the  general 
advantage.  The  higher  the  income  of  wealth  the  more  rap^ 
idly  will  it  accumulate,  and  the  greater  will  be  the  induce- 
ment to  save  it,  instead  of  expending  it  in  personal  and  tem- 
porary gratification.  And  the  higher  wages  are  the  more  is 
industry  encouraged,  and  the  greater  will  be  the  surplus  not 
needed  for  the  support  of  laborers,  and  which  may  thus 
become  new  capital.  If  the  economic  condition  of  the  world 
could  be  re-constructed  upon  principles  of  supposed  benevo- 
lence, it  is  not  easy  to  see  what  limits  would  be  put  upon 
the  gains  of  either  capital  or  labor.  But  in  fact,  whatever 
we  may  wish,  we  must  take  the  world  as  we  find  it,  and 
neither  wages  nor  the  income  of  capital  can  be  pushed 
beyond  a certain  point  without  paralyzing  productive  interests. 
And  when  that  happens,  wages  and  the  income  of  capital 
must  fall  again  to  the  level  at  which  production  can  be 
resumed.  What  that  level  is  varies  in  different  times  and 
countries,  and  is  never  stationary  anywhere.  It  is  a mysteri- 
ous but  certain  condition  of  human  affairs,  to  be  ever  on  the 
ebb  or  flow.  But  the  true  level  at  any  given  time  and  in 
any  given  country  will  soon  be  found,  if  the  laws  which 
govern  markets  are  not  disturbed  by  extraneous  interference. 
Interest  upon  money  loaned,  left  to  itself,  would  have  a cer- 
tain relation  to  the  income  of  capital  in  other  forms,  and  the 
demand  for  loans,  left  to  itself,  would  bear  a certain  relation 
to  the  activity  of  production,  and  to  the  improvement  and 
development  of  fixed  property.  But  when  governments 
become  borrowers,  it  is  by  political  necessities,  or  supposed 
political  necessities,  that  the  demand  for  money,  and  the 
interest  paid  for  money,  are  controlled.  During  the  late  civil 
war,  the  United  States  borrowed  paper  dollars,  and  paid 
annually  for  the  use  of  one  hundred  such  dollars  six  gold 
dollars  then  worth  in  the  market  fifteen  paper  dollars.  Those 
who  could  lend  at  such  rates  to  the  Government  were  very 
little  likely  to  lend  at  moderate  rates  to  anybody  else.  And 
even  when  governments  do  not  pay  such  excessive  rates, 
they  make  a new  and  unnatural  demand  for  money,  and 
thereby  place  private  borrowers  at  a disadvantage. 

Lenders  of  money,  foreign  and  domestic,  profit  by  our 
National  debt  in  all  ways.  Their  direct  income  from  it  is 
more  than  princely.  Few  princes,  in  either  ancient  or  modem 
times,  have  enjoyed  revenues  so  vast.  But  their  indirect 
advantages  from  it  are  also  great.  To  whatever  extent  our 
government,  or  any  government,  will  safely  hold  their  money 
and  pay  liberally  for  its  use,  the  less  remains  for  individual 
borrowers,  and  the  keener  the  competition  of  such  borrowers 
to  obtain  it. 

All  the  productive  and  property  interests  of  this  country 
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are  languishing  under  this  unnatural  state  of  things.  Agri- 
cultural lands  are  the  safest  of  all  forms  of  property,  but 
loans  upon  them  for  their  development  are  only  possible 
upon  impossible  terms.  The  railroads,  as  stated  by  The 
Public^  have  been  eaten  out  by  usury,  and  their  further  con- 
struction, needful  as  it  is  in  this  wide  and  growing  countr>% 
is  substantially  arrested.  Thosfe  who  erect  houses,  or  stores, 
borrowing  two-thirds,  or  even  only  one-half  of  the  needed 
capital,  get  no  income,  as  the  rents  will  only  pay  taxes  and 
interest  on  the  mortgage,  and  not  always  that. 

The  interest-bearing  debt  of  the  United  States  is  1700  mil- 
lion dollars.  The  payment  of  one-half  would  reduce  the 
annual  interest  more  than  two-thirds.  The  annual  interest  is 
now  upwards  of  ninety  millions.  A debt  of  850  millions  could 
be  carried  at  the  rate  of  three  and  one-half  per  cent,  interest, 
such  is  the  demand  for  that  species  of  security,  provided  the 
amount  on  the  market  is  kept  small.  By  such  a reduction  of 
the  principal  of  the  debt,  and  the  consequent  reduction  of  the 
rate  of  interest  on  what  was  left  unpaid,  the  production 
and  property  of  the  country  would  save  sixty  millions  in 
annual  taxes,  and  in  addition,  a sum  possibly  greater  by 
a diminution  of  the  charges  for  borrowed  capital.  Property 
and  productive  interests,  as  compared  with  money,  may  not 
be  entitled  to  special  favors,  but  they  are  at  any  rate  entitled 
to  justice  and  fair  play.  They  should  not  be  discriminated 
against  by  public  policies.  If  the  Government  should  convert 
its  treasury,  replenished  for  that  purpose  by  taxation,  into  an 
institution  to  make  loans  to  farmers,  builders,  and  railroads, 
at  rates  fixed  benevolently  low,  private  capitalists  would  have 
a good  right  to  complain  of  it.  Wherein  is  the  right  less 
good  of  enterprise  and  production  to  complain,  if  the  Govern- 
ment becomes  the  great  borrower  in  the  market,  not  tempo- 
rarily and  during  the  stress  of  overpowering  necessity,  but 
permanently,  and  as  a systematic  policy  ? 

The  interest  on  public  debts  is  the  measure  of  the  income 
of  the  holders  of  them,  but  it  is  by  no  means  the  measure  of 
the  burden  which  they  impose  upon  taxpayers.  The  expense 
of  collecting  taxes  is  considerable  under  the  best  manage- 
ment, and  the  actual  management  is  sometimes  the  worst 
possible. 

A National  debt  has  been  described  as  a device  which 
enables  the  rich  to  buy  the  right  to  levy  taxes  on  the  poor. 
That  is  a roughly  correct  description  of  one  aspect  of  it,  as 
National  taxes  are  generally  levied  more  upon  consumption 
and  labor  than  upon  property,  but  it  is  by  no  means  an 
adequate  account  of  the  effects  of  public  debts.  By  increas-  • 
ing  the  rates  of  interest,  they  enable  one  class  of  rich  men  to 
prey  upon  another  class  of  rich  men.  They  enable  those  who 
have  money  to  lend,  to  appropriate  what  ought  to  be  the 
gains  of  the  capital  of  others,  and  would  be  so  but  for  an 
unnatural  disturbance  of  the  loan  market. 


Digitized  by  UjOOQle 


i877*1  public  debts  injure  all  productive  interests.  961 

The  savings  banks  of  the  State  of  Connecticut  are  reported 
to  have  voted,  at  a convention  held  within  a few  weeks,  to 
make  loans  hereafter  at  six  per  cent,  interest.  It  is  not  stated 
how  much  higher  rates  they  have  been  receiving  heretofore. 
Their  managers  are  not  to  be  censured  for  receiving  whatever 
rates  were  current  in  the  market.  But  manifestly,  it  could 
only  have  been  some  violent  and  abnormal  cause,  which,  in 
one  of  the  oldest  and  richest  States  in  the  Union,  could  have 
carried  the  rates  above  six  per  cent.,  upon  such  securities  as 
would  be  accepted  by  those  banks  which  are  reputed,  and 
no  doubt  justly,  to  be  safely  and  carefully  managed. 

This  cause  is  the  enormous  expansion  of  public  debts,  in 
every  conceivable  form,  within  recent  years.  The  evil  has 
reached  such  a height  that  the  reform  of  it  is  a necessity. 
Productive  interests,  railroads,  agriculture,  and  real  estate 
development  of  every  kind,  find  the  burden  no  longer  sup- 
portable. The  evil,  in  all  its  various  shapes,  must  be  steadily 
reduced  and,  as  soon  as  may  be,  finally  got  rid  of  altogether. 
The  sinking  fund  of  the  National  debt  must  be  watchfully 
guarded.  Old  municipal  debts  must  be  paid  off,  and  the  con- 
traction of  new  ones  placed  under  really  efficient  restraints. 
On  the  last  point,  the  law  of  Massachusetts,  passed  two  years 
ago,  is  an  example  to  be  followed  and  improved  upon. 


OF  THE  DISCOUNT  DEPOSIT. 

BY  CHARLES  H.  CARROLL. 

Once  in  my  life,  and  only  onoe,  have  I known  a bank 
officer  who  seemed  to  me  to  comprehend  thoroughly  the 
nature  of  his  business  in  discounting  an  evidence  of  debt 
out  of  itself  into  a “deposit.*'  That  officer  was  the  late  J. 
Amory  Davis,  President  of  the  Suffolk  Bank  of  Boston,  who 
told  me  that  in  his  opinion,  the  business  of  banking  would 
be  more  profitable  to  its  proprietors  in  the  long  run,  as  well 
as  more  useful  to  the  public,  if  that  principle  were  abandoned 
entirely.  Mr.  Davis  was  a good  thinker,  careful  and  sound 
in  his  conclusions,  and  a perfectly  conscientious  man.  I was 
glad  to  find  that  his  ample  experience  and  practical  knowl- 
edge of  banking  led  to  the  same  conviction  on  this  point 
which  I had  entertained  many  years  before  I had  the  pleas- 
ure of  his  acquaintance. 

The  subject  is  brought  to  my  mind  at  this  time  by  an  argu- 
ment of  George  S.  Coe,  Esq.,  President  of  the  American 
Exchange  National  Bank  of  New  York,  on  bank  taxation, 
which  I find  reported  in  the  March  issue  of  this  Magazine, 
and  in  the  newspapers.  In  a newspaper  he  is  represented  as 
saying  to  the  Committee  of  Ways  and  Means  of  Congress  : 
62 
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“Now,  as  to  dividends,  the  banks  in  the  city  of  New  York, 
one-half  of  them,  have  not  for  the  last  two  years  earned  their 
dividends,  and  for  the  last  year  not  one- third  of  them.  * * 
I say  that  our  institutions  did  not  earn  the  dividends 
which  they  have  declared,  but  they  paid  them  out  of  their 
reserves  because  they  could  not  help  responding  to  the  agonies 
of  the  stockholders,  and  the  necessities  of  the  case." 

There  is  nothing  surprising  in  this  statement.  The  gist  of 
the  trouble  lies  in  the  supposititious  “ dollar  " created  by  dis- 
counting, which,  being  nothing  in  itself,  has  no  equivalent ; 
nevertheless  it  demands  the  payment  of  money,  or  an  equiv- 
alent, and,  although  the  bank  throws  upon  its  customers  the 
obligation  to  meet  this  demand,  the  demand  “ returns  to 
plague  the  inventor"  of  the  fictitious  dollar,  under  the 
adverse  course  of  exchange  which  that  dollar  itself  creates. 

A promise  is  a debt,  it  is  nothing  else  ; and  the  attempt  to 
make  debt  serve  the  purpose  of  money,  always  has  been  and 
always  will  be  a failure.  Money  and  debt  are  as  opposite  in 
nature  as  fire  and  water ; money  extinguishes  debt  as  water 
extinguishes  fire.  Debt  in  the  money  channel  is  a violator 
of  natural  law  ; an  intruder  that  can  remain  there  only  so 
long  as  money  can  be  kept  out  by  the  interference  of  legis- 
lation. The  buying  of  goods  is  one  thing,  the  paying  for 
them  another.  Credit  may  be  a good  medium  of  exchange, 
but  never  can  be  the  object  of  exchange.  The  seller  is  not 
paid  for  his  goods  in  a note  or  a check ; the  exchange  is  rfot 
completed  until  his  capital  is  restored  to  him  in  money  or  its 
equivalent  as  value  for  value.  Hence  the  debts  of  the  com- 
munity, so  far  as  they  are  contracted  in  price  without  value  ; 
that  is,  in  price  formed  by  credit  in  excess  of  the  natural 
money  value,  below  whiqfi  prices  cannot  permanently  fall, 
must  be  kept  in  existence  by  continued  renewal,  and  by  main- 
taining in  full  activity  of  circulation,  the  volume  of  currency 
in  which  they  were  contracted,  or  prices  will  fall,  debts  must 
be  discharged  in  bankruptcy,  and  banking  comes  to  grief  like 
other  credit  business.  A sluggish  circulation,  such  as  we  have 
had  for  some  years  past,  is  equivalent  for  the  time  to  a con- 
traction of  the  currency,  since  if  the  currency  cannot  be  used 
it  cannot  maintain  prices. 

These  fundamental  principles  of  finance  and  political  econ- 
omy are  ignored  in  the  fictitious  bank  deposit,  the  deposit 
created  by  discounting ; and  this  is  the  cause  of  the  trouble 
with  the  banks  which  Mr.  Coe  portrays  so  eloquently.  Taxes 
have  very  little  to  do  with  the  matter,  and  their  removal 
would  have  no  appreciable  effect,  I think,  in  removing  the 
difficulty.  This  so-called  “ deposit " involves  the  entire  prin- 
ciple of  the  currency  system  of  Europe  and  America.  It  was 
invented  by  the  Bank  of  England,  in  1694,  or  rather  by  the 
Scotchman,  William  Patterson,  who  invented  that  bank  ; and 
two  other  Scotchmen,  John  Law,  the  projector  of  the  Missis- 
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sippi  scheme,  and  Adam  Smith,  have  been  chiefly  instrumen- 
tal in  corrupting  political  economy  with  the  fallacy  that  this 
“ deposit,’*  with  nothing  to  it  or  behind  it,  is  an  economy  of 
the  precious  metals.  It  amounts  precisely  to  this  and  nothing 
more,  that  two  men  exchange  promises,  one  being  a banker, 
promising  to  pay  on  demand,  which  promises  are  to  be  off-set 
in  the  end  by  a re-exchange  of  one  against  the  other;  mean- 
while, the  banker’s  promise  is  to  be  called  “money,”  and 
regarded  as  equal  in  value  to  gold.  Mr.  Coe,  I am  glad  to 
see,  discovers  the  fallacy  of  this  pretence  of  money  in  the 
deposit,  but  he  does  not  propose  to  reform  it ; and  he  is  one 
of  a thousand  of  his  craft  in  admitting,  that  in  manipulating 
the  deposit,  he  is  not  borrowing  and  lending  money. 

Here  is  Adam  Smith’s  statement  of  the  matter.*  “ A paper 
money,  consisting  in  bank  notes  issued  by  people  of  undoubted 
credit,  payable  on  demand,  without  any  condition,  and,  in 
fact,  always  readily  paid  as  soon  as  presented,  is,  in  every 
respect  equal  in  value  to  gold  and  silver  money,  since  gold 
and  silver  money  can  at  any  time  be  had  for  it.”  That  is  to 
say,  a banker  does  the  same  thing  in  effect  for  commerce  and 
the  general  welfare,  by  writing  a promise  for  a given  amount 
of  gold  which  he  does  not  possess,  as  the  miner  who  pro- 
duces capital  by  raising  the  same  amount  of  gold  by  hard 
labor  from  the  bowels  of  the  earth.  I think  no  greater  folly 
than  this  ever  claimed  the  sanction  of  science  in  any  depart- 
ment of  human  inquiry ; but  it  is  the  principle  of  banking 
in  which  Mr.  Coe  is  engaged,  and  the  essence  of  our  cur- 
rency system.  It  is  a quicksand  which  the  banks  make  for 
their  own  and  all  other  business  to  stand  upon. 

As  to  the  difference,  so  often  alleged,  between  the  bank 
note  and  bank  deposit,  there  is  none  whatever  in  principle  or 
effect ; one  is  as  much  currency  as  the  other.  Originally,  the 
Bank  of  England  issued  notes  for  all  her  discounts  and 
demand  liabilities.  Suppose  you  have  $ 1,000  at  your  credit 
inscribed  in  a bank  ledger,  and  you  make  and  pay  away  a 
check  for  ft  100,  you  have  $ 900  of  bank  credit  left.  Or  sup- 
pose you  have  the  same  amount  inscribed  in  ten  separate 

notes,  and  pay  away  a note  for  $ 100,  you  have  $ 900  of  bank 
credit  left  as  before.  In  the  one  case  you  make  your  own 
checks  at  your  convenience  ; in  the  other,  the  bank  makes, 
in  effect,  and  hands  you  ten  checks  upon  itself,  which  you 
dispose  of  at  your  convenience.  The  currency  is  the  fund  in 
bank,  whatever  that  may  be  or  pretend  to  be ; it  is  not 
merely  the  instrument — check  or  note — which  serves  to  circu- 
late that  fund  ; and  the  whole  fund  is  money  or  fiction,  as 

money  is  present  in  or  absent  from  it.  Were  the  currency 

exclusively  metallic,  it  would  be  largely  distributed  through 
banks  by  the  same  instruments.  The  balance  at  the  debit  of 
every  trader’s  cash  account  is  his  currency,  and  the  chief  item 

♦ Wealth  t(f  Nations,  book  a,  chapter  a,  of  Money. 


Digitized  by  LjOOQle 


964 


THE  banker’s  magazine. 


[June, 


of  that  balance  is  usually  his  bank  deposit,  subject  to  check 
at  sight ; not  the  deposit  loaned  on  time  or  in  a savings  bank, 
which,  being  removed  from  his  cash  account,  is  loaned,  and 
is  not  currency. 

If  this  common-sense  statement  needs  the  sanction  of 
authority  to  satisfy  the  reader,  let  him  refer  to  Henry  Thorn- 
ton’s Inquiry  into  the  Nature  and  Effects  of  the  Paper  Credit  of 
Great  Britain^  page  eighty-seven,  where  he  will  find  a foot- 
note as  follows  : “ It  is  in  substance  the  same  thing  whether 
a person  deposits  ^ 100  in  money  with  the  bank,  taking  no 
note,  but  obtaining  a right  to  draw  a draft  on  a banking 
account  which  is  opened  in  his  name,  or  whether  he  deposits 
the  same  100  and  receives  for  it  a bank  note.  The  posses- 
sion of  the  right  to  draw  obtained  in  the  one  case,  is  exactly 
equivalent  to  the  possession  of  the  note  obtained  in  the  other. 
The  notes,  it  is  true,  are  commonly  issued  not  in  considera- 
tion of  money  received,  but  of  bills  discounted  ; but  the 
deposits,  it  may  be  observed,  are  generally  formed  by  the 
means  of  bills  discounted.” 

And  in  Lawson’s  Histbry  of  Bankings  page  156,  we  find 
the  following  statement  of  the  same  thing  : “ A note  holder 
does  not  in  fact  differ  from  a person  to  whom  a balance  is 
due,  both  are  creditors  of  the  bank  ; the  one  holding  a note, 
which  is  the  evidence  of  the  debt  due  to  him  ; and  the  other 
having  the  evidence  of  the  entry  in  his  pass  book,  or  in 
the  ledger  of  the  bank.”  Authorities  are  abundant  on  this 
point.  Joseph  Hume  completely  defeated  Lord  Overstone, 
then  Samuel  Jones  Loyd,  in  an  argument  upon  it  before  a 
committee  of  the  British  House  of  Commons,  as  I read  the 
case  in  Overstone’s  Tracts. 

Mr.  Coe  explains  the  principle  thus : ‘‘  One  hundred  bales 
of  cotton  are  sent  from  New  Orleans  to  New  York,  shipped 
inland.  This  cotton  is  not  money.  There  is  not  a dollar  of 
actual  money  connected  with  it.  It  has  a value  equivalent  to 
so  much  money.  The  party  in  New  Orleans  who  ships  it 
chooses  to  send  it  to  Cincinnati,  and  draws  a draft  against 
it,  upon  that  place,  and  deposits  that  draft  in  bank  in  New 
Orleans.  That  becomes  a deposit.  Is  it  money?  Is  it  not 
cotton  and  nothing  else  ? ” To  this  I reply,  it  is  no  more 
cotton  than  it  is  money  ; it  is  neither  one  nor  the  other  ; nor 
is  it  legitimate  credit,  for  legitimate  credit  borrows  capital, 
and  there  is  no  capital  borrowed  or  loaned  in  this  transaction 
as  recited  by  Mr.  Coe.  The  bank  borrows  no  cotton  and  lends 
no  money.  The  cotton  shipper  lends  no  cotton  and  borrows 
no  money.  The  two  parties  merely  exchange  obligations ; the 
bank  promises  to  pay  the  cotton  shipper  money  in  New 
Orleans  which  it  does  not  possess,  for  if  it  does,  the  deposit 
is  money  borrowed  by  the  cotton  shipper,  and  the  credit  is 
legitimate  in  true  and  unexceptionable  banking,  which  is  not 
the  case  in  question.  On  the  other  hand,  the  cotton  shipper 
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promises  to  pay  to  the  order  of  the  New  Orleans  bank,  money 
in  Cincinnati  which  he  does  not  possess  or  own  there.  By 
taking  his  draft  the  bank  does  not  come  into  possession  of 
the  cotton  or  its  ownership  ; it  has  nothing  to  do  with  the 
cotton,  which  goes  on  its  way  according  to  Mr.  Coe’s  explica- 
tion. What  then  does  the  bank  possess  ? Simply  the  cotton 
dealer's  obligation  to  put  money  to  its  credit,  or  meet  the 
draft  in  Cincinnati.  The  cotton  may  be  destroyed  upon  the 
road  ; whether  it  is  or  not,  the  drawer  may  sell  property 
inherited  from  his  grandfather,  to  meet  the  draft  in  Cincin- 
nati. His  obligation  is  of  the  nature  of  a mortgage  upon  his 
whole  estate,  which  he  may  release  by  the  sale  of  any  other 
property,  as  well  as  of  the  cotton  in  Cincinnati ; or  he  may 
be  an  utter  bankrupt,  in  which  event  he  may  have  appropri- 
ated the  proceeds  of  the  cotton  in  anticipation  of  the  appear- 
ance of  his  draft  in  Cincinnati ; or  the  acceptor  may  be  good 
for  nothing.  What  I wish  to  show  is  that  the  bank  has  no 
lien  upon  or  security  in  the  cotton,  and  the  deposit  is  merely 
an  organization  of  debt  into  currency  through  false  banking. 

Mr.  Coe  proceeds : The  owner  in  Cincinnati  moves  it 

( the  cotton ) to  Pittsburgh,  and  he  puts  the  draft  which  he 
draws  upon  that  place  against  it,  into  a bank  in  Cincinnati, 
and  there  also  it  is  a deposit.  The  owner  in  Pittsburgh  again 
moves  it  to  New  York,  and  there  again  a draft  is  drawn  and 
is  deposited  in  bank.  That  is  the  third  time  that  the  value 
of  that  one  hundred  bales  of  cotton  becomes  the  subject  of  a 
deposit,  and  yet  not  a single  dollar  of  money  is  deposited. 
Now  what  is  that  ? " I answer : Fiction^  counterfeit  money, 
that  ought  to  be  suppressed  by  taxation,  or  in  any  way  the 
Government  may  adopt  to  get  rid  of  it,  for  the  benefit  of 
^ banking  and  all  other  business. 

Why  don’t  Mr.  Coe  say  the  deposit  in  Cincinnati  is  cotton, 
and  again  cotton  in  Pittsburgh,  if,  as  he  says,  it  was  cotton  in 
New  Orleans  ? I believe  Mr.  Coe  to  be  one  of  the  most 
intelligent  bankers  in  the  United  States.  I think  he  does  not 
care  to  risk  his  reputation  for  intelligence  and  common -sense 
on  the  assertion  that  this  sort  of  banking,  which  he  believes 
to  be  legitimate  and  entitled  to  relief  from  taxation,  multi- 
plies 100  hundred  bales  of  cotton  into  300  bales  by  three 
successive  deposits.  Anybody  would  see  the  fallacy  of  such  a 
statement.  But  the  dollar  is  such  a pure  abstraction,  as  the 
medium  of  exchange,  which,  as  such,  can  be  made  as  perfect 
by  the  authority  or  permission  of  Government  in  a leather 
button,  or  in  an  item  of  bank  debt,  as  in  gold  or  silver,  that 
almost  any  absurd  statement  as  to  a deposit  of  dollars,  may 
have  the  sanction  of  the  British  school  of  Political  Economy, 
and  pass  for  good  banking  and  good  sense  ; because  the  doc- 
trine of  that  school  is  commonly  accepted  that  the  medium 
of  exchange  is  the  only  essential  function  of  money.  While 
that  doctrine  prevails,  political  economy,  in  my  opinion,  will 
not  amount  to  a row  of  pins. 
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Money  in  trade  is  a commodity,  a thing  that  is  bought  and 
sold  ; out  of  trade  it  is  simply  wealth.  It  is  the  creature  of 
commerce,  not  of  Government.  It  existed  before  Government. 
When  history  began  it  was  gold  and  silver  bullion  circulating 
by  the  common  unit  of  weight,  as  Abraham  weighed  the 
shekels  of  silver  to  Ephron.  Its  essential  function  in  com- 
merce is  that  of  capital  as  the  common  equivalent  of  value 
in  exchange;  and  the  prime  element  of  an  equivalent  is 
always  cost  of  production  ; its  other  elements  being  supply 
and  demand.  Instead  of  being  a mere  medium  of  exchange, 
it  is  the  most  conspicuous  object  of  exchange  in  commerce, 
since,  as  the  universal  equivalent,  it  buys  and  pays  for  every 
thing  offered  for  sale,  and  is  wanted,  always  and  everywhere, 
as  no  other  commodity  can  be,  the  wide  world  over.  An 
exchange  is  as  complete  on  the  receipt  of  money  as  of  any 
other  commodity. 

A dollar  made  without  cost  of  production,  may  serve  the 
purpose  of  a medium  of  exchange,  like  counterfeit  money 
among  people  who  choose  to  circulate  it,  but  it  pays  for  noth- 
ing ; it  is  a non-value,  no  capital,  no  equivalent,  and,  being  used 
as  money,  it  sinks  the  value  of  money  in  the  rise  of  prices 
without  compensation,  and  hence  in  loss  of  capital  to  the 
nation  that  makes  and  employs  it ; for  infallibly  so  much 
gold  or  silver  will  be  paid  away  for  nothing  in  a false  price 
for  foreign  goods.  Whereas,  a fall  in  the  value  of  money  by 
reason  of  the  production  of  gold  and  silver,  is  exactly  com- 
pensated by  the  increase  of  capital  in  money  which  will  be 
exported  and  exchanged  for  commodities  of  higher  value, 
like  a surplus  of  wheat,  or  of  any  other  commodity,  as  soon 
as  the  course  of  exchange  indicates,  as  it  will  with  scientific 
precision,  that  money  is  cheaper  than  the  average  of 
other  commodities  ; which  is  the  same  thing  as  saying,  as 
soon  as  local  prices  are  raised  above  the  money  level  in  other 
countries.  No  steam  governor  regulates  the  working  of  an 
engine  with  more  accuracy  than  money,  uncorrupted  and 
unobstructed,  regulates  the  movements  of  commerce. 

Now,  Mr.  Coe's  deposit  is  made  of  dollars  that  cost  noth- 
ing— dollars  that  he  says,  very  truly,  are  not  money,  and  that 
I say  are  not  cotton,  for  there  is  obviously  not  a particle 
more  of  money  or  of  cotton  in  the  country,  or  in  the  world, 
by  reason  of  their  creation,  than  if  they  had  never  existed  ; 
but  being  interchangeable  with  money,  or  so  far  as  they  are 
exchangeable  for  money  at  a discount,  they  will,  by  the  law 
of  value,  which  is  as  constant  and  irrepealable  as  the  law  of 
gravitation,  depreciate  money,  as  I have  just  said,  and  compel 
the  export  of  gold  or  silver  in  pure  loss  of  capital  to  the 
nation.  Of  course  I am  treating  of  a principle  in  this  matter, 
and  assume,  as  the  principle  requires,  that  the  deposit  is 
an  addition  to  the  pre-existing  currency. 

The  interests  of  banking,  as  well  as  the  public  welfare, 
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require  the  suppression  of  every  such  “deposit,”  and  all  such 
dollars,  since  they  but  obstruct  the  money  channel  and  pre- 
vent the  accession  of  capital  in  money  that  we  should  other- 
wise have  by  producing  and  exporting  merchandise  in  exchange 
for  it.  According  to  all  authorities,  as  well  as  all  common 
sense,  the  limit  of  industry  and  trade  is  determined  by  capi- 
tal. The  only  power  or  use  of  credit  is  to  borrow  capital  ; 
when  credit  supplants  capital  it  is  an  unmitigated  evil. 

The  loans  of  the  commercial  banks  of  this  country,  during 
specie  payments,  have  never  amounted  to  double  their  capi- 
tal, in  the  aggregate.  The  two  greatest  periods  of  expansion 
culminated  in  1837  and  1857,  and  in  both  instances  the 
expansion  brought  about  a financial  crisis  and  a general  sus- 
pension of  specie  payments.  According  to  the  returns  at 
Washington,  the  capital  in  1837  was  $290,772,091,  and  the 
loan  $525,115,702  being  about  eighty  per  cent,  more  than  the 
capital.  In  1857  the  capital  was  $370,834,686,  and  the  loan 
$684,456,887,  or  about  eighty-four  per  cent,  more  than  the 
capital.  The  suspension  of  1837  was  succeeded  by  fitful  and 
partial  efforts  to  resume,  and  six  years  of  extreme  pertuba- 
tion  and  distress.  A general  resumption  being  accomplished 
in  1842,  the  loan  stood  at  the  beginning  of  1843  only  eleven 
per  cent,  in  excess  of  the  capital.  The  suspension  of  1857 
was  less  disastrous  because  the  California  gold  replenished  the 
coffers  of  the  banks,  and  they  were  enabled  to  resume  in 
1858,  with  their  loan  forty-eight  per  cent,  in  excess  of  their 
capital.  But  it  is  safe  to  say  that  the  bank  loan  has  not 
exceeded  the  bank  capital  seventy  per  cent,  on  the  average, 
from  the  adoption  of  the  constitution  in  1787,  till  the  suspen- 
sion of  specie  payments  in  1862. 

Now,  there  are  trust  companies  in  our  large  cities,  lending 
twenty  to  twenty-five  times  their  capital,  and  honest,  well- 
conducted  savings  banks,  with  no  stock-capital,  lending  fifteen 
to  twenty  millions  of  dollars  each.  How  are  such  large  loans 
maintained  ? Simply  by  non-interference  with  the  currency  ; 
in  other  words,  by  avoiding  the  fictitious  deposit — the  dis- 
counting of  an  evidence  of  debt  out  of  itself — to  cripple  their 
loans.  Every  one  knows  that  a large  business  with  a small 
percentage  of  profit  leads  to  accumulation  more  generally 
than  a small  business  with  a large  percentage  of  profit. 
There  is  no  limit  to  the  loans  that  might  be  made  by  the 
commercial  banks  under  a normal  system,  but  in  the  vast 
amount  of  loanable  capital  in  the  country  which  they  do  not 
reach  with  the  false  deposit,  and  which  they  would  reach 
without  it,  more  especially  with  a currency  of  solid  money, 
since  that  would  be  of  itself  capital  added  to  the  existing 
means  of  doing  business. 

It  was  in  view  of  such  facts  as  these  that  I was  long  ago 
led  to  believe  the  business  of  banking  would  be  more  profi- 
table in  the  long  run,  to  its  proprietors,  if  they  would  aban- 
don altogether  the  deposit  created  by  discounting ; and  it 
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was  in  view  of  such  facts  that  the  experienced  banker,  Mr. 
Davis,  to  whom  I have  referred,  came  to  the  same  conclusion. 
He  had  seen  the  reverse  side  of  the  picture  which  Mr.  Coe 
now  presents. 

Nearly  all  the  borrowing  and  lending  of  capital  in  trade  is 
done  now  by  buying  and  selling  goods  on  credit.  It  is  a 
forced  business,  to  make  currency  by  making  notes  for  dis- 
count, against  the  natural  laws  of  trade,  which,  if  left  to 
themselves,  would  bring  money  into  the  country,  and  the 
buying  and  selling  of  goods  would  then  be  done  with  and 
for  cash  on  delivery,  which  would  save  to  the  industrious 
classes  the  enormous  cost  of  the  currency  in  the  credit  prices 
charged  for  goods,  and  covered  in  the  notes  discounted. 
These  prices  must  include  not  only  the  discount  allowed  the 
banks,  but  also  the  guarantee  against  bad  debts ; the  discount 
ranging  in  ordinary  times  from  seven  to  ten  per  cent,  per 
annum,  in  different  parts  of  the  country,  and  the  guarantee, 
according  to  some  authorities,  averaging  four  per  cent,  on 
each  credit  sale,  to  cover  the  cost  of  supporting  bankrupts, 
including  of  course  the  smallest  retail  business. 

All  this  is  abnormal  and  utterly  wrong,  but  it  is  the  inevi- 
table fruit  of  the  false  deposit.  If  this  system  were  aban- 
doned, the  banker  would  take  his  proper  position  as  the 
middleman  between  the  lender  and  borrower — between  the 
capitalist  and  the  man  of  enterprise,  who  would  borrow  cap- 
ital of  the  banker  in  money  and  pay  the  interest  properly 
out  of  his  profits,  since  he  could  get  no  greater  price  for 
goods  than  his  neighbor  trading  on  his  own  capital,  who 
would  have  no  interest  to  pay.  General  prices,  therefore, 
would  be  unaffected  by  credit  ; we  could  produce  cheaper 
than  we  do  now,  and  cheaper  than  the  people  of  Europe, 
who  maintain  the  false  money  system,  so  that  we  should 
have  the  advantage  of  them  in  the  world’s  commerce.  And 
our  securities  for  banking,  which  are  now  so  generally  doubt- 
ful, and  frequently  bad,  would  then  be  reliable  and  good, 
almost  without  exception. 

The  intelligent  reader  does  not  need  to  be  told  that  ‘‘com- 
merce is  simply  the  exchange  of  commodities.”  Can  he  then 
fail  to  discover  the  impolicy  of  obstructing  the  money  channel 
with  paper  promises,  and  blockading  commerce  against  the 
admission  of  its  most  useful  and  desirable  commodity,  gold 
and  silver  bullion,  to  the  amount  of  one  thousand  millions  of 
dollars,  approximately,  which  belongs  as  the  common  equiv- 
alent to  our  circulating  capital,  and  the  absence  of  which 
plunges  nearly  the  whole  traffic  of  the  country  into  the 
vortex  of  debt  and  credit  ? We  have  only  so  much  the  less 
commerce  as  this  $ 1,000,000,000  of  capital  would  maintain. 

It  follows,  unquestionably,  that  our  true  policy  is  absolute 
non-interference  with  the  value  and  circulation  of  money;  in 
other  words,  true  and  free  banking,  and  free  trade  in  money 
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THE  INFLUENCE  OF  IRREDEEMABLE  PAPER 
MONEY  ON  INVESTMENTS  IN  SECURITIES 
PAYABLE  IN  SPECIE. 

BY  DUDLEY  P.  BAILEY,  JR. 

At  first  sight,  it  would  appear  that  investments  in  securi- 
ties payable  in  specie  are  the  most  stable  in  value  of  any, 
and  when  measured  by  a real  standard  they  are  so.  But 
when  measured  by  the  standard  of  an  irredeemable  and  fluc- 
tuating currency,  their  very  fixedness  in  real  value  occasions 
fluctuations  in  their  currency  price  with  every  change  in  the 
fictitious  standard  in  which  they  are  quoted  and  ordinary 
commercial  transactions  carried  on.  Such  securities  have  a 
tendency  to  advance  or  decline  in  sympathy  with  gold.  If 
the  paper  currency  is  depreciating  they  become  the  most 
desirable  of  investments  ; for,  being  estimated  according  to  the 
standard  in  which  they  are  payable,  they  tend  to  retain  their 
specie  value  and  to  advance  as  quoted  in  currency,'  while 
securities  payable  in  paper  are  sinking  pari  passu  with  it. 
When,  on  the  other  hand,  the  currency  is  appreciating,  secur- 
ities payable  in  gold  are  less  desirable  as  an  investment  than 
those  payable  in  currency.  The  latter,  if  they  continue  stable 
as  quoted  in  currency,  partake  of  its  appreciation  and  advance 
in  gold  value.  The  investor  who  holds  them  until,  by  the 
resumption  of  specie  payments,  they  become  gold-paying 
securities,  gains  the  whole  difference  between  paper  and  gold. 
Securities  payable  in  gold,  however,  if  their  specie  value 
remains  uniform,  suffer  under  the  same  circumstance  a decline 
in  currency  value.  The  investor  who  holds  them  until 
resumption,  has  the  same  specie  value,  but  less  currency 
value,  by  the  difference  between  paper  and  gold.  Every 
approach  towards  specie  payments  tends  to  bring  all  securi- 
ties payable  in  currency  nearer  to  the  level  of  those  payable 
in  specie,  the  latter,  meanwhile,  like  gold,  losing  their  pre- 
mium. 

The  operation  of  these  principles,  long  disguised  by  a 
variety  of  causes,  especially  by  the  advance  for  many  years 
in  the  gold  prices  of  United  States  bonds,  has,  by  the  full 
re-establishment  of  our  National  credit  within  the  last  few 
years,  become  more  clearly  manifest.  To  this  is  principally 
due  the  heavy  decline  in  the  currency  prices  of  United  States 
gold  bonds  within  the  past  year.  The  five  per  cent,  funding 
bonds  of  1881  touched  their  highest  point — 119 — ^June  28, 
when  gold  was  at  117^,  and  again  February  21,  1876, 
when  gold  was  114,  giving  101.6  and  104.4  as  the  respective 
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gold  prices  of  the  bonds  at  these  rates.  The  lowest  quota- 
tion during  the  past  three  years  was  109^  March  i,  1877, 
when  gold  was  down  to  104^,  giving  a gold  value  of  104.5 
or  almost  exactly  the  same  as  on  February  21,  1876.  The 
lowest  price  on  record  was  io6^  in  November,  1873,  when 
gold  fell  to  106^,  and  when  the  bonds  were  worth  about 
par  in  coin.  The  Pacific  Railroad  six  per  cents,  payable  in 
currency,  fluctuate  on  different  principles.  They  were,  early 
in  May,  salable  at  124^  to  125,  against  128  February  23, 
1876,  the  highest  price  on  record,  and  120^,  December  4,  1876, 
the  lowest  price  for  two  years.  On  the  ist  of  March,  1877, 
when  the  fives  of  1881  fell  to  109^,  the  currency  sixes  closed 
122^.  Their  currency  value  is  not  determined  by  the  state 
of  the  gold  market,  and  is  therefore,  under  existing  condi- 
tions, more,  uniform  than  that  of  gold  bonds.  The  currency 
quotations  Of  United  States  and  other  gold  bonds  are,  indeed, 
SLffected  by  a multitude  of  causes,  general  and  special,  besides 
the  value  jof  currency  as  expressed  in  gold,  but  this  will 
remain  one  of  the  leading  causes  so  long  as  commercial  tran- 
sactions in  this  country  are  left  at  the  mercy  of  irredeemable 
paper  money. 

These  considerations  deserve  careful  attention,  not  only 
from  ^pdividual  investors,  but  more  especially  from  trustees, 
financial  institutions,  and  others  having  obligations  payable 
in  currency  which  they  must  meet  from  the  proceeds  of  their 
investments.  It  is  the  currency  value  of  their  securities  which 
they  need  principally  to  consider,  and  any  security  which 
will  not  maintain  its  currency  value  is  likely  to  prove  to 
that  extent  a source  of  loss.  It  will  not  save  them  from  loss 
or  embarrassment  that  the  gold  value  of  these  securities  is 
sustained.  They  have  promised  to  pay  so  many  dollars  in 
currency,  and  if  this  becomes  more  valuable,  they  cannot  for 
that  reason  discharge  their  obligations  with  less  of  it.  Sup- 
pose a savings  bank  to  have  purchased  $ 1,000,000  five  per 
cents,  of  1881  at  119,  the  price  of  February  21,  1876,  and  to 
keep  them  until  the  resumption  of  specie  payments,  their  gold 
value  remaining  uniform  at  104^,  and  we  shall  have  the  fol- 
lowing result : 

$ 1,000,000  bonds  of  1881  at $ 119  cost  $ 1,190^000  currency. 

“ “ worth  on  specie  basis  at  104^  1,043,000  “ 


Shrinkage $ 145,000  “ 

Interest  on  $ 1,000,000  5 per  cent,  bonds  2 years  10 

months  to  January  1,  1879 141,667  gold. 

Equivalent  in  currency  if  gold  premium  averages  8 per 

cent 153,000  currency. 


The  shrinkage  absorbs  nearly  the  whole  interest  received. 
In  other  words,  owing  to  the  mischievous  influence  of  an 
irredeemable  and  fluctuating  currency,  the  bank  would  have 
been  nearly  as  well  off  to  have  left  this  sutn  of  money  lying 
idle  in  its  vaults,  and  an  investment  which  with  a stable  cur- 
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rency  would  have  been  among  the  soundest  that  a bank 
could  make,  turns  out  to  be  scarcely  better  than  no  invest- 
ment at  all.  This  is  an  extreme  case,  but  like  results,  only 
less  in  degree,  would  follow  in  any  case  where  bonds  are 
purchased  at  a currency  value,  above  what  they  will  have  on 
a return  to  the  specie  basis.  If  the  bonds  had  been  pur- 
chased at  109^  the  lowest  price  during  the  last  three  years, 
the  loss  would  be  smaller,  but  would,  under  the  same  con- 
ditions, amount  to  4^  per  cent,  on  the  par  value,  or  nearly 
one  year’s  interest.  An  investment  in  the  new  per  cent, 
bonds  would  produce  similar  results.  The  investor  who  should 
purchase  at  the  price  of  March  i,  1877 — 105^ — the  lowest  price 
yet  touched,  equivalent  to  100.96  gold,  at  the  premium  of  the 
day,  would,  on  resumption,  if  their  gold  value  remains  uni- 
form, find  the  currency  value  of  his  investment  shrunk  to 
about  10 1,  and  that  his  loss  amounted  to  about  4^  per  cent, 
or  the  interest  on  his  investment  for  nearly  one  year.  The 
net  interest  from  March  i,  1877,  to  January  i,  1879,  after 
making  good  the  currency  value  of  the  principal,  the  point  to 
be  considered  by  financial  institutions,  would  be  only  about 
2 instead  of  4^^  per  cent.  If  the  bonds  were  purchased  at 
the  highest  price  yet  touched — iii}4 — the  depreciation  would 
be  still  greater.  To  a person  investing  his  own  money  this 
would  jiot  be  a matter  of  so  much  consequence.  If  he  con- 
siders himself  investing  so  much  gold  in  United  States  bonds, 
he  will,  under  the  conditions  supposed,  find  that  his  invest- 
ment, after  resumption,  represents  as  much  gold  as  before. 
He  will  not  have  suffered  an  absolute  loss.  He  will  only 
have  relinquished  a possible  gain.  This  does  not,  however, 
apply  to  those  who  are  investihg  the  money  of  others,  which 
they  are  answerable  for  in  currency,  whether  more  or  less 
valuable.  In  either  case,  we  need  be  at  no  loss  to  account 
for  the  check  which  the  funding  operations  have  received 
since  the  gold  premium  has  begun  again  to  advance.  This 
carries  up  the  currency  prices  of  the  bonds  and  makes  them 
a less  desirable  investment. 

The  state  of  the  currency  has  thus  a tendency  to  discour- 
age investments  in  United  States  bonds.  Financial  institu- 
tions, which  have  in  the  past  few  years  been  using  funds  pay- 
able in  currency  to  purchase  United  States  gold  bonds,  can  be 
saved  from  serious  loss  only  by  an  advance  in  the  gold  price 
of  United  States  bonds  corresponding  to  the  appreciation  in 
the  value  of  the  currency.  Such  an  advance  may  occur,  but 
the  experience  of  the  past  two  years  does  not  justify  such  an 
expectation,  and  in  view  of  the  prospective  revival  of  busi- 
ness and  the  consequent  advance  likely  to  occur  in  the  rates 
of  interest,  a change  of  an  opposite  kind  would  seem  quite 
as  probable. 

It  certainly  does  not  follow  from  these  considerations  that 
the  currency  should  not  be  allowed  to  appreciate,  but  should 
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be  kept  irredeemable.  This  would  insure  the  periodical 
recurrence  of  the  mischiefs  just  described.  On  the  contrary,  a 
definite  period  should  be  put  to  these  mischiefs  by  the  resump- 
tion of  specie  payments.  The  re-establishment  of  the  cur- 
rency upon  a specie  basis,  is  a condition  precedent  to  the 
highest  success  of  the  funding  operations,  and  should,  there- 
fore, first  claim  attention.  The  Government  owes  it  to  itself 
to  place  the  currency  upon  a foundation  that  will  favor 
investments  in  United  States  bonds  instead  of  discouraging 
them.  Halting  and  timid  measures  in  regard  to  the  currency 
should  give  place  to  a bold,  well-defined  and  decisive  policy 
which  will  dispel  doubt  and  assure  the  public  what  to  depend 
upon.  Accordingly  the  welcome  announcement  that  the  Sec- 
retary of  the  Treasury  proposes  to  sell  bonds  for  gold  to  be 
used  for  resumption  purposes,  will  be  hailed  with  profound 
gratification  by  all  who  desire  a return  to  a sound  currency. 
It  is  a cheering  sign  that,  after  drifting  aimlessly  so  many 
years  the  ship  of  state  is  at  length  headed  in  the  right  direc- 
tion. 


RIGHTS  OF  HOLDER  OF  CHECK  ON  BANK. 

supreme  court  of  the  united  states. 

October  Term,  1876. 

The  First  National  Bank  of  Washington^  Plaintiff  in  Error ^ vs.  Whitman. 

No  action  against  a bank  can  be  maintained  by  the  payee  of  a check  until  it  has 
been  accepted,  there  being  no  privity  of  contract  between  the  payee  and  the  bank. 

So  held  where  the  action  was  brought  by  the  true  owner  of  a check  drawn  by  the 
Treasurer  of  the  United  States  upon  a depositary  bank,  which  had  been  paid  upon 
an  unauthorized  indorsement. 

The  fact  that  there  had  been  a settlement  of  accounts  and  the  check  allowed,  on 
the  supposition  that  it  had  been  properly  paid,  does  not  alter  this  rule. 

Payment  of  a check  upon  an  unauthorized  indorsement  does  not  operate  so  as  to 
justify  an  action  by  the  real  owner  to  recover  its  amount,  as  upon  an  accepted  check. 

In  Error  to  the  Supreme  Court  of  the  District  of  Columbia, 

Mr.  Justice  Hunt  delivered  the  opinion  of  the  Court. 

This  action  is  brought  against  the  First  National  Bank  of  Washington  to 
recover  the  amount  of  a draft  drawn  upon  it  by  Mr.  Spinner,  Treasurer  of  the 
United  States,  for  $3,414,  dated  March  9,  1867.  The  draft  is  in  this  form, 
viz.  : 

“Draft  No.  9,243  on  war  warrant  No.  915. 

“$3,414.  Treasury  of  the  United  States, 

“Washington,  March  9,  1867. 

“Pay  to  the  order  of  Mrs.  E.  S.  Kimbro,  three  thousand  three  hundred  and 
fourteen  dollars.  No.  9,243.  Registered  March  9,  1867. 

“ Issued  on  requisition  No. . $ 3>4i4< 

“ S.  B.  Colby,  Register  of  Treasury. 

“ F.  E.  Spinner,  Treasurer  of  the  United  States. 

“To  the  First  National  Bank  of  Washington,  D.  C.” 

It  was  indorsed  in  the  name  of  Mrs.  Kimbro  without  authority,  and  the 
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amount  of  it  was  paid  by  the  bank  to  an  unauthorized  holder.  It  appears  from 
the  testimony  of  Mr.  Tayler,  First  Comptroller  of  the  Treasury,  that  the  funds 
of  the  Government  deposited  by  the  Treasurer  in  a National  Bank,  are  treated 
by  the  Government,  for  the  purpose  of  keeping  accounts,  as  in  the  Treasurer’s 
own  charge  and  custody ; that  they  are  charged  to  him,  and  the  payments  made 
are  credited  to  him,  and  that  he  is  chargeable  precisely  as  if  the  funds  had 
been  in  his  own  office,  and  that  he  had  power  to  make  the  draft  in  question. 

We  may,  therefore,  simplify  the  case  by  eliminating  from  its  consideration  all 
reference  to  the  United  States,  and  consider  the  transaction  as  between  Mr. 
Spinner,  as  an  individual,  and  the  bank,  as  his  depositary,  and  Mrs.  Kimbro, 
as  the  payee  of  his  check. 

The  question  is  this  : Can  the  payee  of  a check,  whose  indorsement  has  been 
forged  or  made  without  authority,  and  when  payment  has  been  made  by  the 
bank  on  which  it  was  drawn,  upon  such  unauthorized  indorsement,  maintain  a 
suit  against  the  bank  to  recover  the  amount  of  the  check  ? We  think  it  is  clear, 
both  upon  principle  and  authority,  that  the  payee  of  a check  unaccepted  cannot 
maintain  an  action  upon  it  against  the  bank  on  which  it  is  drawn.  The  careful 
and  well-reasoned  opinion  of  Mr.  Justice  Davis  in  delivering  the  judgment  of 
this  court  in  The  Bank  of  the  Republic  vs,  Millard^  lO  Wall.,  152,  leaves  little 
to  add  upon  this  subject  by  way  of  illustration  or  authority.  In  that  case  a 
paymaster  of  the  army  made  his  check  on  the  Bank  of  the  Republic  to  the 
order  of  Captain  Millard,  for  $859,  due  to  him  for  arrears  of  pay  as  an  officer 
of  the  army.  The  bank  paid  the  amount  of  the  check  upon  a forged  indorse- 
ment of  Millard’s  name.  Recovering  the  check  and  exposing  the  forgery,  Mil- 
lard demanded  payment  to  himself,  and  upon  refusal  brought  his  action  against 
the  bank.  This  court  held  that  the  action  could  not  be  maintained,  upon  the 
principle  that  there  was  no  privity  between  the  bank  and  Millard.  The  bank’s 

contract  was  with  the  paymaster  only,  and  to  him  only  was  its  duty.  It 

received  no  money  from  Millard.  It  never  promised  Millard  to  pay  him  any 

money.  It  had  no  money  belonging  to  him.  It  received  money  from  the  pay- 

master upon  an  agreement  that  it  would  return  it  to  him  when  called  for  by 
him  in  pierson,  or  that  it  would  pay  it  upon  his  checks.  But  it  made  no  such 
agreement,  or  any  agreement,  with  Millard.  For  a failure  of  duty  in  this  respect 
it  was  responsible  to  the  paymaster,  with  whom  it  made  the  contract,  and  to 
no  one  else.  If  the  check  was  not  paid  the  arrears  of  pay  to  Millard  were  not 
paid,  and  his  claim  upon  the  Government  or  the  paymaster  was  not  impaired  by 
the  giving  of  the  check,  which  being  presented  in  due  time  was  not  paid.  He 
was  still  entitled  to  demand  his  arrears. 

The  case  of  Millard  is  a perfect  and  complete  authority  upon  the  question 
stated.  See,  also,  Artuer  vs.  Bank^  46  N.  Y.,  82. 

Nor  is  this  principle  confined  to  checks  or  bills.  Thus,  in  Ashley  vs.  Dixon^ 
48  N.  Y.,  430,  it  was  held  that  if  A be  under  contract  to  sell  property  to  B, 
and  C persuade  A to  sell  the  property  to  him,  no  action  lies  by  B against  C. 
There  is  no  privity  of  contract  between  C and  B,  but  the  remedy  of  the  latter 
is  against  A only. 

It  is  not  to  be  doubted  however,  that  it  is  within  the  power  of  the  bank  to 
render  itself  liable  to  the  holder  and  payee  of  the  check.  This  it  may  do  by  a 
formal  acceptance  written  upon  the  check,  in  which  case  it  stands  to  the  holder 
in  the  position  of  a drawer  and  acceptor  of  a bill  of  exchange.  Merchants  Bank 
vs.  State  Bankf  10  Wall.,  604;  Espy  vs.  Bank  Cincinnati^  18  id,  604. 

It  may  accomplish  the  same  result  by  writing  upon  it  the  word  “good,”  or 
any  similar  words  which  indicate  a statement  by  it  that  the  drawer  has  funds 
in  a bank  applicable  to  the  payment  of  the  check,  and  that  it  will  so  apply 
them.  Cook  vs.  State  Bank  of  Boston^  52  N.  Y.,  96.  And  such  certificate, 
it  is  said,  discharges  the  drawer.  As  to  him,  it  amounts  to  a payment.  Bank 
vs.  Leach^  52  N.  Y.,  350 ; Meads  vs.  Merchanid  Banky  25  idy  143  ; 9 Mete.  31 1 ; 
2 Duer,  121.  Whether  this  certificate  be  obtained  by  tlie  drawer  before  the 
check  is  delivered,  and  is  thus  made  an  inducement  to  the  payee  to  receive  the 
same,  or  whether  it  is  made  upon  the  application  of  the  payee  for  his  security 
is  of  no  importance.  It  is  a contract  recognized  by  the  law,  valid  in  its  char- 
acter, which  essentially  changes  the  position  of  the  parties.  The  privity  of 
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contract  with  the  drawee  which  before  pertained  to  the  drawer  alone  is  now 
imparted  to  the  payee,  and  the  duty  which  before  existed  only  to  the  drawer 
now  exists  to  the  payee. 

It  is  said  that  this  fact  of  a contract  between  the  payee  and  drawee  exists 
in  the  present  case.  The  testimony  of  Mr.  Arnold  is  referred  to,  to  the  eflTect 
that  in  April,  1867  the  bonk  made  its  weekly  statement  to  Mr.  Spinner,  of 
deposits  received  and  payments  made,  returning  the  draft  of  Mrs.  lumbro  as 
paid  on  the  22d  of  that  month,  and  that  in  the  statement  the  amount  of  the 
draft  was  entered  to  the  credit  of  the  bank. 

There  Is  no  suggestion  in  the  evidence  that  either  the  bank  or  Mr.  Spinner 
knew  that  the  indorsement  of  the  payee  was  unauthorized.  The  bank  we 
assume,  would  not  knowingly  subject  itself  to  the  dangers  and  liabilities  result- 
ing from  making  pa3rment  to  one  not  authorized  to  receive  it  We  assume 
also,  as  we  are  bound  in  justice  to  it  to  do,  that  it  would  not  ask  Mr.  Spin- 
ner to  give  credit  for  a pa3rment  that  it  knew  to  have  been  illegally  made, 
and  that  it  would  not  attempt  to  deceive  him  into  the  belief  that  a pretended 
indorsement  was  a real  one.  It  comes  to  this,  then,  that  upon  a setdement 
of  accounts  between  them,  a credit  was  by. mistake  allowed  to  the  bank  to 
which  it  was  not  entitled.  The  law  is  that  neither  party  is  to  be  benefitted 
or  to  be  injured  by  the  mistake.  The  bank  must  renmd  the  amount  by  hand- 
ing over  the  sum  or  by  crediting  the  same  to  Mr.  Spinner  in  his  next  account 
Mistakes  in  bonk  accounts  are  not  uncommon  They  occur  both  by  unauthor- 
ized br  pretended  pa3rments,  as  well  as  by  the  omission  to  give  credit  for 
sums  dei^sited.  Wiien  discovered  the  mist^e  must  be  rectified,  and  an  ordin- 
ary writing  up  of  a bank-book  with  a return  of  vouchers  or  a statement  of 
accounts  precludes  no  one  from  ascertaining  the  truth  and  claiming  its  benefit. 
Story’s  Eq.  PI.,  §§799»  ^ 801;  Story’s  Eq.  Jur.,  §§523,  527;  Btuhlin  vs. 
Chaptitiy  1 Lans.,  443;  Bruen  vs.  Hone^  2 Barb.,  5^;  Bullock  vs.  Boyd^  2 
Edw.,  293.  We  cannot  perceive  that  such  a mistideen  reco^ition  of  the 
validity  of  the  payment  of  this  check  can  create  an  addition^  or  different 
contract  between  the  bank  and  the  owner  of  the  draft. 

It  is  further  contended  that  such  an  acceptance  of  the  check  as  creates  a 
privity  between  the  payee  and  the  bank  is  established  by  the  pa3rment  of  the 
amount  of  this  check  in  the  manner  described  This  argument  is  based  upon 
the  erroneous  assumption  that  the  bank  has  paid  this  check.  If  this  were  true 
it  would  have  discharged  all  of  its  duty,  and  there  would  be  an  end  of  the 
claim  against  it  The  bank  supposed  that  it  paid  the  check,  but  this  was  an 
error.  The  money  it  paid  was  upon  a pretended  and  not  a real  indorsement 
of  the  name  of  the  payee.  The  real  indorsement  of  the  payee  was  as  necessary 
to  a valid  payment  as  the  real  signature  of  the  drawee,  and  in  law  the  check 
remains  unpaid.  Its  pretended  payment  did  not  diminish  the  funds  of  the 
drawer  in  the  bank,  or  put  money  in  the  pocket  of  the  person  entitled  to  the 
pa3rment.  The  state  of  the  account  was  the  same  after  the  pretended  pay- 
ment as  it  was  before. 

We  cannot  recognize  the  argument  that  a pa)rment  of  the  amount  of  a check 
or  sight  draft  under  such  circumstances  amounts  to  an  acceptance,  creating  a 
privity  of  contract  with  the  real  owner.  It  is  difficult  to  construe  a payment 
as  an  acceptance  under  any  circumstances.  The  two  things  are  essentially 
different  One  is  a promise  to  perform  an  act,  the  other  an  actual  perfor- 
mance. A banker  or  individual  may  be  ready  to  make  actual  payment  of  a 
check  or  draft  when  presented,  while  unwilling  to  make  a promise  to  pay  at 
a future  time.  Many  on  the  other  hand,  are  more  ready  to  promise  to  pay 
than  to  meet  the  promise  when  required.  The  difference  between  the  tran- 
sactions is  essential  and  inherent. 

Without  discussing  the  other  (questions  argued  we  are  of  the  opinion,  for 
the  reasons  given,  ^t  the  plaintiff  below  was  not  entitled  to  recover.  The 
jud^ent  is  reversed,  and  the  case  is  remanded  for  a new  trial,  or  for  such 
fuller  proceedings  as  the  parties  may  be  advised  to  take. 


Digitized  by  LjOOQle 


1877.] 


RECENT  LEGAL  DECISIONS. 


975 


POWER  OF  STATE  TO  REQUIRE  A NATIONAL  BANK 
CASHIER  TO  MAKE  LIST  OF  SHAREHOLDERS. 

SUPREME  COURT  OF  THE  UNITED  STATES. 

October  Terbc,  1876. 

Siias  Af.  Waiter  PUdnHff  in  Error ^ vs.  George  S.  Dowley,  Treasurer  of  the 
Tovm  of  Brattleboro, 

In  Error  to  the  Supreme  Court  of  the  State  of  Vermont, 

Heldj  That  plaintiff  in  error,  cashier  of  the  First  National  Bank  of  Brattleboro, 
was  not  justified  in  refusing  to  return  to  the  clerk  of  the  to^ship  of  Brattleboro 
the  number  of  shares  held  and  the  amount  paid  thereon  in  that  township,  by 
his  assumption  that  the  law  directing  such  returns  was  unconstitutional  and  void. 
The  States  may  require  these  lists  for  the  purpose  of  taxation,  a right  which  is 
conceded  by  the  act  of  Congress . itself,  because  the  returning  of  the  list  is  not 
in  conflict  with  any  requirement  of  the  Banking  Act 

Miller,  J. — This  is  a writ  of  error  to  the  Supreme  Court  of  the  State 
of  Vermont,  and,  as  is  fr^uent  in  writs  to  the  State  Courts,  it  is  objected  that 
there  is  no  jurisdiction.  Tne  plaintiff  in  error  was  cashier  of  a National  bank 
in  that  State,  and  the  judgment  which  this  writ  brings  here  for  review  was 
rendered  against  him  for  penalties  imposed  by  a statute  of  that  State,  for  his 
refusal  to  transmit  to  the  clerk  of  the  town  of  Brattleboro  a true  list  of  the 
shareholders  of  the  bank  who  resided  in  that  town,  with  the  number  of  shares 
held,  and  the  amount  paid  on  said  shares.  The  record  shows  that  “the 
defendant’s  counsel  claimed  in  defense,  that  as  said  bank  was  organized  under 
the  law  of  Congress  referred  to  in  plaintiff’s  declaration,  the  defendant,  as 
such  cashier,  was  amenable  to  no  law  but  said  law  of  Congress,  and  that  the 
State  Legislature  had  not  power  to  prescribe  or  define  his  duties  as  such 
cashier.”  That  this  proposition  raises  what  is  called  a federal  question  within 
the  meaning  of  the  Act  of  1867,  admits  of  no  doubt.  We  are  also  of  opinion 
that  no  jud^ent  could  have  been  rendered  against  the  defendant  in  the  State 
Courts  without  holding  and  in  effect  decidii^,  that  this  plea  was  bad,  for  if 
the  State  cotdd  not  impose  the  duty  of  makmg  such  a list  on  the  cashier, 
by  reason  of  the  Act  of  Congress  or  the  Constitution  of  the  United  States, 
then  the  defendant  was  guilty  of  no  offense,  and  the  jud^ent  is  for  that 
reason  erroneous.  This  plain  proposition  cannot  be  evaded  by  any  opinion 
delivered  by  the  Supreme  Court  of  that  State.  This  Court,  theraore,  has 
jurisdiction. 

And  the  single  Question  raised  by  the  record  is,  whether  the  statute  of  the 
State  is  void  whicn  requires  “the  cashier  of  each  National  bank  within  the 
State,  and  the  cashiers  of  all  other  banks,  to  transmit  to  the  clerks  of  the 
several  towns  in  the  State  in  which  any  stock  or  shareholder  of  such  banking 
association  shall  reside,  a true  list  of  the  names  of  such  stock  or  shareholders, 
with  the  number  of  shares  standing  against  the  name  of  such  share  or  stock- 
holder, on  the  books  of  such  banking  association,  together  with  the  amount  of 
money  actually  paid  in  on  such  shares  on  the  hrst  day  of  April” 

The  proposition  on  which  this  statute  is  asserted  to  be  void  is  that  Congress 
has  legislated  upon  the  same  subject,  and  that  where  there  exists  a concurrent 
right  of  legislation  in  the  States  and  in  Congress,  and  the  latter  has  exercised 
its  power,  there  remains  in  the  States  no  authority  to  legislate  on  the  same 
matter.  It  is  not  necessai^  to  dispute  that  proposition,  nor  when  stated  in 
this  general  lan|:uage  can  it  be  controverted.  It  is  none  the  less  true,  how- 
ever, that  the  Ime  which  divides  what  is  occupied  exclusively  by  any  legisla- 
tion of  Congress  from  what  is  left  open  to  the  action  of  the  States  is  not 
always  well  defined,  and  is  often  distii^shed  by  such  nice  shades  of  difference 
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on  each  side  as  to  require  the  closest  scrutiny  when  the  principle  is  invoked, 
as  it  is  in  this  case. 

We  have  more  than  once  held  in  this  court  that  the  National  banks  organ- 
ized under  the  Acts  of  Congress  are  subject  to  State  legislation,  except  where 
such  legislation  is  in  conflict  with  some  Act  of  Congress,  or  where  it  tends  to 
impair  or  destroy  the  utility  of  such  banks  as  agents  or  instrumentalities  of  the 
United  States,  or  interferes  with  the  purposes  of  their  creation. 

This  doctrine  was  clearly  and  distinctly  announced  in  the  case  of  The  Bank 
vs.  The  Commonwealth  of  JCenttdeky,  9 Wallace,  353,  and  that  case  has  been 
often  referred  to  since,  with  approval  in  this  court. 

The  statute  of  Kentucky  required  “ the  cashier  of  a bank  whose  stock  is 
taxed,  to  pay  into  the  Treasury  the  amount  of  the  tax  due.  If  not,  he  was 
to  be  liable  for  the  same,  with  twenty  per  cent,  upon  the  amount.”  The  stock 
thus  to  be  taxed  was,  as  in  the  present  case,  the  stock  of  the  shareholders,  as 
authorized  by  the  Act  of  Congress,  and  that  statute  went  a step  further  than  to 
require  a list  of  the  names  of  these  shareholders  and  the  amount  of  their 
stock,  and  obliged  the  cashier  to  collect  the  tax  out  of  the  dividends  and  pay 
it  over  to  the  State. 

The  precise  point  raised  here  was  taken  there  and  overruled  by  this  Court, 
namely,  that  the  laws  of  the  State  could  impose  no  such  duty  on  the  banks 
organized  under  the  laws  of  the  United  States.  The  case  is  directly  and 
conclusively  in  point. 

It  seems  to  have  been  supposed  that  because  Congress  has  required  of  each 
National  bank  that  a list  of  its  stockholders  shall  be  kept  post^  up  in  some 
place  in  their  business  office,  this  covers  the  same  ground  as  that  covered  by 
the  Vermont  statute. 

The  Act  of  Congress,  however,  was  merely  designed  to  furnish  to  the  public 
dealing  with  the  bank  a knowledge  of  the  names  of  its  corporators,  and  to 
what  extent  they  might  be  relied  on  as  giving  safety  to  dealing  with  the  bank. 
It  had  no  such  purpose  as  the  Vermont  statute,  and  was  wholly  deflcient  in  the 
information  neeaed  for  the  purposes  of  taxation  by  the  State,  as  conceded  to  it 
by  the  Act  of  Congress  itself. 

Some  legislation  of  Vermont  was,  therefore,  necessary  to  the  proper  exercise 
of  the  rightful  powers  of  the  State,  and  so  far  as  it  required,  this  list  was  not 
in  conflict  with  any  provision  of  the  Act  of  Congress. 

This  leads  to  the  second  objection  to  the  validity  of  the  State  statute,  namely, 
that  its  purpose  was  to  tax  biuik  shares  at  other  places  than  those  where  the 
bank  was  located.. 

This  case  does  not  raise  that  question. 

1.  Because  the  bank,  whose  cashier  is  the  plaintiff  in  error,  was  located  in 
the  town  of  Brattleboro,  and  the  judgment  against  him  is  for  refusing  to 
deliver  the  list  of  shareholders  to  the  clerk  of  that  town,  and  not  for  his 
refusal  to  deliver  such  a list  to  any  other  town  than  the  one  where  it  was 
located.  The  delivery  of  a list  to  this  clerk  of  the  shareholders  in  that 
town  would  have  been  in  aid  of  the  taxation  of  the  shares  at  the  place  where 
the  bank  was  organized  and  did  business,  and  such  taxation  is  legal  within  the 
narrowest  definition  of  the  Act  of  Congress. 

2.  But  if  it  be  true  that  so  much  of  this  statute  as  is  supposed  to  authorize 
other  towns  in  which  shareholders  reside  to  tax  such  shares  is  unconstitutional, 
that  does  not  invalidate  the  part  of  it  we  have  been  considering.  It  will  be 
time  enough  to  decide  the  provision  of  the  State  law  authorizing  such  taxation 
unconstitutional  when  an  attempt  is  made  to  collect  such  a tax,  and  the  party 
resisting  it  shall  bring  the  case  here.  The  cashier  has  no  right  to  make  a case 
for  him  in  advance.  His  rights  are  not  affected  by  the  acts  here  demanded  of 
the  cashier.  This  Court  does  not  sit  here  to  try  moot  cases  to  solve  a question 
which  may  never  be  raised  by  any  party  entitled  to  raise  it. 

The  judgment  of  the  Supreme  Court  of  Vermont  is  affirmed. 
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INTEREST  ON  CLAIMS  AGAINST  SUSPENDED 
NATIONAL  BANKS. 

SUPREME  COURT  OF  THE  UNITED  STATES. 

No.  905. — October  Term,  1876. 

The  National  Bank  of  the  Commonwealth  of  New  York  City^  Plaintiff  in 
Error,  vs.  The  Mechanics*  National  Ba^  of  Trenton,  New  Jersey. 

In  Error  to  the  Circuit  Court  of  the  United  States  for  the  Southern  District  of 

New  York.  • 

Held,  that  the  claims  when  proved  to  the  satisfaction  of  the  Comptroller,  were 
upon  the  same  footing  as  if  they  had  been  in  judgment  and  would  draw  the  same 
interest. 

SwAYNE,  J. — This  suit  was  brought  by  the  defendant  in  error,  as  an  original 
claimant,  and  as  the  assignee  of  otner  parties. 

All  the  claims  have  a common  origin,  and  involve  the  same  principle. 

On  the  22d  of  November,  1873,  the  Bank  of  the  Commonwealth  refused  to 
pay  its  circulating  notes  on  demand,  and  became  in  default  The  Comptroller 
of  the  Currency  appointed  a receiver,  and  the  bank  has  since  been  in  his  hands. 
The  Mechanics’  Bank  and  its  assignors  had  funds  on  deposit.  On  the  24th  of 
September,  1873,  all  the  parties  demanded  pa)rment  Nothing  was  paid.  Install- 
ments on  account  of  the  principal  debts  were  subsequently  paid,  from  time  to 
time,  to  each  of  the  parties.  On  the  20th  of  November,  1874,  the  last  install- 
ment was  paid  in  eacn  case,  and  the  principal  debts  were  thereby  extinguished. 
At  each  payment  interest  from  the  24th  of  September,  1873,  on  the  amount  so 
paid,  was  demanded  and  refused.  The  other  parties  assigned  to  the  defendant 
m error  their  claims  respectively  for  such  interest.  The  Mechanics’  Bank  insti- 
tuted this  suit.  The  declaration  demands  the  payment  of  this  interest  in  all 
the  cases,  with  interest  upon  the  aggr^te  amount  from  the  20th  of  November, 
1874.  The  Bank  of  the  Common w^th  demurred.  Judgment  was  given  against 
it,  and  this  writ  of  error  was  thereupon  prosecuted. 

Two  errors  are  assigned. 

1 . That  the  plaintiff  below  was  not  entitled  to  recover  any  interest 

2.  If  interest  was  recoverable,  as  demanded,  on  each  installment  when  paid, 
the  plaintiff  was  not  entitled  to  interest  on  the  gross  amount  of  such  interest 
from  the  20th  of  November,  1874,  the  time  when  the  last  installments  of  the 
principal  were  paid. 

There  is  but  one  demurrer,  and  that  is  to  the  whole  declaration.  The  point 
is,  therefore,  well  taken  by  the  coimsel  for  the  defendant  in  error,  that  if  any 
part  of  the  declaration  be  good,  and  devisible  in  its  nature  from  the  residue, 
the  demurrer  must  be  overfed.  1 Chitt/s  Plead.,  664.  But  the  view  which 
we  take  of  the  case  renders  it  unnecessary  to  applv  this  rule. 

By  the  common  law,  interest  could  in  no  case  be  recovered.  As  early  as  the 
reign  of  King  Alfred,  in  the  ninth  century,  it  was  held  in  detestation.  Church- 
men and  la)rmen  alike  denounced  it  Glanville,  Fleta,  and  Bracton,  all  speak  of 
it  in  terms  of  abhorrence.  The  first  English  statute  upon  the  subject  was  the  37 
Henry  VIII,  ch.  9. 

This  statute  fix^  the  lawful  rate  of  interest  at  ten  per  cent  per  annum,  and 
visited  receiving  more  with  forfeiture  and  imprisonment  Other  statues  regula- 
ting the  subject  were  passed  in  later  reigns  from  time  to  time,  until  finally  an 
act  of  Parliament  in  I0J4,  (17  and  18  Viet,  ch.  90,)  swept  all  the  usury  laws 
in  the  En^sh  statute  b^ks  out  of  existence,  and  established  **free  trade  in 
money.”  The  first  impulse  to  public  opinion  in  this  direction  was  given  by 
^ntham,  near  the  close  of  the  last  century.  The  final  result  was  doubtless 
largely  due  to  his  labors. 
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The  fiftieth  section  of  the  National  Banking  Act  (13  Stat,  113)  requires  the 
Comptroller  of  the  Currency  to  apply  the  moneys  paid  over  to  him  by  the 
receiver  **on  all  such  claims  as  may  have  been  proved  to  his  satisfaction  or 
adjudicated  in  a court  of  competent  jurisdiction.*’  The  act  is  silent  as  to  interest 
upon  the  claims  before  or  after  proof  or  judgment.  Can  it  be  doubted  that  a 
judgment,  if  taken,  would  include  interest  down  to  the  time  of  its  rendition? 
Section  qg/6  of  the  Revised  Statutes  of  the  United  States  (p.  182)  declares  that 
all  judgments  in  the  courts  of  the  United  States  shall  bear  the  same  rate  of 
interest  as  judgments  in  the  courts  of  the  States,  respectively,  where  they  are 
rendered.  Interest  is  allowed  by  the  law  of  New  York  upon  judgments  from 
the  time  they  are  perfected.  Rev.  Code  of  N.  Y.  (ed.  1859),  voL  3,  p.  637. 

If  these  claims  Imd  been  put  in  judgment,  whether  in  a court  of  the  Unit^ 
States  or  in  a State  court  of  that  State,  the  result  as  to  interest  upon  the 
judgment  would  have  been  the  same.  It  was  unnecessary  to  reduce  them  to 
judgment,  because  they  were  proved  to  the  satisfaction  of  the  Comptroller. 
After  they  were  so  proved,  they  were  of  the  same  efficacy  as  judgments,  and 
occupied  the  same  legal  ground.  Hence,  they  are  within  the  equity,  if  not  the 
letter,  of  these  statutes,  and  bear  interest  as  judgments  would  have  done. 
Sedgwick  on  Const,  31 1,  315.  This  is  conclusive  upon  the  first  assignment  of 
error. 

The  rule  settled  by  this  court  as  to  the  application  of  payment  is,  that  the 
debtor,  or  party  payii^  the  money,  may,  if  ne  chooses  to  do  so,  direct  its 
appropriation ; if  he  fail,  the  right  devolves  upon  the  creditor ; if  he  fail,  the 
law  will  make  the  application  according  to  its  own  notions  of  justice.  Neither 
of  the  parties  can  make  it  after  a controversy  upon  the  subject  has  arisen 
between  them,  and  a fortiori  not  at  the  trial.  U,  S.  vs.  Kirkpatrick^  9 
Wheat.,  737  ; U 5.  vs.  January y 7 Cr.,  572 ; Field  vs.  HoUandy  6 Id.,  8.  In 
the  present  case,  the  appropriation  was  made  unequivocally  by  the  party  from 
whom  the  money  was  received.  How  it  would  have  been  applied  by  the  law 
if  neither  of  the  parties  had  given  any  direction  is  a question  which  we  need 
not,  therefore,  consider. 

The  interest  lawfully  accruing  upon  each  of  the  claims  was  as  much  a part  of 
it  as  the  original  debt  The  creditor  had  the  same  right  to  the  payment  of  the 
one  as  of  the  other.  If  there  had  been  a judgment,  and  the  full  amount  due 
upon  it  had  not  been  paid,  an  action  of  debt  might  have  been  brought  upon  it 
to  recover  the  balance.  1 Chitty*s  Plead.,  ill. 

Such  balance  would  have  been  adjudged  to  the  plaintiff^  with  intere^  in  the 
shape  of  damages  for  the  detention  of  the  debt  If  in  that  case  the  judgment 
debtor  had  chosen  to  pay  only  the  principal  of  the  judgment,  leaving  the  inter- 
est unsatisfied,  and  the  suit  had  been  for  the  balance,  consisting  of  interest 
only,  the  same  result  would  have  followed. 

We  have  shown  that  the  claims,  when  proved  to  the  satisfaction  of  the  Comp- 
troller, were  upon  the  same  footing  as  if  they  had  been  in  judgment.  The 
amount  in  arrear  was  liquidated,  and  as  certain  as  if  it  consisted  wholly  of  prin- 
cipal instead  of  interest.  This  action  was,  therefore,  well  brought  If  it  had 
been  in  debt,  damages  would  have  been  awarded  for  the  detention  of  the  debt 
sued  for.  llie  action  not  being  in  debt,  the  same  amount  was  properly 
included  in  the  mass  of  the  damages  for  which  the  judgment  was  rendered. 

The  compounding  of  interest,  so  far  as  it  has  occurred,  was  due  entirely  to 
the  fault  of  the  agent  of  the  plaintiff  in  error.  The  principle  of  estoppel  in  pais 
applies.  No  exception  can  be  taken  upon  that  ground. 

The  plaintiff  in  this  action  was  entitled,  ex  equo  et  bonOy  to  the  money  sought 
to  be  recovered.  Where  the  i^ht  to  recover  exists  in  this  class  of  cases,  it 
includes  interest  as  well  as  principal,  imless  there  is  something  which  would 
render  the  payment  of  the  formftr  inequitable. 

Kent,  Chief  Justice,  said  upon  this  subject:  “Each  case  will  depend  upon 
the  justice  and  equity  arising  out  of  its  peculiar  circumstances,  to  be  disclosed 
at  the  trial.**  Pearce  vs.  Barbour y 3 Caine,  265  ; see,  also,  Robinson  vs.  Bland, 
2 Burr.,  1087. 

In  the  latter  case  Lord  Mansfield  said : “ The  interest  is  an  accessory  to  the 
principal;  and  the  plaintiff  cannot  bring  a new  action  for  any  interest  grown 
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due  between  the  commencement  of  his  action  and  the  judgment  in  it.”  * * * 
**I  don’t  know  of  any  court  in  any  country  (and  I have  looked  into  the  matter) 
which  don’t  carrv  interest  down  to  the  last  act  by  which  the  sum  is  liquidated.” 

The  Comptroller  committed  a plain  violation  of  his  duty.  There  should  have 
been  no  discrimination  between  principal  and  interest  in  making  his  payments. 
The  creditor  had  the  same  right  with  respect  to  both,  as  if  he  had  been  pur- 
suing the  defaulting  debtor  under  other  circumstances.  The  Comptroller  should 
have  done  just  what  the  law  would  have  done  if  the  case  had  not  come  under 
his  cognizance. 

Numerous  cases,  both  E^lish  and  American,  are  to  be  found  in  which  com- 
pound interest,  under  special  circumstances,  was  recovered.  It  is  sufficient  to 
refer  to  a few  of  them.  Ex  parte  Beavens^  9 Vesey,  Jr.,  223  ; CoUiot  vs. 
Walker ^ 2 Anstr.,  495 ; Hamilton  vs.  La  Grange^  2 H.  Blacl^  145 ; Kellogg  vs. 
Hickocky  1 Wend.,  521  ; Tyler  vs.  YateSy  3 Barb.  Rep.,  222 ; Rennow,  Dickens, 
Cam.  and  Norw.  Rep.,  357;  Aurora  City  vs.  Westy  7 Walk,  82;  Town  of 
Genoa  vs.  WoodroWy  92  U.  S.  S.  C,  502. 

The  demand  for  the  interest  was  property  made  upon  the  plaintiff  in  error. 

The  judgment  of  the  Circuit  Court  is  affirmed. 


TAXATION  OF  A BANK  BUILDING  AS  CAPITAL. 

OPINION  OF  THE  ATTORNEY-GENERAL  OF  THE  UNITED  STATES. 

Money  Invested  in  a Banking  House  by  a Bank  or  Banker  is  Capital, ^and  subject  to  the  Tax 
of  one  twenty-fourth  of  one  per  centum. 

Department  of  Justice,  Washington,  April  7,  1877.  ^ 

Hon,  yohn  Shermany  Secretary  of  the  Treasury  : 

Sir:  Yours  of  the  28th  ultimo  propounds  this  question,  “Whether  the  terms 
* capital’  and  * capital  employed,’  as  used  in  para^ph  second  of  Section  3,408, 
R.  Sy  embrace  that  portion  of  actual  capital  which  is  invested  in  and  repre- 
sented by  the  banking  house  or  other  real  estate,  or  whether  for  the  pur^se 
of  said  paragraph,  such  real  estate  is  not  to  be  regarded  and  treated  as  person- 
ality.” 

^ much  of  the  Statute  as  it  becomes  necessary  particularly  to  examine 
reads  as  follows:  “Section  3,408.  There  shall  be  levied,  collected,  and  paid, 

as  hereafter  provided  : Firsty Secondy  A tax  of  one  twenty-fourth 

of  one  per  centum  each  month  upon  the  capital  of  any  bank,  association,  com- 
pany, corporation,  and  on  the  capitcU  employed  by  any  person  in  the  business  of 
banking  teyond  the  average  amount  invested  in  United  States  bonds  : Pravidedy 
That  the  words,  '‘capital  employed'  shall  not  include  money  borrowed  or  received 
from  day  to  day,  in  the  usual  course  of  business,  from  any  person  not  a partner 
of  or  interested  in  the  said  bank,  association,  or  firm.” 

You  transmitted  with  your  letter  a copy  of  an  opinion  given  November  5th, 
1869,  by  Social  Counsel,  to  the  then  Commissioners  of  Internal  Revenue,  to 
the  effect  t^t  the  estimated  cost  or  value  of  the  building  used  for  banking 
purposes  (where  owned  by  the  banker),  should  not  be  considered  in  determin- 
ing the  amount  of  “capitd  employed”  in  that  business. 

Respect  for  the  careful  conclusion  of  counsel,  and,  what  is  understood  to  be 
the  practice  of  the  Depar^ent,  has  caused  a full  examination  of  the  subject 
before  expressing  any  opinion ; and  a reply  to  vour  inquiry  has  therefore  been 
somewhat  delay^  that  the  response  might  be  the  result  of  due  deliberation  and 
investigation. 

In  my  judgment,  it  is  not  material  whether  the  capital  employed  in  banking 
business  is  invested  in  real  estate  or  in  personalty.  It  is  its  use  and  not  its 
nature  (if  it  be  not  Government  bonds ) that  determines  the  amount  of  the 
tax.  As  the  court  in  New  York  observe^  “The  assessment  and  taxation  of 
individual  bankers,  as  well  as  banking  associations,  in  respect  of  their  banking 
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capital,  are  governed  by  special  statutes,  applicable  only  to  property  thus 
employed^  and  not  by  the  general  statutes  of  the  State  regulating  the  assessment 
and  taxation  of  personal  property ; and  the  business  of  banking,  whether  carried 
on  by  individuals  or  associations,  is  subject  to  restrictions  and  regulations 
peculiar  to  itself,  and  not  applicable  to  any  other  branches  of  business.”  Miner 
vs.  FredoniCy  27  N.  Y.,  1 57. 

The  imposition  is  an  excise  duty,  as  distinguished  from  a tax  strictly  so 
termed ; the  latter  being  assessed  upon  prop  rty  proportionally,  while  the  former 
is  a fixed,  direct,  and  absolute  charge  for  a privilege^  without  any  necessary 
re^d  for  the  amount  of  property  belonging  to  those  on  whom  the  charge  may 
fafi  {OUz^er  vs.  Washington  MtilSy  11  Allen,  274,  27 j),  although  it  may  be 
increased  or  diminished  by  the  extent  to  which  the  privilege  is  exercised. 

The  power  of  the  sovereign  to  impose  a charge  upon  all  professions  or 
avocations  is  unquestioned.  Portland  Banks  vs.  Apthorpy  12  Mass.,  257;  U.  S, 
vs.  Vassary  and  vs.  others  (^License  Tax  Cases )y  5 Wall.,  462;  Com,  vs.  Black- 
itigtony  24  Pick.,  357;  St,  Louis  vs.  Laughlin,  49  Mo.,  562;  State  Simmons^ 
12  Mo.,  271  ; Eyre  vs.  Jacoby  14  Grattan,  431.  It  has  been  exercised  in  the 
various  Federal  statutes  pass^  to  raise  internal  revenue.  Society  for  Savings 
vs.  CoitCy  6 Wallace,  607. 

The  section  and  clause  under  discussion  fixes  the  charge  to  be  paid  for  the 
privilege  of  carrying  on  the  business  of  banking.  That  the  “capital”  fixed  by 
the  clmrter  or  articles  of  agreement  of  a corporation  or  association,  and  the 
“ capital  employed  ” by  an  individual,  are  taken  as  the  basis  for  calculating 
the  value  of  the  privilege.  They  indicate  the  extent  to  which  the  privilege  is 
used ; but  it  is  not  material  in  what  property  that  capital  in  invested,  except 
that  the  statute,  in  setting  up  its  arbitrary  standard  of  computation,  excludes 
United  States  bonds. 

In  regard  to  a license  fee  for  carrying  on  insurance  business  in  lUinois,  the 
court  of  that  State  says:  “This  is  not  a tax  upon  property,  but  is  a burden 
imposed  upon  the  agent  for  the  right  of  exercising  a franchise  or  privilege,  and 
which  the  legislature  would  have  the  right  to  withhold  or  inhibit  altogether, 
and  the  amount  of  premiums  charged  is  merely  used  as  a mode  of  computing  the 
amount  to  be  paid  for  the  exercise  of  the  privilege.  The  legislature  might  have 
adopted,  as  a mode  of  computing  the  amount,  the  value  of  the  property 
insured,  and  in  that  event  it  could  hardly  be  said  to  be  a tax  upon  that  prop- 
erty.” People  vs.  Thurbery  13  111.,  557. 

the  assessment  is  on  the  means  of  acquiring  propertyy  and  not  on  the  prop- 
erty itself.  Com.  vs.  Blackingtony  24  IHck.,  357  ; In  re  PeytoHy  7 Hurl,  and 
Nor.,  296;  Tyson  vs.  StatCy  28  Md.,  587.  Of  course,  all  taxes  must  be  paid 
out  of  the  payer’s  property,  but  excises  are  not  based  upon  a valuation  of 
property.  Thus,  an  excise  upon  Savings  banks,  though  an  indirect  assessment 
upon  the  depositors,  is  not  a tax  upon  them  or  their  property,  but  upon  the 
corporation;  on  its  privilege  or  franchise.  Com,  vs.  People^ s Saving  Banky  5 
Allen,  432,  et  seq. 

The  amount  of  capital,  invested  any  otherwise  than  in  United  States  bonds, 
is  the  statutory  method  of  ascertaining  the  excisable  value  of  the  franchise  or 
privilege.  Commonwealth  vs.  Lowell  Gas  Light  Co.,  12  Allen,  76;  Com.  vs. 
HamiSon  Man,  Co,y  Id.y  301,  et  seq ; affirmed  in  6 Wall.,  632. 

As  emressed  in  Coite  vs.  Society  for  SavingSy  32  Com.,  (affirmed  by  the 
United  States  Supreme  Court,  in  Society  for  Saznngs  vs.  CoitCy  6 Wallace,  594), 
the  imposition  is,  “for  its  facilities  of  business,  and  not  on  its  assets.”  Attor- 
ney General  vs.  Bay  State  Mining  Co,y  99  Mass.,  152,  153 ; Coite  vs.  Conn, 
Mut,  Life  Ins.  Co,y  36  Conn.,  512. 

The  language  of  the  Federal  and  State  courts,  in  those  numerous  cases 
( some  of  which  are  above  cited ),  where  the  legality  of  taxes  upon  corporations 
which  had  part  of  their  capital  invested  in  United  States  bonds  was  affirmed,  is 
pertinent  here,  and  apparently  decisive  of  the  present  inquiry.  “It  is  the  cap- 
ital stock,  considered  as  a franchise,  embracing  the  whole  corporate  organiza- 
tion, with  all  its  rights  and  privileges,  of  which  the  shares  are  constituent  frac- 
tional parts,  that  forms  the  subject  matter  on  which  the  tax  or  assessment  is 
imposed.”  Com.  vs.  Ham.  Man,  Co,y  12  Allen,  305  Manufacturer's  Ins.  Co. 
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vs.  Londy  99  Mass.,  147;  Attorney  General  vs.  Bay  State  Min,  Co.,  Id.,  153, 
top;  OUver  vs.  Ldver^l  Ins.  Co,,  100  Mass.,  538,  affirmed  in  Liverpool  Ins, 
Co.  vs.  Massachusetts,  10  Wallace,  566;  Bradley  vs.  People,  4 Wallace,  459, 
affirming  Van  Aden  vs.  The  Assessors,  3 Wallace,  573  ; Banh  of  Commerce  vs. 
New  York  City,  2 Black,  628,  629;  Provident  Inst,  vs.  Massachusetts,  6 Wal- 
lace, 61 1,  affirming  Com.  vs.  Prov.  Inst  for  Savings,  12  Allen,  312. 

A banking  house  purchased  and  used  for  banking  purposes,  either  with  part 
of  the  authorized  capital  of  a corporation  or  association,  or  the  personal  funds 
of  a private  banker  must  be  deemed  “capital  employed”  in  that  business. 
“The  capital  employed  in  manufacturing,’*  said  Mr,  Justice  Weston,  in  constru- 
ing a tax  act  in  1827,  “or  in  a manufacturing  establishment,  embraces  what- 
ever is  essential*  to  the  prosecution  of  the  business.  To  this  purpose,  the  fac- 
to^ building  is  as  necessary  as  the  machinery,  or  the  raw  material.  As  well 
might  it  be  urged  that  the  money  invested  in  a saw  mill  is  not  capital 
employed  in  the  manufacturing  of  boards.”  Gardiner  C.  and  W.  Co,  vs.  Gard- 
iner, 5 Maine,  139,  top. 

It  follo^  therefore,  that  every  banking  corporation  should  be  assessed  for  the 
fixed  amount  of  its  capital  (less  the  sum  put  into  Government  bonds),  and  the 
private  banker  for  the  capital  employed  by  him  in  that  business,  other  than  that 
by  him  invested  in  such  bonds.  The  statute,  which  is  the  sole  basis  for  and 
guide  of  any  assessment,  authorizes  no  further  deductions,  in  ascertaining  the 
sum  upon  which  the  monthly  tax  of  one  twenty-fourth  of  one  per  cent,  is  to  be 
calculated.  Very  respectfully,  your  obedient  servant, 

Charles  Devens,  Attorney- General. 


INTERNAL  REVENUE  CIRCULAR. 

CONCERNING  THE  TAXATION  OF  BANKING  CAPITAL  INVESTED.  IN 

REAL  ESTATE. 

Treasury  Department,  Office  of  Internal  Revenue,) 
Washington,  May  8,  1877.  ) 

In  an  opinion  of  the  Attorney-General,  dated  April  7,  1877,  and  which  is 
published  in  the  Internal  Revenue  Record,  vol.  23,  page  126,  he  holds  that 
“ A banking  house  purchased  and  used  for  banking  purposes,  either  with  part 
of  the  authorized  capital  of  a corporation  or  association,  or  the  personal  funds 
of  a private  banker,  must  be  deemed  * capital  employed’  in  that  business.” 
The  opinion  closes  by  stating  “ that  every  banking  corporation  should  be 
assessed  for  the  fixed  amount  of  its  capital  (less  the  sum  put  into  Govern- 
ment bonds),  and  the  private  banker  tor  the  capital  employed  by  him  in 
that  business,  other  than  that  by  him  invested  in  such  bonds.  The  statute, 
which  is  the  sole  basis  for  and  guide  of  any  assessment,  authorizes  no  further 
deductions  in  ascertaining  the  sum  upon  which  the  monthly  tax  of  one  twenty- 
fourth  of  one  per  cent,  is  to  be  calculated.” 

Assessments  will  hereafter  be  made  in  accordance  with  this  opinion,  any 
instructions  heretofore  given  by  this  Office  to  the  contrary  notwithstanding; 
and  all  returns  for  assessment  of  banks,  banking  associations,  companies,  and 
corporations,  and  of  bankers,  hereafter  made,  will  be  required  to  embrace 
the  entire  amount  of  paid-up  capital  of  the  bank,  association,  company,  or 
corporation,  and  the  entire  capital  employed  by  any  private  bank  or  linker  in 
the  business  of  banking.  The  returns  will  also  in  each  case  state,  as  a deduc- 
tion firom  the  capital,  the  average  amount  invested  in  United  States  bonds. 
No  other  deduction  than  this  will  be  allowed. 

All  returns  hereafter  made,  including  not  only  returns  for  the  six  months’ 
period  ending  with  the  31st  instant,  and  all  periods  subsea  uent  thereto,  but 
also  all  returns  hereafter  made  for  periods  prior  to  that  ending  upon  the  day 
above  named,  should  be  upon  the  revised  forms,  which  expressly  include,  in 
the  return  of  capital,  capital  invested  in  real  estate. 

Collectors  will  see  that  the  banks  and  bankers  in  their  respective  districts 
are  each  supplied  with  a copy  of  this  circular. 

Green  B.  Raum,  Commissioner. 
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INQUIRIES  OF  CORRESPONDENTS. 

Addressed  to  the  Editor  of  the  Banker’s  Magazine. 

L Fraudulent  Alterations  in  Checks. 

Can  you  give  me  the  decision  of  any  court  in  reference  to  raised  checks? 
For  instance,  a bank  cashes  a draft  drawn  on  another  bank,  the  drawee  does 
not  find  that  the  draft  has  been  raised,  until  informed  by  the  drawer  to  that 
effect  Where  does  the  loss  fall  ? on  the  drawer,  drawee,  or  endorser  ? 

Reply. — The  leading  decisions  upon  this  point  are  in  the  cases  of  Espy  vs. 
First  National  Bank  of  Cincinnati^  18  Wallace,  614 ; National  Park  Bank  vs. 
Ninth  National  Bank^  46  N.  Y.,  77 ; Marine  National  Bank  vs.  National 
City  Banky  55  N.  Y.,  21 1 ; Third  National  Bank  vs.  Alleny  59  Mo.,  etc., 
all  of  which  have  been  reported  in  the  Banker's  Magazine. 

The  question  of  alterations  in  checks  after  issue,  is  fully  discussed  in  Daniel 
on  Negotiable  InstrumentSy  which  treats  the  subject  of  checks  in  the  most 
comprehensive  and  thorough  manner.  We  take  from  this  excellent  work  the 
substance  of  the  following: 

As  a general  rule  the  bank  can  onl^  charge  the  original  amount  against  the 
drawer ; for  that  limits  the  extent  of  its  authority  to  it  to  pay  out  his  depiosit ; 
and  if  Us  check  has  been  altered  by  any  party,  such  alteration  is  a forgery  of 
his  name,  for  which  be  is  by  no  means  responsible,  provided  he  afforded  no 
opportunity  for  its  commission. 

but  when  the  drawer  has  drawn  Us  check  in  such  a careless  or  incomplete 
manner,  that  a material  alteration  may  be  readily  accomplished  without  leaving 
a perceptible  mark,  or  giving  the  instrument  a suspicious  appearance,  he  Umself 
prepares  the  way  for  fraud,  and  then,  if  it  is  committed,  he,  and  not  the  bank, 
should  suffer. 

As  to  recovery  of  excess  when  money  is  paid  by  the  bank  upon  a “ raised  ” 
or  altered  check  by  mistake,  the  generU  rule  is  that  it  may  be  recovered  back 
from  the  party  to  whom  it  was  paid,  as  having  been  paid  without  consideration ; 
but  if  either  party  has  been  guilty  of  negligence  or  carelessness,  ^ which  the 
other  has  been  injury  the  negligent  partv  must  bear  the  loss.  This  doctrine 
is  clear,  and  is  sustained  by  authority.  The  bank  is  not  bound  to  know  any* 
thi^  more  than  the  drawer's  signature,  and  in  the  absence  of  any  circumstance 
whi^  inflicts  injury  upon  another  party,  there  is  no  reason  why  the  bank  should 
not  be  reimbursed. 


II.  Irregular  Acts  of  a Bank  Officer. 

If  the  Vice-President  of  a bank,  who  has  nothing  to  do  with  its  daily 
business,  endorses  accommodation  paper,  is  the  bank  liable  for  such  paper? 
What  position  does  this  place  the  V.  P.  in? 

Reply. — Unless  the  bank  should  have  derived  benefit  from  the  proceeds 
of  the  paper  so  indorsed,  it  would  not  be  held  liable  for  the  unauthorized 
indorsement  of  its  Vice-President 

Corporations  are  bound  by  acts  of  their  officers  within  the  scope  of  the 
ordinary  and  legally  inherent  duties  of  their  respective  offices,  but  not  by 
illegal  transactions  outside  of  those  duties.  The  indorsement  of  a bank  upon 
negotiable  paper,  other  than  a bona-fide  bill  of  exchange,  is  a circumstance 
which  ought  to  put  a prudent  purchaser  upon  guard  and  inquiry. 

If  the  Vice-President  indorsed  the  paper  without  authority  and  not  for  the 
benefit  of  the  bank  which  he  purports  to  represent,  he  is  liable  individually 
as  indorser. 
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III.  The  Authority  of  an  Agent, 

A has  a derk  who  is  in  the  habit  of  collecting  his  monthly  accounts,  and 
signing  his  (A*s)  name  to  the  same,  with  his  permission.  This  clerk  receives 
in  excnange  for  a monthly  bill  a check  on  a bank,  goes  to  the  bank  and 
endorses  A’s  name  upon  the  check,  the  teller  of  the  bank  paying  him  the  money 
on  the  check  so  endorsed.  Now,  if  the  clerk  appropriates  the  money  and  does 
not  account  to  A for  it,  can  the  bank  be  made  to  refund  the  money  to  A,  he 
claiming  that  the  clerk  had  no  right  to  sign  his  name  on  checks?  In  view  of 
the  fact  that  the  draft  was  given  for  the  settlement  of  a monthly  bill^  and  that 
A says  that  his  derk  had  power  to  sign  his  name  to  dills,  is  the  bank  responsi- 
ble to  A for  the  money  paid  on  the  endorsement  of  the  check? 

Reply. — The  point  is  simply  this.  Was  the  derk  authorized  to  indorse  checks 
for  his  employer?  It  does  not  follow  that  he  was,  merely  because  he  was 
allowed  to  collect  accounts.  The  rule  of  law  is,  that  *‘if  an  agent  who  is  speci- 
ally authorized  to  do  a specific  thing,  exceeds  his  authority,  the  prindpal  is  not 
bound,  because  the  party  dealing  with  such  agent  must  inquire  for  himself,  and 
at  his  own  peril,  into  the  extent  and  limits  of  the  authority  given  to  the  agent.  ” 
Unless  the  bank  can  prove  that  the  clerk  signing  his  name  was  authorized  to 
do  so,  A can  recover  the  money  paid  on  the  derk’s  indorsement  and  misappro- 
priated by*  him. 


rv.  The  Rights  of  Directors  and  Stockholders. 

If  a banking  co^ration  in  this  State  is  in  liquidation,  and  while  in  such 
condition  shomd  find  it*  necessary  to  order  assessments  upon  its  stockholders 
for  the  purpose  of  meeting  its  liabilities,  and  certain  stockholders  should 
refuse  the  imyment  of  said  assessments,  has  the  Board  of  Directors,  who  are 
still  continuing  in  office,  a right  to  declare  the  stock  of  said  stockholders 
forfeited  for  the  non-payment  of  said  assessments? 

Reply. — Unless  the  authority  to  do  so  is  provided  in  the  By-laws  of  the 
corporation,  or  in  its  charter,  the  Board  of  Directors  has  no  right  to  declare 
forfeit  the  stock  of  the  refusing  shareholders. 


V.  Failure.  TO  Protest  Unindorsed  Draft. 

A*s  draft  at  five  days  sight  on  and  accepted  by  B,  and  payable  to  the  order 
of  C,  a banker,  is  cashed  by  the  latter,  who  forwards  it  for  collection  to  D,  a 
bank  at  the  place  where  payable.  C,  through  mistake,  omits  to  indorse  the 
draft,  and  D does  not  protest  it  at  maturity.  Is  D responsible  to  C for  its 
payment? 

Reply. — C’s  omission  to  indorse  the  draft  does  not  lessen  D’s  duty  in  the 
premises.  If  any  loss  should  result  to  C from  D’s  failure  to  protest,  D is 
responsible  to  C therefor.  But  if  D returned  it  on  the  day  of  its  maturity,  thus 
advising  C of  its  non-payment,  it  became  C*s  duty  to  notify  the  drawer  in  his 
turn,  and  (unless  it  were  a foreign  bill)  A is  held  as  though  by  formal  pro- 
test. 


VI.  Filling  Blanks  in  Negotiable  Paper. 

A printed  form  for  a note  is  filled  in  for  a certain  amount,  and  payable  a 
certain  number  of  months  from  date,  but  the  line  before  which  the  word  **at” 
stands  is  left  blank.  After  the  note  is  signed,  another  party  fills  in  this  line 
and  makes  it  payable  at  a bank,  doing  this  without  the  Imowledge  or  con- 
sent of  the  maker  of  the  note.  Does  this  act  invalidate  the  paper  in  the 
hands  of  an  innocent  holder? 
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Reply. — No ; the  maker  cannot  in  such  case  escape  liability  to  an  innocent 
holder  for  value.  When  a blank  is  left  in  a negotiable  note,  there  is  an  implied 
authority  to  the  holder  to  fill  up  the  indorsement  If  ftaud  be  committed,  the 
maker,  who  furnished  the  opportunity  for  it  by  his  neglect  to  fill  the  blank, 
must  suffer,  and  not  the  innocent  holder. 


VII.  Are  Detached  Coupons  Secured  by  their  Bond  Mortgage? 

The  holder  of  a real-estate  mortgage  having  coupons  attached  for  the  inter- 
est sends  the  coupons  to  a bank  for  collection,  and  a friend  of  the  payor 
takes  it  up  for  him  and  holds  it  himself  as  against  the  maker  and  the  pro{>- 
erty.  Now  if  the  principal  is  unpaid  when  it  falls  due,  and  is  foreclosed,  can 
this  interest  coupon  be  put  in  judgment  with  the  mortgage,  and  the  holder 
share  in  the  proceeds  of  the  sale  as  part  owner  of  this  claim? 

Reply. — It  has  been  held  that  a coupon  is  part  of  the  debt  covered  by  the 
mortgage  which  secures  its  bond,  and  the  security  of  the  mortgage  inures  to 
the  assignee  of  the  coupon.  Miller  vs.  Rttlland,  eU.^  R,  R.^  40  Vt.,  399.] 

We  should  not,  however,  regard  this  as  a precedent  sufficiently  safe  to  justify 
such  payments  “for  the  honor  of  the  maker.”  There  are  other  points  in  the 
transaction  as  mentioned  which  might  suggest  grounds  for  dispute. 


NEW  BANKING  LAWS  OF  NEW  YORK. 

General  Statutes  of  New  York,  Chap.  69.— An  Act  to  amend  chapter 
475  of  the  laws  of  1867,  entitled  “An  Act  enabling  National  Bankii^  Asso- 
ciations to  become  State  Banking  Associations,  and  to  amend  the  Banking 
Laws  of  this  State.”  Passed  March  29,  1877. 

Section  i.  Section  three  of  chapter  four  hundred  and  seventy-five  of  the 
laws  of  eighteen  hundred  and  sixty-seven,  entitled  “An  Act  enabling  National 
Banking  Associations  to  become  State  Banking  Associations,  and  to  amend  the 
Banking  Laws  of  this  State,”  is  hereby  amended  so  as  to  read  as  follows : 

Sec.  3.  Nothing  in  the  Banking  Laws  of  this  State  shall  be  construed  as 
requiring  any  banking  association  or  individual  banker  to  issue  circulating  notes, 
but  every  banking  association  and  individual  banker  not  having  given  notice 
of  intention  to  close  the  business  of  banking,  and  not  having  made  a deposit 
of  cash  to  redeem  its  circulating  notes,  and  whose  outstanding  circulation 
does  not  exceed  ten  thousand  dollars,  is  hereby  required  to  keep  on  deposit, 
in  the  bank  department,  in  addition  to  the  deposit  now  requir^  to  secure 
the  circulating  notes  of  said  bank  stocks  of  this  State,  or  of  the  United  States, 
bearing  interest  at  a rate  of  not  less  than  four  and  one-half  per  cent.,  to  the 
amount  of  five  thousand  dollars,  and  the  same  shall  be  held  by  the  Super- 
intendent of  the  bank  department  as  a pledge  of  good  faith,  and  guaranty 
of  compliance  with  the  liking  Laws  of  this  State,  on  the  part  of  such 
banking  association  or  individual  banker,  and  the  process  of  such  stock,  or  the 
interest  thereof,  or  so  much  thereof  as  may  be  necessary,  may  be  applied  by 
the  Superintendent  to  the  payment  of  any  penalty  incurred  by,  or  the  assess- 
ment imposed  upon,  the  banking  association  or  individual  banker,  for  wiiom 
such  deposit  is  held,  in  lieu  of  the  remedy  by  suit  at  law,  heretofore  given 
by  the  Banking  Laws  of  this  State,  to  the  Superintendent,  for  the  enforcement 
of  penalties  or  the  collection  of  lawful  assessments.  The  provisions  of  Section 
one,  chapter  two  hundred  and  eighty-one,  laws  of  eighteen  hundred  and  forty- 
four,  relative  to  depositing  securities  with  the  Superintendent  of  the  bank 
department,  shall  not  apply  to  banking  associations  or  individual  bankers  that 
issue  no  circulating  notes. 

Sec.  2.  This  Act  shall  take  effect  immediately. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 


Recapitulation  of  the  Official  Statements — cents  omitted. 


Debt  Bearing  Interest  in  Coin. 


April  a,  1877. 

Bonds  at  six  per  cent $934*877,050  ... 

Bonds  at  five  per  cent 70^266,650  ... 

Bonds  at  four  and  a-half  per  cent 50,000,000  ... 

$1,688,143*700 

Debt  Bearing  Interest  in  Lawful  Money. 
Navy  pension  fund  at  three  per  cent $ 14,000,000  ... 


Debt  on  which  Interest  has  Ceased....  $6,062,390  ... 

Debt  Bearing  no  Interest. 


Old  demand  and  legal-tender  notes $362,721,296  ... 

Certificates  of  depcfcit 35*i55»ooo  ... 

Fractional  currency 23,440,512  ... 

Coin  certificates 48,279,400  ... 


$469,596,208  ... 

Total  debt $2,177,802,298  ... 

Interest 27,029,976  ... 


Total  Debt,  principal  and  ii\terest $2,204,832,275  ... 

Cash  in  the  Treasury. 

Coin $86,818,285  ... 

Currency 8,184,863  ... 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provideJi  by  law....  35»*55»ooo  ... 


$130,158,148  ... 

Debt  less  cash  in  the  Treasury,  Apr.  2,  1877  $2,074,674, 126  ... 
“ “ “ May.  1,  1877  


May  I,  1877. 

t9«4.7S4,ioo 

703,266,650 

70,000,000 


$1,688,020,750 


$14,000,0001 
$ 15,621,380 


361,559,481 

40,465,000 

22,186,575 

49,712,700 


$473,923,757 


$2,191,565,887 

33,092,616 


$2,224,658,503 


$ 105,439.740 

8,395.145 

40,465,000 


$154,299,886 


$2,070,358,617 


Decrease  of  debt  during  the  past  month $14,107,016  ...  $4,315,509 

Decrease  of  debt  since  June  30,  1876. 24,765,218  ...  2^080,527 

Bonds  issued  to  the  Pacific  Railway  Companies,  Interest  Payable  in 

Lawful  Money. 

Principal  outstanding.; $64,623,512  ...  $64,623,512 

Interest  accrued  and  not  yet  paid 9^-352  ...  1.292,470 


Interest  paid  by  the  United  States 34,018,923  ...  34,018,923 

Interest  repaid  by  transportation  of  mails,  &c.  ^044,094  ...  ^131.735 


Balance  of  interest  paid  by  the  U.  S...  $25,974,829  ...  $25,887,188 
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THE  NATIONAL  BANK  NOTE  CIRCULATION. 


Statement  of  the  Comptroller  of  the  Currency,  showing  by  States  the  amount 
of  National  bank  circulation  issued,  the  amount  of  Legal-Tender  Notes  deposited 
in  the  United  States  Treasury  to  retire  National  bank  circulation,  from  June 
20,  1874,  to  May  i,  1877,  and  amount  remaining  on  deposit  at  latter  date. 

Lbgai>Tbndbr  Notbs  Dbpositbd  to 
Rbtirb  National  Bank  Circulation, 


STATES  AND 

Additional 

Circulation 

SINCB  JUNB  20,  1874. 

Legal  Tenders 
on  deposit 

TERRITORIES. 

issued  since 
yune  20,  1874. 

For  redemp- 
tion 0/  Notes 

To  retire 
Circulation 

Total 

vdth  the  U.  S. 
Treasurer  at 

Maine 

$903,580 

389,865 

0/  Ltquidat- 
ing^  Banks. 

. 4L200 

under  Act  of 
y%ne  20,  1874. 

• $555,000 

Deposits. 

. $596,200 

date. 

. $119,607 

New  Hampshire. 

• *7.400 

. 10,800 

38,300 

5.573 

Vermont 

866,980 

. ‘34,807 

• 458,340 

• 593*147 

. 111,950 

Massachusetts..... 

7.37L915 

. 96,400 

. 5.154,500 

• 5,*5<^9«> 

. 386,042 

Rhode  Island 

156,200 

. 

• 617,385 

• 617,385 

73.650 

Connecticut 

966,310 

. 27,050 

. 1,132,490 

. 1,159*540 

75*223 

New  York 

4,931.970 

. 913,866 

• ‘4,395.300 

• ‘5.309. ‘66 

• *.363.9.5 

New  Jersey 

995,635 

30,060 

. 891,540 

. 921,600 

. 232,094 

Pennsylvania 

4,063,480 

. 616,982 

• 4,578,5‘5 

• 5. ‘95.497 

. 1*370,917 

Delaware. 

84,175 

, 

• 

• 

• 

Maryland 

188,910 

. 166,600 

• 393.164 

. 1,178,080 

. 1,344.680 
. 820,664 

• 380,430 

Dist.  of  Columbia. 

249,900 

. 427,500 

238,869 

Virginia 

306,100 

. 706,864 

. 760,915 

• ‘..<^7.779 

. 43‘.655 

West  Virginia^... 

41,670 

, 731.060 

204,300 

• 935.360 

• *50,657 

. 292,480 

North  Carolina... 

350,060 

. 

• 764, ‘85 

• 764. ‘85 

South  Carolina.... 

6,700 

, 

. 953.380 

• 953.380 

222,010 

Georgia 

180,000 

• *43.7*5 

• 347,675 

. 590,400 

• ‘45.695 

Florida. 

45,000 

. 

— 

. 

, — 

Alabama 

90,000 

. 

4,500 

. 4*500 

863 

Mississippi 

— 

. 

. 

. 

I,7*‘ 

Louisiana 

32,130 

. 625,750 

. 1,844,250 

2,470,000 

• 774.359 

Texas 

89,100 

. 

. 229,340 

. 229,340 

48.490 

Arkansas 

90,000 

. 

. 90,000 

. 90,000 

*0.933 

Kentucky 

2,267,940 

• 5*6,367 

. 982,633 

. 1,509,000 
. 697,860 

, 619,942 

Tennessee 

296,000 

. 235,901 

. 461,959 

. 206,258 

Missouri 

110,270 

1,048,980 

. 260,731 

• 3*427*419 

. 3*688,150 

• 794. ‘33 

Ohio 

• 9"7.52‘ 

. 1,894,460 

. 2,871,981 

. 1,387,813 

Indiana 

i»  596, 570 

• 5*1,769 

. 3*344*780 

. 3.866,549 

• 863,469 

Illinois 

870,975 

• 898.474 

. 5,688,086 

. 6,586,560 

. 1,899.367 

Michigan 

326,920 

. 116,400 

. 1,641,800 

. 1.758,200 

• *99.063 

Wisconsin 

80,900 

• 364,999 

. 732,400 

. 1,097.399 

. 333,684 

Iowa. 

624, 140 

. 503,012 

. 1,412,850 

. 1,915,862 

• 535.043 

Minnesota 

578,520 

. 191,676 

. 1,128,545 

. 1,320,221 

798.471 

, 34*>5*9 

Kansas 

30,600 

• 558.57‘ 

. 184,900 

. 337.4*4 

Nebraska ...» 

— 

■ 45.000 

. 99,880 

. 144,880 

71,8*0 

Nevada 

— 

. 

— 

. 

3.709 

Colorado 

126,000 

. 70*425 

. 149.400 

. 219,825 

80,503 

Utah 

— 

. 161,191 

196,800 

. 357,991 

. 59, *68 

Montana 

— 

. 

45.000 

45,000 

3.260 

Totals $30,366,495  185.965  $55,993,907  $69,993,547  $15,384,418 

Legal- tender  notes  deposited  prior  to  June  20,  1874, 

and  remaining  at  that  date 3>  813,675 


Total  deposits., 


$73,807,222 

jNa  Jay  Knox,  Comptroller  of  the  Currency, 
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NATIONAL  BANK  AND  LEGAL-TENDER  NOTES. 

STATEMENT  of  the  Com^oller  of  the  Currency,  showing  the  Issue  and 
Retirement  of  National  Bank  Notes  and  Legal-Tender  Notes  under 
the  acts  of  June  20,  1874,  and  January  14,  1875,  to  May  i,  1877. 


national  bank  notes 

Outstanding  when  act  of  June  20,  1874,  was  passed $349*894, 182 

Issued  firom  June  20,  1874,  to  January  14,  1875....  $4»734*S<^ 

3 3 3 1 A. ^ 


Increase  from  June  20,  1874,  to  January  14,  1875 1,967,268 


Outstanding  Januai^  14,  1875 351*861,450 

Redeemed  and  retired  from  Jan.  14,  1875,  date.. $ 51,841,897 


Total  redeemed  and  surrendered  59,128,778 
Issued  between  same  dates 25,631,995 


Decrease  from  January  14,  1875,  to  date 33*49^*783 


Outstanding  at  date $318,364,667 


Greenbacks  on  deposit  in  the  Treasury,  June  20,  1874,  to  retire 

notes  of  insolvent  and  liquidating  banks $ 3*813,675 

Greenbacks  deposited  from  June  20,  1874,  to  date,  to  retire 
National  bank  notes 66,179,872 


Total  deposits ^*993*547 

Circulation  redeemed  by  Treasurer  between  same  dates  without 
reissue 54»^09, 129 


Greenbacks  on  deposit  at  date. 15,384*418 

Greenbacks  retired  under  act  of  January  14,  1875 $20,505,596 

Greenbacks  outstanding  at  date. 361,494,404 


Jno.  Jay  Knox,  Comptroller  of  the  Currency, 


FEMALES  AS  STOCKHOLDERS  IN  NATIONAL  BANKS. 


Table,  showing  the  amount  of  capital  stock  of  ten  of  the  principal  banks  in 
Central  New  York,  together  with  the  amount  of  stock  held  by  females,  the 
total  number  of  stockholders,  the  number  of  female  stockholders,  and  the  aver- 
age amount  held  by  each  female. 

Amount  of  Average  tStockkolders.-^ 
stock  held  each  Total  No.  of  JVid- 

Capital.  by  females,  female.  No.  qf  female  ows. 


Oneida  Vall^  Nat  Bank...  $ 105,000 

State  Bank,  Oneida. 60,000 

Central  National  B’k,  Rome.  97, 500 

First  National  Bank,  Rome.  100,000 

Fort  Stanwix  Nat.  B. , Rome.  1 50,000 

First  National  Bank,  Utica.  600,000 

Oneida  National  B%  Utica.  400,000 

Second  National  B’k,  Utica.  300,000 

National  Bank  of  Vernon. . . . 100,000 

National  BHc  of  Waterville. . 150,000 


$ 48,300 

$ 2,100 

. 46  . 

23  • 

18 

11*700 

. 1,170 

• 33  • 

10  . 

3 

13*080 

. 727 

. 76  . 

18  . 

7 

16,000 

. 941 

• 59  • 

17  • 

3 

26,950 

. 929 

• 95  • 

^ * 

11 

232,560 

• 1*472 

* 326  . 

158  . 

70 

146,900 

. 1,650 

. 208  . 

89  * 

39 

77,600 

* 1*650 

* 134  * 

47  • 

20 

36*200 

. 1,810 

. 40  . 

20 

10 

31*120 

. 724 

• 95  • 

43  • 

11 

Totals. $2,062,500  $640,410  1,112  454 

Average  amount  held  by  each  of  the  total  stockholders,  $ 1,854. 
“ “ **  “ female  **  1*410* 
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BANKING  AND  FINANCIAL  ITEMS. 


Calls  of  Five-Twenty  Bonds. — The  Secretary  of  the  Treasury  issued  on 
May  5th,  the  46th  call  for  five-twenty  bonds,  numbered  as  follows,  all  inclusive  : 

Coupon  Bonds. — $500,  Nos.  49,801  to  52,267;  $1,000,  Nos.  141,001  to 
i50,oc^.  Total  coupon,  $ 8,581,10a 

Registered  Bonds.— $50,  Nos.  497  to  510;  $100,  Nos.  6,395  ^»397  J 

$500,  Nos.  3,977  to  3,991;  $1,000,  Nos.  15,178  to  15,247;  $5,000,  Nos. 
7,765  to  8,198.  Total  registered,  $i,533»55o* 

The  bonds  outstanding  and  represented  by  the  above-mentioned  numbers, 
apjegating  $10,114,550,  constitute  the  residue  of  those  issued  imder  the  act 
of  March  3,  1865,  dated  November  i,  1865.  Interest  will  cease  on  August  5. 

The  bonds  next  subject  to  call  for  redemption,  are  the  consols  of  1865,  of 
which  there  were  outstanding  on  May  1st,  $202,658, 10a 

The  forty-seventh  call  was  issued  on  May  2ist,  being  for  $ 10,000,000  consols 
of  1865.  The  principal  and  accrued  interest  will  be  paid  at  the  Treasury  in 
Washington,  on  and  after  August  21,  1877,  and  interest  will  cease  on  that  day. 
The  numbers,  all  inclusive,  are  as  follows  : 

Coupon — $50,  Nos.  I to  3,000;  $100,  Nos.  i to  4,000;  $500,  Nos.  i to 
5,000;  $1,000,  Nos.  I to  11,000.  Total  coupon,  $6,000,000. 

Registered. — $ 50,  Nos.  i to  100 ; $ 100,  Nos.  i to  700 ; $ 500,  Nos.  i to 
700;  $1,000,  Nos.  I to  2,800;  $5,000,  Nos.  I to  1,100;  $10,000,  Nos.  i to 
1,181.  Total  registered,  $ 4,000,00a 

Bonds  forwarded  for  redemption  should  be  addressed  to  the  Loan  Division, 
Secretary's  office,  and  all  registered  bonds  should  be  assigned  to  “the  Secretary 
of  the  Treasury  for  redemption.” 

Where  parties  desire  checks  in  pa3rment  for  registered  bonds  drawn  to  any 
one  but  the  payee,  they  should  assign  them  to  the  Secretaiy  of  the  Treasury 
for  redemption  account  of  the  owner  or  owners. 

The  New  York  Stock  Exchange, — At  the  annual  meeting  of  the  New 
York  Stock  Exchange,  May  14th,  the  following  officers  were  elected  for  the 
ensuing  year: — President,  Henry  Meigs;  Chairman,  M.  A.  Wheelock ; Vice- 
Chairman,  James  Mitchell ; Treasurer,  D.  C.  Hays ; Secretary,  B.  O.  White ; 
Trustee  of  Gratuity  Fund,  Jas.  M.  Fuller.  Governing  Committee,  to  serve  four 
years; — S.  T.  Russell,  F.  N.  Lawrence,  F.  R.  Sturgis,  W.  L.  Bull,  R.  Kepp- 
ler,  E.  Brandon,  D.  T.  Worden,  H.  G.  Stebbins,  A.  Colvill,  G.  L.  Hai^L 
To  serve  three  years  C.  K.  Randall.  To  serve  one  year,  H.  Lapsley  and 
S.  J.  Drake. 

Express  Charges  on  Currency. — The  Treasury  Department  has  so  modi- 
fied its  circular  of  February  26,  1876,  concerning  express  charges  on  United 
States  currency  received  for  redemption,  etc.,  that  hereafter  until  further 
notice  National  bank  depositaries  may  forward  under  the  Government  contract 
with  the  Adams  Express  Company,  to  the  Treasurer  at  Washington,  fractional 
currency  for  credit  on  account,  in  sums  of  $500  and  multiples  thereof^  at  the 
expense  of  the  Department. 

Liquidation  of  National  Banks. — The  Comptroller  of  the  Currency 
declared  in  April,  a dividend  of  twenty-five  per  cent,  in  favor  of  the  creditors 
of  the  National  Bank  of  Fishkill,  N Y.  Also  a dividend  of  fifteen  per  cent 
in  favor  of  the  creditors  of  the  First  National  Bank  of  Wichita,  Kansas,  making 
in  all  for  the  latter  bank,  thirty-five  per  cent. 
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The  Work  of  the  U.  S.  Mints. — Dr.  Linderman,  Director  of  the  Mint, 
recently  applied  to  the  leading  foreign  countries  which  have  mints  of  their 
own  for  specimens  of  their  latest  issues  of  gold  and  silver  coins.  After 
assaying  and  comparing  their  fineness  and  the  character  of  the  mechanical 
work  with  that  of  our  own  coins,  the  comparison  is  very  favorable  to  the 
United  States.  Gold  coins  recently  turned  out  at  the  Netherlands  and  Ger- 
man mints  are  concave  on  one  side  and  convex  on  the  other,  so  that  they 
will  not  lie  firmly  together,  and  the  abrasion  from  this  cause  is  very  greatly 
increased.  The  workmanship  on  the  French  and  English  coins  is  much  Mtter, 
but  in  no  instance  do  they  excel  that  upon  American  coins  now  being  manu- 
factured at  our  mints.  The  devices  both  on  our  gold  and  silver  coins  are 
not  as  good  as  they  might  be;  but  so  far  as  the  fineness  of  the  metal  and 
excellence  of  the  workmanship  are  concerned  the  United  States  gold  and  silver 
coins  will  bear  comparison  with  the  best  produced  in  Europe. 

Between  July  ist  1876,  and  the  1st  of  May,  the  mints  of  the  United 
States  have  produced  about  $40,ooo.cxx>  worth  of  gold  coin.  Adding  to 
this  the  amount  of  silver  coinage  during  the  same  period,  the  aggregate  is 
greater  than  the  amount  of  coinage  ever  done  in  the  United  States  mints  in 
the  same  length  of  time.  The  only  years  during  which  the  amount  of  work 
was  nearly  so  ^eat  were  two  or  three  immediately  succeeding  the  discovery 
of  gold  in  California  and  Australia.  Even  in  those  years  the  number  of 
pieces  actually  made  was  much  smaller  than  during  the  present,  as  the 
greater  portion  of  the  gold  then  coined  was  made  into  double  eagles,  while 
during  the  present  year  an  immense  quantity  of  silver  coins  has  been  turned 
out.  The  accumulation  of  gold  in  the  United  States  during  the  current 
y«u’  will  probably  be  greater  than  during  any  previous  year  of  its  history. 
This  country  is  not  only  retaining  all  the  gold  produced,  between  $40,000,000 
and  $ 50,000,000,  but  in  the  first  eight  months  of  the  present  fiscal  year  our 
importations  of  gold  and  silver  exceeded  the  exportations  by  about  $4,000,000. 
From  present  indications  it  would  not  be  surprising  if  the  amount  of  gold 
and  silver  accumulated  in  this  country  during  the  present  year  from  produc- 
tion and  import  should  amount  to  fully  $50,000,000,  or  more  than  the 
amount  sent  out  of  the  country  during  the  year  1862,  as  a result  of  the 
suspension  of  specie  payments. 

End  of  the  New  York  Gold  Exchange. — Monday,  April  30th,  was  the 
last  day  of  the  New  York  Gold  Exchange.  Promptly  at  three  o’clock  the 
President,  C.  O.  Morris,  called  the  members  to  order,  and  after  reading  the 
section  of  the  constitution  providing  for  the  dissolution  of  the  board,  as  recently 
adopted,  stated  that  an  agreement  had  been  signed  by  four  hundred  members, 
or  over  four-fifths  of  the  total  membership,  which  fixed  the  dissolution  of  the 
Exchange  on  April  3a  In  conformity  with  such  agreement  and  the  constitu- 
tion of  the  board  he  therefore  declared  the  New  York  Gold  Exchange  to 
be  dissolved.  The  President  followed  this  announcement  with  a brief  review 
of  the  history  of  the  Exchange  from  its  organization  in  1864  to  the  present 
time.  The  first  President,  Mr.  Benedict,  served  four  years,  and  was  succeeded 
by  Townsend  Cox,  who  in  turn  was  followed  by  six  others,  Mr.  Morris  having 
served  two  terms.  The  clearing  department  was  not  organized  until  Dec.  10, 
1866.  Mr.  Morris  defended  the  existence  of  the  Gold  Exchange  in  the  past, 
claiming  it  had  been  as  necessary  as  the  Produce  or  Cotton  Exchange.  He 
was  succeeded  bv  the  Vice-President,  Secretary,  and  Treasurer,  who,  in  a few 
brief  remarks,  tanked  the  members  for  the  courtesy  and  kindness  shown 
them. 

The  President  of  the  Stock  Exchange,  Samuel  T.  Russell,  stated  that  it 
had  been  decided  to  establish  a gold  department  of  the  Stock  Exchange,  to 
be  carried  on  in  the  room  heretofore  occupied  by  the  Gold  Board,  and  the 
first  meeting  would  be  held  at  ten  o’clock  on  the  following  morning.  May  1st. 
Hereafter  agings  in  Government  bonds  also  take  place  in  this  room,  and 
for  this  purpose  there  would  be  three  calls  of  these  bonds,  as  follows,  at 
iai5  A.  M.,  11.30  A.  M.,  and  2 P.  m.,  each  occupying  from  seven  to  ten 
minutes.  George  W.  McLean,  Chairman  of  the  Committee  on  Arrangements, 
announced  that  the  rules  governing  the  gold  de{>artment  would  co^orm  as 
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nearly  as  possible  with  those  heretofore  in  existence  in  the  Gold  Room, 
A.  W.  Peters,  Secretary  of  the  Gold  Exchange,  had  agreed  to  preside  tempo- 
rarily over  the  Gold  Room,  in  place  of  the  former  Vice-President.  The 
Treasurer  stated  that  all  dues  from  members  had  been  paid,  and  there  would 
be  left  on  hand  to  be  divided  among  the  members,  after  settling  all  accounts, 
about  $ 123,00a  The  average  daily  clearances  have  been  $ 50,000,00a 

A parting  dinner  of  the  members  of  the  Exchange  was  given  in  the  evening 
at  Delmomco’s,  at  Fifth  Avenue  and  Twenty -sixtlf  street,  at  which  nearly  aU 
the  members  were  present 

Frauds. — On  the  nth  of  April,  a man  named  Richard  Lenix  obtained  from 
the  Farmers*  National  Bank  of  Bushnell,  111.,  $400,  upon  a fraudulent  draft 
purporting  to  be  drawn  by  Judson’s  Bank  of  Ogdensburg,  N.  Y.,  on  the  Fourth 
National  Bank  of  New  York  City.  He  was  identified  and  the  draft  endorsed 
by  a citizen  of  Bushnell.  On  the  following  day  the  same  person  got  from  the 
First  National  Bank  of  Canton,  IlL, — thirty  miles  east  of  Bushnell — $600  upon 
another  draft  of  the  same  character,  being  identified  through  a resident.  On  the 
same  day,  an  accomplice  known  as  Captain  George  Palmer, — a one-armed  man 
— procured  at  the  Home  Bank  of  Canton.  $ 500  on  a similar  draft,  he  being 
satisfactorily  identified  by  an  old  citizen  of  the  place.  These  men  had  for  two 
months  been  laying  their  plans  and  making  acquaintances,  in  order  that  they 
might  be  properly  identified.  They  had  in  their  possession  other  drafts  of  the 
same  description,  in  various  amounts  from  $400  to  $1,500.  The  drafts  were 
well  execute  lithograph  forms  manufactured  by  Wm.  M.  Christy’s  Sons,  Phila- 
delphia, very  neatly  filled  out  in  a business  hmd,  machine  numbered,  revenue 
stamp  imprinted,  and  perforated  by  a “check  protector.”  They  were  signed  in 
due  form,  and  addressed  to  the  re^ar  correspondent  of  Judson’s  Bank,  as  given 
in  the  Bankers’  Almanac  and  Register. 

It  is  supposed  that  these  parties  are  the  perpetrators  of  a similar  swindle  at 
Quebec,  Canada,  as  they  were  traced  by  the  bank  as  far  as  Toronto.  There  is 
reason  to  believe  that  their  headquarters  are  at  Philadelphia. 

A skillful  fraud  was  recently  perpetrated  at  St.  Joseph,  Missouri,  by  which  a 
bank  of  that  city  narrowly  escaped  the  loss  of  $ 1,900.  We  give  the  full  particu- 
lars, in  order  that  bankers  may  understand  how  perfectly  every  business  precaution 
is  met  by  these  swindlers.  On  the  morning  of  April  27th,  a well-dressed  stranger, 
of  business-like  make-up,  appeared  at  the  counter  of  the  State  Savings  Bmk, 
and  inquiring  for  Mr.  France,  the  cashier,  handed  to  him  a letter  of  introduc- 
tion which  read  as  follows : 

Ogden,  Brower  & Co.,  Bankers  and  Brokers,  1 
17  William  Street,  New  York,  April  23,  1877.  / 

C.  B.  France^  Esq^  Cashier  State  Savings  Bank,  St,  Joseph,  Mo, 

Dear  Sir  : We  have  sent  the  bearer,  J.  C.  Quinn,  Esq.,  to  you,  by  request  of  Messrs.  Don- 
nell, Lawson  & Co.,  of  this  city.  Mr.  Quinn  will  have  occasion  to  transact  considerable  busi- 
ness in  your  vicinity,  and  for  convenience  of  disbursements,  he  will  probably  open  an  account 
with  you.  As  he  will  remain  in  the  Western  country  for  some  time,  we  trust  his  account  may 
prove  advantageous.  V'ours  respectfully, 

Ogden,  Brower  & Co. 

Quinn  then  presented  a check,  purporting  to  be  drawn  by  Ogden,  Brower  & 
Co.  on  the  National  Park  Bank  of  New  York,  for  $4,900,  certified  across  its 
face  by  the  printed  stamp  of  the  Park  Bank,  signed  by  E.  Nile,  teller.  He 
asked  for  $ 1,900  in  currency,  and  credit  for  the  balance.  The  transaction 
appeared  regular  throughout,  and  the  money  was  paid. 

After  Qumn  had  left  the  bank,  Mr.  France  examining  the  check  more 
minutely,  discovered  a similarity  in  the  writing  between  the  endorsement  and 
the  filling  of  the  check.  His  suspicions  were  immediately  aroused,  and  he  has- 
tened to  telegraph  Donnell,  Lawson  & Co.,  their  correspondents,  to  ascertain 
whether  or  not  such  a check  had  been  certified  by  the  National  Park  Bank. 
The  correspondents  replied  that  the  check  was  a forgery.  Mr.  France  imme- 
diately sought  the  railroad  officials,  and  a train  being  at  once  telegraphed,  which 
had  left  about  an  hour  after  the  transaction  aforesaid,  the  forger  was  found 
on  board.  He  promptly  surrendered  the  money,  and  was  forthwith  arrested 
and  lodged  in  jaiL 
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California. — Mr.  N.  K.  Masten  having  resigned  the  Cashiership  of  the 
Nevada  Bank  of  San  Francisco  the  board  of  directors  have  elected  to  that 
office  Mr.  C.  T.  Christensen,  of  the  firm  of  B.  G.  Arnold  & Co.,  New  York. 
Mr.  Christensen  carries  to  his  new  position  a high  reputation  for  ability  and 
character  as  a business  man. 

Connecticut. — The  Meriden  Savings  Bank  was  robbed  at  11.15  o’clock  on 
the  morning  of  May  14th.  The  SecreUny  was  called  to  the  front  door  by  a 
man  in  a carriage,  and  while  talking  with  him  two  confederates  entered  by 
a rear  door,  open^  the  vault,  and  took  between  ^400  and  ^500  in  money 
and  1 1,600  in  bonds. 

The  State  Treasurer  of  Connecticut  has  given  notice  that  all  coupon  bonds 
of  the  State,  dated  Jul)r  1,  1861,  and  payable  twenty  years  from  date,  or  at 
any  time  after  the  expiration  of  ten  years  from  said  date,  and  all  coupon 
bonds  dated  October  I,  1864,  and  payable  thirty  years  from  date,  or  at  any 
time  after  the  expiration  of  ten  years  from  said  date,  and  all  registered  bonds 
issued  in  exchange  for  or  on  account  of  either  of  the  above-named  issues,  will 
be  redeemed  and  the  accrued  interest  paid  on  the  same  on  presentation  at  the 
treasurer's  office,  June  i,  1877,  and  the  interest  on  said  bonds  will  cease  on 
that  day.  Any  bonds  of  these  issues,  with  accrued  interest,  are  paid  on  presen- 
tation any  time  previous  to  June  i. 

Georgia. — Tl^e  City  Bank  of  Macon  closed  its  doors  on  I May  14th,  having 
made  an  assignment  for  the  benefit  of  its  creditors. 

Illinois. — A bill  to  make  silver  legal  tender  in  this  State,  has  been  passed 
by  the  Illinois  Legislature,  and  if  approved  by  the  Governor,  will  take  effect  on 
the  1st  of  July  next  The  following  is  the  text  of  the  bill : 

* ‘ Section  i.  Be  it  enacted  ly  the  people  of  the  State  of  Illinois,  represented 
in  the  General  Assembly,  That  from  and  after  the  date  of  the  passage  of  this 
act,  all  silver  coins,  the  standard  value  of  which  has  been  fixed  and  declared  by 
the  Congress  of  the  United  States,  shall  be  a legal  tender  at  such  values,  for 
the  payment  of  all  debts,  both  public  and  private,  which  are  payable  or  col- 
lectable within  the  State  of  Illinois,  and  which  are  not  made  by  the  terms  of 
the  contract  which  created  them  expressly  in  other  kinds  of  coins.” 

This  would  make  the  silver  coin  a legal  tender  in  the  payment  of  all  debts 
contracted  in  this  State.  All  bank  checks,  all  notes  payable  at  banks,  all  sav- 
ings bank  deposits,  all  private  debts,  all  taxes  due  the  State  and  municipal  cor- 
porations within  it,  and  all  other  forms  of  indebtedness,  could  be  paid  in  silver 
without  reference  to  the  amount,  unless  otherwise  specified  in  the  contract. 

Bank  Taxation. — The  Chicago  Superior  Court  denies  the  applications  of 
several  National  banks  of  Chicago  for  an  injunction  to  restrain  the  collection 
of  taxes  on  their  shares  (about  $170,000  in  all),  the  plea  being  that  the 
individual  shareholders  had  not  been  notified,  though  notification  of  the  tax  had 
been  sent  to  the  bank  officials. 

Massachusetts. — At  the  annual  meeting  in  May  of  the  Five  Cents  Savings 
Bank  of  Newburyport,  Captain  David  Wood  resigned  the  presidency  which  he 
has  held  for  twenty-one  years.  Captain  Wood  was  the  oldest  bank  officer  in 
the  city,  his  age  being  eighty-four  years. 

Missouri. — Mr.  James  T.  Howenstein  having  been  appointed  an  Examiner  of 
National  Banks,  has  resigned  the  cashiership  of  the  Valley  National  Bank  of 
St  Louis.  Mr.  Howenstein  was  Bank  Examiner  from  1868  to  1871,  when  he 
organized  the  St  Louis  Clearing  House,  of  which  he  was  manager  for  three 
years.  In  1871,  he  organized  the  Valley  National  Bank,  the  cashiership  of 
which  he  held  until  April  24th.  At  a meeting  of  the  directors,  held  that  day, 
resolutions  were  adopted  expressing  the  regret  of  the  board  in  accepting  his 
resignation,  and  extending  their  best  wishes  for  his  success. 

Ohio. — Mr.  Henry  B.  Greenham,  Cashier  of  the  Piqua  National  Bank,  died 
in  that  city  on  May  18th,  after  three  weeks’  illness.  Mr.  Greenham  has  been 
connected  with  this  bank  for  thirty  years,  having  been  cashier  since  the  death 
of  Mr.  Joseph  G.  Young,  eighteen  months  since,  and  was  a highly  esteemed 
gentleman. 
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Ohio. — Mr.  Horatio  S.  Young  having  resigned  his  position  as  cashier  of  the 
Toledo  National  Bank,  on  May  14,  Mr.  Edgar  H.  Van  Hoesen  has  been 
appointed  cashier  in  his  place. 

Penns YLVAi«A. — The  Union  Banking  Company  of  Philadelphia  closed  its 
doors  on  May  1st.  The  failure  is  generally  attributed  to  the  existing  depres- 
sion in  business,  but  the  immediate  cause  was  a defalcation,  estimated  at 
$50,000,  on  the  part  of  the  cashier,  James  A.  Hill.  The  Board  of  Directors 
m6t  on  April  30th  to  consider  the  condition  of  the  bank,  and  after  much 
deliberation  resolved  that,  unless  they  could  raise  $ 100,000  before  ten  o’clock 
next  day,  the  bank  must  go  into  liquidation.  The  effort  to  secure  the  money 
proving  unsuccessful  it  was  then  resolved  that  the  doors  be  closed  and  assignees 
appointed.  Mr.  N.  C.  Musselman,  the  President,  and  Mr.  William  Brice,  of 
the  firm  of  Wm.  Brice  & Co.,  commission  merchants,  were  made  assignees. 

Consequent  upon  the  closing  of  the  doors  of  the  Union  Banking  Company, 
the  United  States  Banking  Company  of  Philadelphia  also  suspended  business  on 
the  same  day.  The  latter  company  some  time  ago  resolved  tp  wind  up  its 
affairs,  and  expected  in  a few  days  to  satisfactorily  accomplish  that  end.  The 
sudden  failure  of  the  Union  Banking  Company,  with  which  concern  the  latter 
was  a depositor,  precipitated  matters  and  compelled  the  Directors  to  announce 
the  stoppage  of  business.  Their  liabilities  are  small. 

Canada. — ^The  Jacques  Cartier  Bank  of  Montreal  resumed  on  May  1st  the 
banking  business  in  all  its  branches.  Mr.  A.  De  Martigny  has  been 
appointed  cashier.  He  was  formerly  an  officer  of  the  Merchants’  Bank,  and 
lately  cashier  of  the  Credit  Foncier  der  Bas  Canada,  and  is  esteemed  a 
business  man  of  excellent  character  and  capacity. 

The  Bank  of  England. — At  a general  court  held  at  the  Bank  of  England 
on  April  loth,  the  following  Board  of  Directors  was  elected  for  the  ensuing 
year  ; — E.  H.  Palmer,  Governor ; J.  W.  Birch,  Deputy-Governor ; H.  W.  Blake, 
H.  H.  Berens,  A.  E.  Campbell,  R.  W.  Crawford,  M.  W.  Collet,  B.  B.  Greene, 
H.  H.  Gibbs,  J.  S.  Gilliat,  T.  Hankey,  K.  D.  Hodgson,  H.  L.  Holland,  T. 
N.  Hunt,  C.  F.  Huth,  A.  Latham,  W.  Lidderdale,  G.  Lyall,  A,  Matheson, 
J.  Morris,  D.  Powell,  Jr.,  A.  G Sandeman,  H.  C.  Smith,  C Weguelin,  C. 
Wigram,  and  the  Right  Hon.  J.  G.  Hubbard. 

Power  of  a Bank  to  Make  a Note. — The  United  States  District  Court  at 
Chicago  recently  decided  a suit  which  grew  out  of  a promissory  note  for  $5,000, 
made  by  the  cashier  of  the  Wyandotte  National  Bank  to  the  Cook  County 
National  Bank  of  Chicago,  and  discounted  by  the  New  York  Loan  and  Trust 
Company.  Judge  Blodgett  admitted  the  equities  against  full  payment,  hold- 
ing that  the  power  of  a National  bank  officer  to  make  a promissory  note  is  one 
which  cannot  be  exercised  without  special  authority  or  subsequent  ratification. 

Bona-pide  Purchasers. — The  rights  of  bona-fide  purchasers  for  a fixed  price 
are  protected  to  the  extent  that  value  has  actually  been  parted  with  upon  the 
faith  of  the  transaction,  but  no  further.  This  principle  is  illustrated  in  the  case 
of  Moodie  vs.  Seventh  National  Bank  et  al,y  recently  decided  by  the  Court  of 
Common  Pleas  of  Philadelphia,  the  facts  being  as  follows : One  Erwin  held  a 
certificate  of  stock  for  seventy-five  shares  in  me  defendant’s  bank,  with  a war- 
rant giving  authority  to  transfer  the  same.  The  actual  owner  of  the  certificate 
was,  however,  one  Morris,  a defendant  in  the  action.  Erwin  sold  the  certifi- 
cate for  $6,450.83  to  plaintiff,  who  had  no  notice  of  Erwin’s  want  of  authority 
to  sell,  plaintiff  paying  him  cash  $3,700,  an  over-due  check  of  Erwin’s  for 
$2,500,  and  an  account  for  coal  which  he  held  against  Erwin.  The  court  held 
that  the  indorsement  of  the  warrant  of  transfer  estopped  defendants  from  deny- 
ing the  authority  for  Erwin’s  act,  citing  Turnpike  Co.  vs.  Ferree^  2 C.  E. 
Green,  II7;  McNeill  vs.  The  Bank.,  46  N.  Y.  325;  Garrard  Haddan^  17 
P.  F.  Smith,  82;  Sewall  vs.  Boston  Co.,  4 Allen,  277;  Shaw  vs.  Spencer,  100 
Mass.,  385.  It  was  held,  however,  that  plaintiff  was  protected  as  a kona  fide 
purchaser  for  value  only  to  the  extent  of  the  cash  paid  by  him,  but  was  not  so 
as  to  the  amount  of  the  over-due  check  and  the  coal-bill  (see  Boot  vs.  French, 
13  Wend.,  570),  and  this  was  not  affected  by  the  circumstance  that  Erwin’s 
pecuniary  circumstances  might  have  changed  since  the  transfer  was  made. 
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NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 

{Monthly  List^  continued  from  May  No.^  page  908.) 

State.  Place  and  Capital.  Bank  or  Banker.  N.  Y.  Correspondent  and  Cashier, 

N.  Y.  City Scranton  & Willard 30  Broad  Street. 

Colo...  Boulder National  State  Bank. Kountze  Brothers. 

$50,000  C.  G.  Buckingham,  PnaW,  A.  Buckingham,  Cos. 

**  ...  Lake  City First  National  Bank. Chemical  National  Bank. 

$ 50,000  H.  A.  Mclntire,  Pr.  H.  J.  Alexander,  Cos. 

D.  C. ...  Washington. ...  German- Amer.  Nat.  B’k..  Chemical  National  Bank.' 

$ 127, 100  John  Hitz,  Pr,  Chas.  E.  Prentiss,  Cos, 

Fla.  ...  Jacksonville....  B.  of  Jacksonville  ( W.  B.  Barnett)  Donnell,  Lawson  & Co. 

Iowa..  Charles  City...  Charles  City  Bank Third  National  Bank. 

J.  P.  Taylor,  Pr,  S.  F.  Famham,  Cas. 

Kans.  . Howard  City ..  Elk  County  Bank Donnell,  Lawson  & Co. 

N.  Momma,  Pr,  A.  F.  Eby,  Cas, 

Mich.  . Detroit Michigan  Savings  Bank....  Amer.  Exchange  Nat  Bank. 

$36,000  Thomas  McGraw,  Pr,  Sam’l  R.  Mumford,  Cas, 

**  ...  “ McLellan  & Anderson Mechanics^  National  Bank. 

“ ...  “ Sexton  & Hall Ninth  National  Bank. 

“ ...  Quincy Lee  & Hannan Imp.  and  Traders’  Nat  B’k. 

Minn.  . Wells Bank  of  Wells. DonneU,  Lawson  & Co. 

J.  M.  Nye,  Pr.  F.  E.  Watson,  Cas. 

Mo Brunswick Chariton  Co.  Exch.B.(J.  A.  Merchant,  Gi.r.)  Donnell,  L.&  Co. 

“ ...  Platte  City Farmers*  National  Bank...  Donnell,  Lawson  & Co. 

$ 50,000  T.  K Mernrman,  Pr,  W.  O.  Oldham,  Cas,‘ 

**  ...  Sturgeon.* Woofbridge  & Carr Donnell,  Lawson  & Co. 

Nkb.  ...  B^trice First  National  Bank First  National  Bank. 

$ 50,000  John  E.  Smith,  Pr,  Samuel  C.  Smith,  Cas, 

N.  M..  Silver  City Grant  Co.  Bank  f Newton  Bradley,  Donnell,  L.&C0. 

N.  Y...  Moravia Moravia  National  Bank....  

$50,000  S.  Edwin  Day,  Pr,  John  A.  Thomas,  Cas. 

Pa Osceola Morgan  Seely Imp.  and  Traders’  Nat’l  B’k. 

“ ...  Sugar  Grove...  Sugar  Grove  Sav.  Bank...  Third  National  Bank. 

$25,000  W.  H.  Shortt,  Pr,  J.  H.  Spencer,  Act^g  Cas. 

Tex.  ...  Cleburne Bank  of  Cleburne  ( Smith  Bros.)  Moody  & Jemison. 

**  ...  Honey  Grove..  A.  G.  Stobaugh  & Co Donnell,  l^wson  & Co. 

Que.  ...  Montreal Banque  Jacques  Cartier. ...  ( A.  de  Martigny,  Cas,)  resumed. 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS. 


Authorized  to  May  21,  1877. 

Po.  Name  and  Place.  President  and  Cashier. 

2353  Moravia  National  Bank S.  Edwin  Day 

Moravia,  N.  Y.  John  A.  Thomas 

2354  First  National  Bank. H.  A.  Mclntire. 

Lake  City,  Colo.  H.  J.  Alexander. 

2355  National  State  Bank C.  G.  Buckingham 

Boulder,  Colo.  W.  A.  BuckinghamL 

2356  Farmers’  National  Bank. J.  E.  Merryman 

Platte  City,  Mo.  W.  O,  Oldham. 

2357  First  National  Bank John  K Smith 

Beatrice,  Neb.  Samuel  C.  SmitL 

2358  Gennan- American  Nat’l  B’k.  John  Hitz 

Washington,  D.  C.  Charles  E.  Ptentiss. 

64 


/ Capital. , 


Authorized. 

Paid. 

$50,000 

$50,000 

50,000 

50,000 

50,000 

30,000 

50,000 

50,000 

50,000 

50,000 

130,000 

127, 100 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List;  continued  from  May  No,,  page  goj,) 

Name  of  Bank.  Elected,  In  flaee  of 

N.  Y.  City.  Continental  Nat  Bank.  Ed.  D.  Randolph,  Cos.  W.  J.  Harris. 

Cal.  ...  Nevada  B’k,  San  Francisco.  C.  T.  Christensen,  Cos,  N.  K.  Hasten. 

“ ...  Bank  of  Dixon,  Dixon J.  C.  Merryfield,  Pr.„  J.  Millar. 

Colo.  . First  N.  B*k,  Colo.  Springs.  C.  B.  Greenough,  Pr.  H.  A.  Mclntire. 

III.  . ...  Nokomis  N.  B’k,  Nokomis.  H.  F.  Rood,  Pr, J.  H.  Beatty. 

“ ...  First  Nat  Bank,  Springfield.  Chas.  W.  Matheny,  Pr.  N.  W.  Matheny.* 

IND First  Nat  B*k,  New  Albany.  Wm.  N.  Mahon,  Cas„  H.  H.  Combs. 

Iowa...  State  Nat’l  Bank,  Keokuk...  A.  Hosmer,  Pr J.  F.  Cox.* 

Md Centreville  National  Bank...  R.  £.  Feddeman,  Cos..  W.  A.  Cunningham. 

**  ...  National  Bank  of  Elkton.....  Charles  B.  Finley,  Cos,  R.  McFarland. 

Mass...  First  N.  B.,  East  Hampton.  A.  D.  Sanders,  Cos,.,.  C.  E.  Williams. 

“ ...  Newburyport  Five  Cent  S.  B.  Eben  Sumner,  Pr, D.  Wood. 

“ ...  First  Nan  Bank  of  Easton,)  ^ t a z3u.  n 
North  East^;  ^ - 

Mich..  Nat'l  Exch.  Bank,  Albion...  H.  M.  Dearing,  Cos...  L.  B.  Miner. 

“ ...  First  National  Bank,  Niles..  E.  G.  Hougland,  Cos,.  W.  R.  Tagout. 

N.  Y...  Bank  of  Rochester. T.  W.  Whittlesey,  Cos,  G.  M.  Sweet 

“ ...  First  Nat.  Bank,  Saugerties.  Peter  M.  Gillespy,  Cos,  B.  M.  Freligh. 

“ ...  Nat’l  Exchange  Bank,  Troy.  William  Gurley,  Pr, ...  H.  Miller. 

“ ...  Schuyler  Co.  B’k,  Watkins.  Edgar  S.  Payne,  Cas,„  W.  M.  Pellet 

Ohio  ..  Toledo  Nat  Bank,  Toledo..  E.  R VanHoesen,  Cos,  H.  S.  Young. 

“ ...  North  Western  Savings  B’k.  J.  H.  Walbridge,  Cos 

Penn..  First  Nat.  Bank,  Indiana....  Silas  M.  Clark,  Pr,.,„  J.  Sutton.  ' 

“ ...  First  Nat.  Bank,  Montrose..  G.  B.  Eldred,  Cos N.  L.  Lenheim. 

“ ...  Farmers’ N.  B.,  Pennsburgh.  Edwin  M.  Beimer,  Pr,  W.  F.  Reed.* 

R.  I. ...  First  Nat.  B’k,  Providence..  Nelson  W.  Aldrich,/^r.  S Foster 

Met 

Mills,  H.  Hebm.*  ’ 

• Deceased. 


1876. 

May.... 

June.... 

July.... 


1877. 


April . 


PREMIUM 

ON 

GOLD  AT 

NEW  1 

April — May, 

1877. 

Lowest.  Highest. 

1877. 

Lowest. 

Highest. 
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DISSOLVED  OR  DISCONTINUED. 

{Monthly  List,  continued  from  May  No,,  page 

N,  Y.  City.  Groesbeck  & Kitchen;  dissolved. 

“ “ R.  A.  Hills  & Co. ; foiled. 

“ **  Livermore,  Clews  & Co.,  dissolved ; now  Henry  Clews,  8 Exch.  Ct. 

**  « Eugene  N.  Robinson  & Co.  ; suspended. 

Ark....  Nelson  & Hanks,  Helena;  suspended. 

Colo...  Bank  of  Canon,  Canon  City ; closed  and  receiver  appointed. 

Ga City  Bank,  Macon;  assigned. 

III.  ....  Home  Bank,  Casey;  closed. 

Iowa...  Otis  Briggs,  Nevada;  quit  banking  business. 

Mich.  . John  Johnston  & Co.,  Port  Huron;  closing. 

Minn..  National  Exchange  Bank,  Minneapolis;  suspended. 

N.  Y...  Hope  Banking  Co.,  Albany ; suspended. 

Ohio..  Samuel •Marfield,  Son  & Co.,  CircleviHe ; suspended. 

Pa Union  Banking  Co.,  Philadelphia ; suspended  and  in  liquidation. 

**  ...  United  States  Banking  Co.,  Philade^hia  ; suroended  and  in  liquidation. 
**  ...  Twenty-Second  Ward  Bank,  ( Germantown  ) Pniladelpkia ; to  close  July  i. 
**  ...  Franklin  Savings  Bank,  AUentoTvn ; foiled. 

**  ...  Lehigh  County  Safe  Deposit  and  Trust  Co.,  Allentown;  foiled. 

“ ...  Dimes  Savings  Bank,  Bethlehem;  susp^ded. 

“ ...  Joseph  Miller  & Co.,  Fogelsville;  closing. 

**  ...  Saucon  Savings  Banl^  Hellertown;  suspended;  foiled. 


CHANGES  OF  TITLE,  ETC. 

(^Monthly  List,  continued  from  May  No,,  page 

N.  Y.  City.  Cummings  & Mastin ; now  J.  Edward  Mastin  & Co. 

**  “ J.  K.  Grade  & Westervelt ; now  James  K.  Grade. 

“ “ Greenebaum,  Brothers  & Co.  ; moved  to  i8  Wall  Street. 

**  “ A.  Loeffler  & Co. ; new  firm,  same  title.* 

**  “ Munson  & Ketchum;  now  Arthur  & Ketchum. 

“ “ Putnam  & Halsted;  now  R.  H.  Halsted. 

« « G.  B.  Scranton  and  E.  K.  Willard ; now  Scranton  & Willard, 

Colo...  Buckingham  Brothers,  Boulder ; now  National  State  Bank. 

“ ...  Chick,  Browne  & Co.,  La  yunta ; moved  to  El  Moro. 

**  ...  Hinsdale  County  Bank,  Lahe  City  ; sue.  by  First  Nat.  B’k.  Same  officers. 
Iowa...  H.  F.  Greef  & Bro.,  Bentonsport ; now  Greef  & Pergrin. 

“ ...  Packard  & Powers,  Kellogg ; now  T.  Packard. 

“ ...  Cadwell  & Fiske,  Logan ; now  P.  Cadwell  & Co. 

“ ...  Farmers  & Merchants*  Savings  Bank,  Morning  Sun  ; now  H.  C.  Johnson. 
Kan....  Hull’s  Bank,  (C.  A.  Hull  & Co.)  Independence;  sold  to  Edgar  Hull. 
Mich.  . O.  F.  Hall  & Co.,  Detroit ; now  Sexton  & Hall.  N.  Y.  Corr. : Ninth  N.B, 
**  ...  Dutton  & Williams,  Eaton  Rapids ; succeeded  by  Bowne,  Combs  Sc  Co. 
Minn..  Easton  & Haugan,  Wells ; succeeded  by  Bank  of  Wells. 

Mo Farmers’  Savings  Association,  Platte  City ; now  Farmers’  Nationid  Bank. 

**  ...  Smith  Brothers,  Beatrice ; now  First  National  Bank. 

Nkb.  ...  Cones  Sc  Pollock,  West  Point ; now  J.  W,  Pollock. 

Texas.  C.  Chambers  & Co.,  Gainesville ; now  Putnam,  Chambers  & Ca 
Que....  Banque  Jacques  Cartier,  Montreal;  resumed.  A.  de  Martigny,  Ccts, 
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NOTES  ON  THE  MONEY  MARKET. 

NEW  YORK,  MAY  2$,  1 877. 


ExchAMg*  on  London  at  sixty  days’  sight,  4.87  a 4.88  in  gold. 


The  accumulation  of  idle  capital  in  the  loan  market  continues,  and  the  cur- 
rent sets  towards  this  city  with  more  activity.  The  demand  for  accommodation 
is  very  limited,  and  the  failure  of  another  Providence  hrm  makes  lenders  more 
timid.  The  war  news  is  favorable  to  some  departments  of  business,  but  the 
general  stagnation  in  other  directions  is  so  great  that  but  little  improvement  is 
visible.  The  expectation  that  investors,  capitalists,  and  bankers  in  Europe 
Would  call  home  their  funds,  and  that  the  supply  of  funds  in  our  money 
markets  would  thus  receive  a notable  curtailment,  has  not  as  yet  been  reaHzedL 
To  some  extent  this  movement  has  no  doubt  b^[un,  but  the  uncertainty  which 
hangs  over  foreign  investments  is  so  much  greater  thah  that  which  attaches  to 
well  selected  investments  in  the  United  States,  and  the  intelligence  of  the 
investing  public  in  Europe  is  so  much  greater  now  than  formerly,  that  the 
probability  is  increased  of  a growing  desire  year  by  year  on  the  part  of  Euro- 
pean capital  to  flow  into  American  enterprises  and  investments. 

The  rates  for  loans  show  no  improvement.  Money  on  call  is  quoted  at 
about  two  per  cent  on  miscellaneous  collaterals,  and  at  one  and  a half  per 
cent,  on  Government  bonds.  In  the  discount  market  there  is  little  doing,  and 
prime  mercantile  paper  passes  freely  at  three  and  a half  to  four  and  a half  per 
cent  One  of  the  circumstances  which  might  be  expected  to  trouble  the  loan 
market,  is  the  new  policy  of  the  Secretary  of  the  Treasury  in  regard  to  the 
resumption  of  specie  payments.  He  has  just  sold  five  millions  of  four  and  a 
half  per  cent,  bonds,  which  the  syndicate  have  paid  for  in  gold.  These  bonds 
are  intended  to  assist  in  the  preliminary  arrangements  for  carrying  out  the 
resumption  law  of  January,  1875.  Other  sales  under  this  statute  are  expected 
to  be  made  from  time  to  time,  but  nothing  has  been  officially  announced  as  to 
the  frequency  and  amount  of  the  sales,  or  as  to  the  ulterior  arrangements  which 
the  Secretary  will  make,  either  by  the  accumulation  of  the  gold  proceeds  in  the 
Treasury,  or  by  their  conversion  into  greenbacks.  These  and  other  points  in 
regard  to  the  Secretary’s  policy  form  the  subject  of  anxious  discussion,  and  the 
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enterprise  of  ingenious  newspaper  correspondents  receives  abundant  scope  in  the 
invention  and  publishing  of  sensational  rumors  which  not  infrequently  become 
the  basis  of  speculative  excitement  in  gold  and  stocks.  It  has  been  affirmed, 
for  example,  that  imder  the  resumption  law  the  Secretary  had  the  power  to 
cancel  greenbacks  as  fast  as  he  could  sell  the  resumption  bonds  authorized  in 
the  statute.  In  spite  of  its  incredibility,  this  report  was  greedily  accepted  and 
its  manipulation  has  more  than  once  aided  the  bears  in  producing  a downward 
turn  in  the  speculative  and  more  sensitive  securities  in  Wall  Street.  But  the 
most  cursory  examination  of  the  law  is  sufficient  to  show  that  the  Secretary  has 
received  no  discretionary  authority  under  the  resumption  law  or  any  other 
statute,  to  cancel  indefinite  amounts  of  greenbacks  at  his  pleasure.  The  with- 
drawal of  greenbacks  is  limited  by  a special  arrangement  to  eighty  per  cent  of 
the  new  issues  of  the  National  bank  notes.  And  even  this  contraction  is  to  be 
stopped  when  the  greenback  level  falls  to  300  millions.  On  no  other  conditions 
than  the  issue  of  greenbacks  is  the  Secretary  allowed  to  cancel  and  destroy  the 
greenback  currency  so  as  to  make  a permanent  contraction  in  its  volume.  The 
law  of  February  4,  1868,  is  a safeguard  against  any  violent  use  of  discretionary 
power  over  the  greenback  currency,  such  as  has  been  mischievously  used  in 
previous  periods  of  our  paper  money  inflation.  Hence,  it  is  evident  that  even 
were  it  not  notorious  that  Mr,  Sherman  was  unfavorable  to  any  such  perilous 
experiments  with  the  currency,  the  country  is  protected  from  all  fear  of  such 
a contingency  by  the  direct  operation  of  the  law.  All  this  is  well  known  to  the 
public,  but  still  the  belief  has  been  actively  fostered  that  greenback  contraction 
would  take  place  as  a consequence  of  the  new  resumption  policy  of  the  Secre- 
tary of  the  Treasury,  It  is  somewhat  singular  that  in  the  present  state  of 
plethora  which  pervades  the  money  market,  when  there  is  such  an  accumulation 
of  excessive  amounts  both  of  capital  and  of  currency,  both  of  greenbacks  and 
of  National  bank  notes,  these  idle  theories  should  have  received  so  much  atten- 
tion. Even  had  there  been  a probability  that  a moderate  amount  of  green- 
back contraction  would  take  place,  the  contraction  for  some  time  to  come  could 
scarcely  have  been  expected  to  have  forced  itself  upon  the  public  attention. 
This  feet  is  now  so  well  recognized,  that  although  the  belief  is  general  that  the 
Secretary  intends  to  hoard  greenbacks  in  the  Treasury  the  effect  upon  the 
money  market  is  wholly  imperceptible.  Indeed,  if  any  result  at  all  should  be 
felt  it  ought  to  be  in  the  way  of  steadying  the  rates,  and  giving  a conservative 
tone  to  the  market  Subjoined  are  our  usual  tables  of  the  New  York  Clearing 
House  Banks  : 

. Legal  Excess  0/ 

1877.  Loans.  Specie.  Teiulers.  Circulation.  Deposits.  Reserve. 

•April  38 |a55>733,8oo  .120,534,500  .148,865,000  .$15,966,100  .$222,901,200  .$13,674,200 

May  5 258,0x3,900  ..  23,119,100  ..  50,441,700  ..  15,995,900  ..  226,957,000  ..  16,821,550 

" 12......  256,519,600  ..  23,272,500  ..  51,066,700  ..  16,068,700  ..  227,226,000  ..  17,532,700 

“ 19 *551894,700  ..  21,867,200  ..  52,437,700  ..  16,069,900  ..  226,645,400  ..  17,643,550 


The  Clearing-House  exhibit  of  the  Boston  banks  for  the  past  month  is  as  below : 


1877. 

Loans. 

specie 

Leg^  Tenders. 

Deposits. 

Circulation. 

Apr.  28.... 

...•$  1 36,706*800  .. 

•••#*,331.700  ■ 

...•$6,561,300  ... 

• $73,608,700  . 

...  $ 23,304,900 

May  5.... 

....  128,671,300  , 

. . . 2,543,000  . 

. . . 6,916,300  . . . 

. 76,115,000  . 

•••  *3,37*,40o 

“ 13.... 

....  129,033,100  .. 

. . . 2,429,600  . 

. ..  7,013,200  ... 

• 75,695,500  . 

•••  *3.34*»5oo 

“ 19.... 

....  129,488,900  .. 

• • *,337,800  . 

. . 7,000,700  . . . 

• 75.  *58,700  . 

• • • 23,432,000 
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The  Philadelphia  bank  statements  for  the  same  time  are  as  follows  : 


1877. 

Lmhu. 

S/€CU. 

Legal  Tenders. 

Deposits, 

Cxreulaiicn. 

Apr.  38. . . . 

....$60,337,095  . 

...  $x,x88,934 

....$16,568,606  ... 

..$51,104,158  . 

...$10,560,931 

May  5 ... 

....  60,733,685  .. 

...  1,306,708  . 

...  17,036,708  ... 

Sa»386,49x  • 

••  xo,538,356 

*•  13.... 

....  60,768,747  • 

...  1,366,351  . 

...  17,412,613  ... 

• S3.473.a84  . 

...  x«,526,878 

19.... 

....  61,1x5,305  .. 

••  *.3**t43o  . 

•••  x7.434.xSS  ••• 

. 54,009,83a  . 

. . . 10,644,078 

From  these  tables  it  appears  that  the  greenback  reserves  have  risen  and  are 
sdll  augmenting.  The  specie  in  bank  has  been  somewhat  depleted  by  the 
large  exports  that  have  been  stimulated  by  the  exchange  operations  of  banking 
speculators  who  are  operating  upon  the  news  from  the  seat  of  war.  Whether 
this  export  movement  will  be  continued  is  doubtful.  The  rise  in  the  price  of 
consols  yesterday,  in  London,  with  some  other  circumstances,  appears  to  indi- 
cate the  early  decline  in  the  shipment  of  gold  from  this  port.  But,  on  the 
other  hand,  the  Bank  of  England  is  still  losing  its  specie  reserve,  and  the  sensi- 
tive condition  of  the  British  money  market  awakens  grave  apprehensions  in 
financial  circles  in  London.  The  bankers  there  are  looking  forward  to  an 
increase  in  the  Bank  rate.  There  is  little  doubt  that  such  an  advance  would 
have  taken  place  before  now  but  for  the  impossibility  of  inducing  the  other 
banks  who  have  such  large  deposits  lying  idle,  to  follow  the  Bank  rate.  There 
is  also  another  circumstance  which  is  adverse  to  any  rise  in  the  London 
rate  of  interest  We  refer  to  the  low  rates  of  money  on  the  Continent  In 
Paris  the  bank  rate  is  two  per  cent.,  while  the  rate  in  the  open  market  is 
one  and  three  quarters.  In  Brussels  money  is  lending  at  two  and  a quarter 
to  two  and  a half,  and  in  Amsterdam  at  two  and  three  quarters  to  three. 
Even  in  Vienna  the  rate  is  but  four  and  a quarter  to  four  and  a half,  and 
in  Berlin  the  recent  advance  to  five  per  cent  was  only  made  with  the  main 
hope  of  protecting  the  specie  reserve  of  the  Imperial  Bank  of  Germany. 
Reasoning  upon  these  facts,  it  has  been  inferred  that  the  shipments  of  gold 
from  New  York  will  decline.  However  this  may  be  the  abundant  greenback 
reserves  of  the  banks  will  keep  our  money  naarket  easy  and  will  render  the 
gold  shipments  of  inferior  importance  in  forecasting  the  monetary  movements 
of  the  immediate  future. 

The  Bank  of  England,  May  3d,  advanced  its  rate  of  discount  to  three  per 
cent,  the  rate  of  two  per  cent,  had  ruled  since  April  20,  1876. 

As  a portion  of  the  Consols  of  1865  have  been  recently  called  in,  an  effort 
has  been  made  to  discover  to  what  extent  these  bonds  are  held  in  Europe.  The 
investigation  shows  that  coupons  representing  $ 19,000,000  have  been  received 
through  the  Syndicate,  hence,  the  inference  is  that  not  more  than  $20,000,000 
to  $ 25,000,000  of  these  bonds  are  in  the  hands  of  foreign  holders. 

Foreign  exchange  is  quiet  at  4.87  to  4.88  for  sixty  day  bills,  and  4.89  3-4  to 
4.90  1-2  for  three  days  sight  bills.  There  is  very  little  doing,  as  the  demand  is 
limited  and  bills  are  scarce.  The  rates  are  still  above  the  specie  shipping 
level. 

The  stock  market  offers  very  few  facts  of  novelty  or  special  interest  In 
governments  there  has  been  a good  demand,  and  prices  are  firm  notwith- 
standing the  diminished  strength  of  the  gold  premium.  The  five  millions  of 
four  and  a half  per  cents.,  sold  last  week  to  the  Syndicate  at  par  in  gold, 
have  been  all  taken  up  and  paid  for,  and  the  general  market  closes  firm  on 
all  descriptions.  In  State  bonds  little  is  doing.  South  Carolina  consols  have 
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risen  to  72,  and  Louisiana  cbnsolidated  sevens  to  92.  Railway  bonds  are  firm, 
the  Western  securities  being  in  greater  demand.  Railroad  shares  are  feverish 
and  irr^ular  with  a little  more  confidence  in  the  investment  purchases.  Sub* 
joined  are  our  usual  quotations : 


Quotations  : 

Apr.  a6. 

May  3. 

J/oy  xo. 

May  17. 

May  24. 

Gold 

X07 

106 

*0754  .. 

Z07 

107 

U.  S.  5-aos,  1867 Coup* 

ixaH  . 

1X3^4 

xiiH  .. 

x*45<  • 

**454 

U.  S.  Z0-40S  Coup  .... 

*13 

xxaj^ 

x*3H  •• 

ii3«  • 

113H 

West.  Union  Tel.  Co. . 

S8H  . 

6xf^ 

.. 

. 

63H 

N.  Y.  C.&  Hudson  R. 

89 

9»5i 

95 

93^  . 

9*J4 

Lake  Shore 

47K  •• 

53H  • • 

SiH  . 

50 

Chicago  & Rock  Island 

87H  . 

90H 

93H  • • 

93 

94 

New  Jersey  Central. . . 

8 

8 

8 

8 

7H 

Del.  Lack.  & West.... 

4SK  . 

48K 

48H  .. 

445f  . 

42H 

Delaware  & Hudson. . 

43 

.. 

39K  . 

39 

North  Western 

i85i  . 

X9J4 

3XK  .. 

. 

3354 

Pacific  Mail 

z8 

2i}i  .. 

3*5^  . 

3I>4 

Erie 

6K  . 

6K 

7'A  .. 

654  . 

6H 

Call  Loans 

a @ s 

3 @5 

. @5  •• 

3 @ 4 • 

*54  @ 4 

Discounts 

4'  6 

4 @6 

. 4 @ 6 

3 @ 7 • 

3 @6 

Bills  on  London 

4.88.4.90  . 

4.88-4.90J6 

. 4.88.4.9*  • • 

4.8754-4.90  . 

4.87-4.90 

Treasury  balances,  cur. 

841,226,733  . 

84**953,979 

. 844,088,0x4.. 

$46,33*  ,7*4  • 

$46,801,4x7 

Do.  do.  gold.  >t6,955>533  • 

8 79,  *83,487 

• $77*893,386.. 

$76,556,938 

$75,735.6** 

Yesterday  ^e  Legislature  adjourned  without  passing  the  tax  relief  bill  which 
has  been  so  long  pending  at  Albany.  One  of  the  most  significant  results  of 
this  defeat  of  the  movement  for  any  tax  reform  is  the  vote  of  the  shareholders 
of  the  National  Bank  of  Commerce  to  reduce  Its  capital  from  ten  millions  to 
five  millions.  At  the  meeting  of  the  shareholders  on  Wednesday,  70,256 
shares  were  voted  either  in  person  or  by  proxy  in  favor  of  the  reduction. 
The  answers  from  stockholders  have  been  five  months  in  coming  in,  and  the 
necessary  assent  from  two-thirds  of  the  stock  has  only  just  been  received. 
The  one  hundred  thousand  shares  of  this  bank  are  distributed  among  2,094 
owners,  who  hold  an  average  of  not  quite  48  shares  each.  The  taxation  on  this 
bank  for  State  and  city  purposes  amounted  to  last  year  $305,195.  The  resolu- 
tion proposed  last  December,  and  which  has  now  been  voted  upon  and  finally 
adopted,  sets  forth  the  pressure  of  the  fiscal  burdens  on  the  banking  business 
as  the  sole  reason  why  this  bank  which  has  a larger  capital  than  any  other 
would  have  to  diminish  its  capital  The  bank  began  business  April  3rd,  1839, 
and  entered  the  National  bank  system  January  13th,  1865.  Subjoined  is  the 
resolution  which  received  on  Wednesday  the  necessary  number  of  votes  and 
will  be  carried  into  effect  by  the  payment  of  $5,000,000  to  the  shareholders 
on  and  after  July  16th. 

**  Resolved^  That,  in  view  of  the  excessive  and  discriminating  taxation  levied 
upon  the  bajdcs  of  the  ci^  of  New  York,  resulting  in  injunous  competition 
with  them  on  the  part  of  foreign  corporations,  and  rendering  it  difficult,  if 
not  impossible,  for  our  own  bai^s,  especially  those  of  large  capital,  to  earn 
even  reasonable  dividends  for  their  shareholders,  it  is  the  sense  of  this 
board  of  directors  that,  unless  some  material  legislative  cha^e  is  made 
during  this  season  in  reduction  of  such  taxation,  it  may  become  expedient 
to  reduce  the  capital  of  the  bank  by  returning  a portion  of  it  to  the  share- 
holders ; and  the  President  and  Cashier  are  hereby  authorized  to  take  all 
preliminary  steps  to  enable  the  board  of  directors  to  make  such  reduction  of 
capital  to  an  extent  of  not  exceeding  $ 5,000,000,  if  at  any  time  in  their 
judgment  they  may  deem  proper.” 
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The  imports  at  this  port  during  the  month  of  April,  and  for  the  same  month 

in  previous  years,  were  as  follows,  specie  and  bullion  being  included : 

1873.  *874. 

1875. 

1876. 

1877. 

>37.»79»4»6  J 40.764*927 

1 30.037.367 

$ 23,804,232 

$ 28,858,01  X 

FOREIGN  IMPORTS  AT  NEW  YORK  FOR  TEN 

MONTHS,  ENDING  APRIL  3O. 

1875. 

1876. 

1877. 

Six  months 

^ i75.”o,736 

• $ 148,376,529 

$ 147*027,452 

January 

24,831,250 

29,756,259 

27,606,337 

February 

36,923,360 

27,977,330 

26,659,268 

March 

38,289,583 

. 32,018,867  .... 

34,402,295 

April 

30,037,367 

. 23,804,232  .... 

28,858,011 

Total  ten  months. 

J 305,192,296 

• $261,933,217  

$264,553,363 

Deduct  Specie 

9,498,073 

7*474,032 

30.263,699 

Total  merchandise 

$ 295,694,223 

• $254,459,185 

$234,289,664 

In  the  ten  months  ending 

with  April, 

1874,  the  imports  of  merchandise 

were  $309»550»974,  and  the 

same  period 

in 

1873  1350,148,84a. 

The  exports  during  the  corresponding  periods 

are  presented  below 

: 

EXPORTS  FROM  NEW  YORK 

TO  FOREIGN 

PORTS  IN  THE  MONTH  OF 

APRIL. 

1875. 

1876. 

1877. 

Domestic  produce 

$18,933,522 

$17,456,396 

$21,158,574 

Foreign  merchandise,  free 

226,017 

. 286,205  .... 

179,101 

Foreign  merchandise,  dutiable 

441.316 

517*250 

426,396 

Specie  and  bullion 

6,018,678 

3,919,512  — 

2,092,950 

Total  exports 

$25,619,533 

$22,179,363 

$23,857,021 

Total  exports,  exclusive  of  specie.. 

19,600,85s 

. 18,259,851  .... 

21,764*071 

This  increase  is  encouraging,  although  the  total  ( exclusive  of  specie ) for  April, 

1874,  was  $23,301,296,  and  for  1873,  $25,619,763. 

EXPORTS  PROM  NEW  YORK  TO 

FOREIGN  PORTS  FOR  TEN  MONTHS  FROM  JULY  I. 

1875. 

1876. 

1877. 

Six  months  ending  January  1 

$ 140,508,524 

$ 134,944,600 

$ 151.493,635 

January  

19,291,403 

. 21,800,226  .... 

25,403.169 

February 

18,111,985 

. 18,304,987  .... 

19,662,718 

March 

19*582,163 

. 20,944,776  .... 

19,822,112 

April 

19,600,855 

. 18,259,851  .... 

21,764,071 

Total  produce 

$217,094,929 

. $214,254,440 

$238,145,705 

Add  specie 

54.924,155 

32,468,769  .... 

20,053,780 

Total  exports 

$ 272,019,084 

$246,723,209  — 

$258,199,485 

The  total  for  the  same  period  ending  with  April,  1874,  was  $282,635,861. 


DEATHS. 


At  Springfield,  Illinois,  on  Monday,  April  30th,  aged  sixty-two  years, 
Noah  W.  Matheny,  President  of  the  First  National  Bank  of  Springfield. 

At  Ithaca,  N.Y.,  on  Friday,  May  4th,  aged  sixty-two  years,  John  McGraw, 
President  of  the  First  National  Bank  of  Ithaca  and  Vice-president  of  the 
Second  National  Bank  of  Bay  City,  Michigan. 

At  PiQUA,  Ohio,  on  Friday,  May  18th,  aged  fifty  years,  Henry  B. 
Greenham,  Cashier  of  the  Piqua  National  Bank. 
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